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Warsaw, Tehran, New Delhi, Riyadh, Cairo, Brussels, Paris—and back to Washing¬ 
ton. As the Carter itinnary made it clear, this was a business round-up. The US 
president had selected for his first extended foreign tour capitals demonstrably 
important to American strategic interests or diplomatic objectives. He and his advisers 
reportedly believe that the Polish government may have a useful role to play in the 
further development of East-West relations, as a “sounding board" between Washing¬ 
ton and Moscow. The visit to Iran is self-explanatory; there is always so much to 
discuss and negotiate or to buy and sell between the Shah and any US president. 
Mr Carter has made no secret of what his interest is in New Delhi. On the eve of 
his tour, he said in Washington that he hoped to correct the pro-Soviet tilt given to 
India’s foreign policy by the government of Mrs Indira Gandhi. Saudi Arabia is a 
country with which the US has found it most profitable to develop a certain mutuality 
of interests which is highly relevant to the oil and other imlitics of the Gulf region. 
There was some doubt in the beginning whether the US president would break journey 
at Cairo, but it now appears likely that his discussions with president Sadat, relating 
to the latter’s initiatives for a settlement with Israel, could be (he most important part 
of his confabulations abroad. In western Europe, besides reaffinning "the historic 
bonds and our common values", as he put it, president Carter presumaUy found a lot 
to talk or argue about "the common problems of the industrial democracies". 

The US president, in other words, was after results. How successful he has 
been in his pursuit will not be immediately known. In New Delhi, bis experiences, on 
the whole, should have been i>leasant and perhaps even highly gratifying. There could 
have been no mistaking the friendliness of the prople or their government. The prime 
minister, while quite properly affirming for the record India's good relations with the 
Soviet Union, responded warmly to president Carter’s evident desire for greater 
cordiality and understanding between the US and India on the basis of their shared 
democratfe faith and common allegiance to basic human values. 

Personal diplomacy, however, has its clear limitations and there are always the 
hard facts of differing national interests or points of view which cannot be smiled away. 
President Carter wanting to write to Mr Desai from Washington a letter "just cold 
and very blunt" about India’s objection to putting its signature to the Nuclear Non¬ 
proliferation Treaty therefore need cause us no shock or even surprise. Mr Desai’s 
unruffled reaction was just right for the Carter remark indicated that there had been 
no make-believe about the discussions which the president and the prime minister 
had been holding on matters of much seriousness. The Carter offer to aulhorise 
deliveries of enriched uranium and heavy water for India’s atomic energy installations 
served moreover to emphasize the basic attitude of cooperation, although its effect 
would have been greater had it been less obvious that the US government was making 
it a condition of its assistance to India's nuclear energy development that the latter 
should agree to the discriminatory special safeguards written into the Nuclear Non¬ 
proliferation Treaty. On balance it is certainly unfortunate that this issue got featured 

as an important point of departure in the dialogue in New Delhi. 

• 

In his address to members of parliament, the US president committed his 
administration generously to cooperation with our country in such matters of immense 
human importance as rural development and creation of rural employment. He 
suggested that US research could contribute to India’s programmes for increasing 
agricultural productivity and exploiting agricultural potential, particularly throuj^ 
the more imaginative management of regional water resources. 

There was, however, not much mention in reports or statements on the Carter- 
Desai talks of increased US participation in India’s industriidization. The expla¬ 
nation is obvious. The postulates of our government’s industrial policy definitdy 
stand in the way of our nation securing full benefits from the capital which the US 
may be willing to invest in our industrial expansion. The government has heen 
shouting from the housetop that the Indian economy can and will do without foreign 
capital and that the policy will therefore be to restrict foreign collaboration to the 
fields where sophisticated technology may be needed. In the wake of the Carter visit, 
the India-US Joint Commission discussed US contribution to Indian development in 
diffiirent fields, including "economic and commercial". There is, however, an air of 
unreality about such exercises which only the iigection of more realism into the 
policy of our government towards foreign capital can get rid of. 



Good, with ifs and buts 


The statement on industrial policy made 
in parliament on December 23 by the mini¬ 
ster of Industry, Mr George Fernandes, is 
forthright in its definition of aims and ob¬ 
jectives. The main thrust of the new policy 
will be in the direction of an effective pro¬ 
motion of cottage and small-scale indus¬ 
tries widely dispersed in rural areas and 
small towns. The government will aim at 
ensuring that whatever can be produced by 
small and cottage industries must only be 
so produced. In the process, the further 
development of large-scale industries is to 
be relegated to a subordinate place. 

The list of industries which would be 
reserved for development in the small-scale 
sector has been expanded and will now 
include more than 500 items as compared 
to 180 items earlier. This, however, is in 
reality neither a Maoist great leap back¬ 
ward nor a John Olenn giant step forward. 
The elaborate enumeration of the items in 
the new list is clearly intended to give an 
impression of great length. Actually, how¬ 
ever, in many cases, small-scale industries 
are already active producers of the goods 
concerned and, given its advantages, the 
small-scale sector has shown fair ability to 
compete with large-scale production in 
these lines. 

no menace 

The larger area of production now 
sought to he reserved for develop¬ 
ment in the small-scale sector therefore 
does not in itself constitute a menace to 
an orderly and sufficient growth of the 
large-scale industrial sector as such, 
employing mass production methods 
geared to modem technology and 
business management. The statement no 
doubt provides for an annual review of res¬ 
erved industries in order to ensure that the 
list is continually expanded, but this review 
could also frequently reveal the need for 
de-listing some of the industries now brou¬ 
ght into the reserved field in cases where 
production in the small-scale sector proves 
either costly in price, inferior in quality or 


inadequate for meeting demands. Provided 
the annual review is undertaken in the right 
spirit, the surveillance mechanism need 
not always work in favour of the expan¬ 
sion of the reserved sector. 

Within the small-scale sector, preference 
is to be given to what the Industry 
ministry has designated as the *‘tiny 
sector”, which would consist of industrial 
units which have invested in machinery 
and equipment rupees one lakh or less 
and are situated in towns with a popula¬ 
tion of less than 50,000 according to the 
last census or in villages. Special schemes 
of financial assistance are to be drawn up 
for the benefit of the “tiny sector” as 
well as cottage and household industries. 
The statement promises special legisla¬ 
tion with a view to ensuring that cottage 
and household industries which provide 
employment to large numbers get due 
recognition in our industrial develop¬ 
ment. The nature of this legislation 
has not been spelt out« 

dacentralised machinery 

Indications, however, arc given of pro¬ 
motional measures, which would aim at 
raising the efficiency and ensuring the 
economic viability of these sectors. The 
development machinery is to be decen¬ 
tralized through the setting up of an 
agency in each district to deal with all the 
requirements of small-scale and cottage 
industries. This agency will be called the 
District Industries Centre and the govern¬ 
ment proposes to cover all the districts in 
the course of the next four years. This 
network will undertake the investigation 
of raw materials and other resources, 
supply of machinery and equipment, pro¬ 
vision of raw materials, arrangement for 
credit facilities and the setting up of marke¬ 
ting organisation. The statement attaches 
great importance to the objective that no 
worth-while scheme of small-scale or 
cottage industries is given up for want of 
credit. 

The Industrial Development Bank of 


India Jias already taken steps to set 
up a separate, wing to deal with the credit 
requirements of these industries, this wing 
will coordinate, guide and monitor the 
entire range of facilities offered by other 
institutions for these sectors. The commer¬ 
cial banking system, particularly the 
nationalized banks, are now being asked 
to organise separate wings for servicing 
the credit needs of these industries. 
Banks will be expected to earmark a 
specific proportion of their total advances ] 
for the small-scale and cottage Industries 
sectors. Meanwhile the governor of the 
Reserves Bank has asked commercial 
banks to extend financial assistance to 
capital investment in the small-scale sector j 
by charging a rate of interest not exceeding 
11 per cent on term loans with maturity of 
not less than three years. 

revamping KVIC 

The statement notes that the Khadi and 
Village Industries Commission has not 
been effective in promoting the 22 villag*^, 
industries which come within its purvie^ 
It promises that the structure of the com^? 
mission will be revamped so that it canj 
more eflectively fulfil the role assigned to^ 
it. The promotion of khadi is to be given; 
a special place and here there is an inte-:^ 
resting and also intriguing proposal for a: 
large-scale programme of the development" 
of what is described as “Nai khadi”. It is 
claimed a breakthrough in the field of 
khadi is in sight with prospects of spinning 
and weaving polyester fibre along with cot¬ 
ton fibre. Further progress in this direc¬ 
tion, it is argued, could assist in improv¬ 
ing the productivity and the earnings of 
khadi spinners and weavers. On more gene¬ 
ral terms also, this statement recognises 
the need for the development and applica¬ 
tion, of technology appropriate to socio¬ 
economic conditions. It pledges a special 
effort at ensuring an effective and coope¬ 
rative approach to development and wide¬ 
spread application of suitable small and 
simple machines and devices for improv¬ 
ing the productivity and capacity of small- 
scale and village industries. 

The industrial policy statement is un¬ 
doubtedly restrictive in its approach to th{ 
role of large-scale industry in the furthei 
industrialization of the economy. The 
reservation of a number of manufacturei 
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to 8nM]l*ieale and cottage induatriesii 
oat atpect 'of thia attitude. It is only 
Jradgioily allowed that large-^e indus- 
*t^ could function in such areas as basic 
industries (non-ferrous metals, cement oil 
refineries etc), capital goods industries 
and high technology industries which 
require large-scale production (fertilizers, 
pesticides, petro-chemicals etc) and other 
industries which are outside the list of 
reserved items for the small-scale sector 
and which are considered essential for the 
development of the economy (machine 
tools,, organic and inorganic chemicals, 
etc). It is worth noting that some of the 
industries falling under one or the other 
of this description are already exclusively 
in the public sector, and to this extent the 
new restrictions on the functioning of 
large-scale industry in the private sector 
are rendered more strict or severe. 

Implicit in the reservation of the manu¬ 
facture of certain items for the small-scale 
or cottage industries is a change in licen¬ 
sing policy as a result of which no expan¬ 
sion of capacity is to be sanctioned to 
large-scale units which are now engaged 
in the production of such goods. This 
freezing of existing capacity would appear 
to be most significant in the case of tex¬ 
tiles. The government will not permit any 
expansion in weaving capacity in the orga¬ 
nised mill or power-loom sector. As 
for spinning capacity in the organised 
mill sector, expansion is to be allow¬ 
ed only when there is a shortage of yarn 
which interferes with adequate supplies for 
the handloom sector. The freezing of wea¬ 
ving capacity would reinforce the existing 
reservation of certain items of. textiles for 
production in the handloom sector. 

strict enforcement 

This reservation is to be more strictly en¬ 
forced hereafter and it may also be extend¬ 
ed to other items. Laundry soap and leather 
footwear are among tthe manufactures 
reserved for exclusive development in the 
small-scale sector. In this case also ho ex¬ 
pansion of large-scale production will be 
licensed except that increases in the capa- 
' of existing units or the setting up of 
' units will be permitted where the pro- 
luction is for export. Simultaneously the 
Khadi and Village Industries Commission 
is being charged with responsibility for 
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iocreasihg progressively the share of the 
cottage sector in the total production of 
footwear and soap. 

While licensing additional capacity in 
the large-scale sector, the government will 
ensure that no industrial um't or business 
group acquires a dominant ora mono¬ 
polistic position in the market. It follows 
that the industrial policy statement can¬ 
not have much use for further substantial 
growth of large-scale industries managed 
by what are described as large business 
houses. The Monopoly and Restrictive 

r - 


EASTERN ECONOMIST 


Wlahes Its Resdsrs 


A HAPPY NEW YEAR 


V.- 

A 

Trade Practices Act will not only remain on 
the statute book without any liberalization 
or relaxation, but it will also be more rigo> 
rously enforced. Again, except in the case 
of industries eligible for automatic growth 
of capacity, the expansion of the existing 
undertakings into new lines and establish¬ 
ment of new undertakings by large busi¬ 
ness houses will require specific approval 
of the government. It is clear that this 
approval cannot be taken for granted. 
Large business houses have also been 
warped that they will have to rely on 
their own internally generated resources 
for financing new or expansion projects. 

The debt-equity ratio in the case of less 
capital intensive or less sophisticated 
industries will be so fixed as to reflect the 
greater us: of their own internally generat¬ 
ed resources by large business houses. In 
other words the access of these establish¬ 
ments to the financial institutions is to be 
restricted. However, in the case of indus¬ 
tries such as fertilizers, paper, cement, 
shipping and petrochemicals which are 
relatively more capital intensive in nature, 
the debt-equity ratio will be so fixed as to 

S 


permit greater recourse to the financial 
institutions. 

The statement does not contemplate 
any further nationalization of industries 
in the' private sector. It is however at 
pains to explain that the piibUc sector 
will have an expanding role in several 
areas, e.g., the development of a wide 
range of ancillary industries. 

foraign capital 

While dealing with foreign companies 
the statement makes it clear that the 
government attaches very little importance 
to foreign capital in helping to develop the 
country’s economy. So far as existing 
foreign companies are concerned, the pro¬ 
visions of the Foreign Exchange Regula- 
lation Act are to be strictly enforced so 
that there is a dis-investmenl of foreign 
capital in these companies. Foreign colla¬ 
boration is to be valued only to the ex¬ 
tent that the acquisition of technology is 
necessary. Where foreign technological 
knowhow is not needed, existing collabo¬ 
rations will not be renewed. The govern¬ 
ment, it has been indicated, is now engag¬ 
ed in preparing a list of industries where 
no foreign collaboration, financial or 
technical, is considered necessary. For all 
approved foreign investments, majority 
interest to ownership and effective control 
should, as a rule, be in Indian hands, but 
exception might be made in the case of 
highly export-oriented and/or sophisticat¬ 
ed technology areas. Even a fully owned 
foreign company might be considered 
where production is wholly for export. 

It may be considered at once that fears 
that the new policy will clamp a mediaeval 
industrial structure on our economy are 
greatly exaggerated. Although some areas 
of manufacture are being taken out of the 
competence of large-scale industry, the 
industrial policy statement at the same 
time places great emphasis on the promo¬ 
tional efforts needed for raising pro¬ 
ductivity and the quality of the goods in 
the small-scale and cottage sectors. This 
suggests that the government is not alto¬ 
gether blind to the importance of costs in 
the economics of industrial investment or 
production. Provided the government is 
as good as its word in looking after the 
efficiency aspect of small-scale production 
and is really prepared to revise the list 
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of reserved industries from time to time 
in the light of the progress made in ensur¬ 
ing that the small-scale sector is competi¬ 
tive, it may be expected that substantial 
gains in terms of employment and decen¬ 
tralised purchasing power could be made 
without the economy having to pay* an 
excessive price in the form of loss of its 
potential for growth. In other words, 
while it is very likely that the rate of eco¬ 
nomic growth will be depressed to some 
extent, there could be compensation in 
the form of less unemployment or more 
widely disbursed purchasing power. 

R & D contribution 

At the same time it is necessary to 
urge on the government the need for 
ensuring that this loss of growth potential 
is as small as possible. It is probably true 
that so far as the cotton textiles entering 
mass consumption are concerned, the 
handloom sector could be expanded suffi¬ 
ciently to take care of the needs of the 
people. But this possibility does not justi¬ 
fy the total freezing of weaving capacity 
in the mill sector. There is, obviously, 
no case for preventing the organised mill 
industry from expanding its weaving capa¬ 
city in respect of non-cellulosic fibres or 
blended fabrics, particularly where non- 
cellulosic fibres are used in blends. Such 
fabrics are relatively more expensive and 
there is great need for bringing down their 
prices and cost of production so that they 
may come within the reach of an increas¬ 
ingly large consuming public. To the 
extent that large-scale production could 
achieve this, it will be wrong to freeze 
mills* weaving capacity in respect of these 
fabrics. Secondly, weaving and hnishing 
technologies are progressing rapidly in the 
case of synthetic an 1 blended fabrics and 
it is clearly undesirable that the organised 
mill sector should be obstructed from 
making their manufacturing, processing 
and R&D contributions in this field. 

The decisions relating to the large busi¬ 
ness houses could well have been freer 
from prejudices. As management tools 
these houses have a great deal to contri¬ 
bute to the further industrialization of 
the country and it should be possible for 
any intelligent government policy to pro¬ 
vide for the maximum utilization of their 
skills and services in the national interest. 
The constant harangue that these 


houses have groiim excessively in relation 
to otker parts of industry and have thus 
secured a dominant position in the eco¬ 
nomy which they are using or could u^ 
for ^ir self-aggrandisement is mere poli¬ 
tical propaganda. Statistics relating to 
increases in assets which are trotted out 
by ministers or official spokesmen in this 
connection are mostly a case of juggling 
with numerals. When due allowance is 
made for such factors as the overall 
growth of industry, the impact of infla¬ 
tion, increase in liabilities and the nationa¬ 
lization of the major commercial banks 
and some large industrial units, it will be 
seen that the assets managed by large 
business houses have grown no more than 
what is natural to living organisations 
functioning with a certain amount of effi¬ 
ciency. In any case, the apparatus of 
bureaucratic controls and regulations has 
already been sufficiently elaborated and 
there is therefore no need for further 
curbs on any branch of productive indus¬ 
trial activity, including the large business 
houses. 

The statement has threatened to restrict 


the access of these business houses to tin 
financial institutions when loans an 
required for expansion or for new indua 
tries. The argument is that larg« 
business houses should rely on their owe 
mtemaliy generated resources. This isi 
silly contention because most of the facton 
which determine profitability do not act 
differently as between industrial unit! 
managed by the large business houses and 
others. For instance, the former do not 
necessarily obtain their raw material! 
cheaper nor are they able to empIo> 
men at lower wages. Again corporate 
taxation or central excise or other com¬ 
modity taxation make no difference bet¬ 
ween the large business houses and the 
rest. It is true that if there is normally 
functioning capital market, the large 
houses, because of their business reputa¬ 
tion, will be in a stronger position to 
mobilize risk capital, but the n:w capital 
market has been reduced to a meagre 
existence. In these circumstances, there 
is no rhyme or reason in arguing that 
large business houses, simply because they 
are large, should be in a position to gene- 


Public held to Ransom 

The banking public is no party to the dispute between employees 
and management- Yet, they suffer as a result of frequent, planned work 
stoppages, which are so timed as to disrupt the day's clearing. Only a 
year ago, some bank union leaders were waxing eloquent on customer 
service. In retrospect, those professions appear to have been a shield 
against MISA rather than any expression of sincere desire to serve custo¬ 
mers. 

Strangely enough, many bank employees are resentful of these 
tactics not only because they lose wages, but also they realise that by 
Inconveniencing customers thsy increase their unpopularity further. 
However, fear of non-conformism impels many of them to fall in line with 
the militant minority. 

Mangements and the government seem reluctant to protect public 
interests. Depositors would, therefore, do well to fend for themselves. 

I The post office savings bank account Is a good alternative in cont¬ 
rast to meagre 3 per cent given by banks, 5 per cent Interest is given by 
P-O. on savings bank accounts with cheque facility. Moreover, on deposits 
of up to Re. 25,000 the Interest is tax free (i.e- Rs-1,250 per year). This 
is in addition to exemption of Rs 3,000 on income from bank deposite 
and other approved securities. There are some inconveniences In 
operating a P.O. savings bank account, but commercial banks have 
nothing positive to offer which counterbalance those Inconveniences. At 
any event, depositors are not prevented from withdrawing their own 
money by work stoppage and strikes. 

(M.R. Pal) 

Hon. Secretary 

All-India Bank Depositors' Assn 
(Bombay Branch) 

-- 
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imte sufficient resources interoally for 
financing the whole or the greater part 
of new or expansion projects. It is clear 
that the government hat become a victim 
of its own propaganda that the large busi¬ 
ness houses have been building them¬ 
selves by drawing heavily on financial 
institutions. It is good that the govern¬ 
ment recognizes the importance of indus¬ 
trial growth being financed by internally 
generated resources, but it docs no credit 
to it that it does not realise that such 
financing cannot be compelled to by mea¬ 
sures which are clearly punitive in nature. 
It is not only the large business houses 
which need to generate sufficient internal 
resources. All industrial units which have 
to meet the high capital cost of expansion 
or new projects are faced with the same 
necessity and it is therefore the responsi¬ 
bility of appropriate pricing and fiscal 
polici.s to make possible the adequate 
generation of iiilernal resources. No 
special obligation can reasonably be 
placed on the larg: business houses since 
they arc to function in the same context 
as the rest of industry. 

political prejudice 

The approach to foreign collaboration 
again is covered by similar political pre¬ 
judices. It is clearly irresponsible on the 
part of the government to rule out any 
significant inflow of foreign private capi¬ 
tal. Given our need for resources and 
the limits to our domestic savings, we are 
condemning ourselves avoidably to a 
lower rate of growth, with all that it imp¬ 
lies ill terms of employment and the stan¬ 
dard of living of our people, by shutting 
out foreign investment. It is true that 
the enforcement of the FERA has not 
resulted in an exodus of existing foreign 
companies but this is hardly any conso¬ 
lation for a country which is in great 
need, by any test, of large and steady 
inflow of new foreign investments into 
the many capdal-hungry areas of its eco¬ 
nomy. The negative attitude to foreign 
private capital, which is one of the more 
disturbing features of the industrial 
policy statement is bound to impose an 
jmnnecessary regimen of austerity on the 
l^evelopment prospects of the nation. 

To sum up, the emphasis on the deve¬ 
lopment of the decentralized sector may be 
welcomed with reservations. Provided the 


industrial policy statement lives up to its 
promise of caring for productivity and a 
continuous improvement of manufactur¬ 
ing, managment and marketing techniques 
in the small-scale sector, the economy 
could benefit from the creation of emp¬ 
loyment opportunities in areas where they 
are most needed. At the same time the 
curbs placed on large-scale industry are on 
the whole likely to lead to a slowing down 
of the rate of medium and longterm 
economic development of the economy 
as a whole. This loss in growth potential 


The PRESIDENT of the World Bank, Mr 
Robert McNamara, is one of those well- 
meaning persons, who cannot take a step 
without treading on their own good inten¬ 
tions. As his contribution to the resolution 
of th 3 issues in debate in the North-South 
dialogue, he invited Mr Willy Brandt 
some time ago to head an Independent 
Commission on International Develop¬ 
ment Matters”. The idea was that Mr 
Brandt should assemble a prestigeous 
group of international personalities, not 
committed to any narrow interests but 
conversant with the problems of world 
community, which could act as an honest 
broker of ideas and, perhaps, ideals. Mr 
McNamara also arranged for funding 
generously a Geneva-based staff of profes¬ 
sionals to function as the secretariat of 
the commission. However, he must be 
wondering already whether the Commis¬ 
sion* would click. 

Meanwhile Mr Brandt has found him¬ 
self a team of 16 members of whom nine, 
including the durable Mr L.K. Jba of 
India, arc from Third World countries. 
He has made a start by defining princi¬ 
pally for his own benefit and that of his 
colleagues the fairly familiar North-South 
issues. Th.y are : how to increase finan¬ 
cial and technological aid from richer to 
poorer nations; how to expand markets 
for Third World products and stabilise 
the prices of raw materials and how 
developing nations can limit their popu¬ 
lation growth and their military expendi¬ 
tures. He came to New Delhi on Decern- 


could be reduced if the government would 
reconsider some of its decisions relating 
to large-scale industry, particularly those 
aflfecting large busine^ houses and foreign 
collaboration. Meanwhile it is clear that 
the industrial policy statement calls upon 
the nation—but not in so many words— 
to make a choice between more decen¬ 
tralized employment in the short period 
and faster and higher medium and long¬ 
term growth. It is important that the 
public should be made aware of this 
demand on them. 


ber 20 on a brief visit to explain how the 
Commission proposes to set about its task. 
Playing it on a somewhat low key, he 
said that he hoped that the Commission 
would leave its mark both on the thinking 
and the actions of the governments con¬ 
cerned and added, with endearing scepti¬ 
cism, that, even if the Commission failed, 
no great harm would have been done, 
since it could have at least added one 
more tome to the libraries. 

confusion of probloms 

It may b^ granted at once that the con¬ 
text in which the Commission has begun 
its work fully justifies its chairman’s con¬ 
servative expectations. This is not only 
because the North-South dialogue has so 
far produced no indication of an adequate 
philosophy of cooperation being worked 
out to redress the disparities in income 
and wealth between the rich nations and 
those that are poor. There is also the 
further objective difficulty that the indus¬ 
trial countries have for some time been 
caught up in a confusion of economic 
problems which has generally proved to 
be too complex for their skills of political 
or economic management. The US, for 
instance, has fought its way out of a pro¬ 
longed recession only to find that its 
employment needs have still to be subor¬ 
dinated to the continuing imperative of 
keeping inflation in check. West Germany 
has been more successful than most coun¬ 
tries in combining a relatively higher rate 
of economic growth with a low mflation 


Brandt perfers a low profile 
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fate, but it has not been able to solve its 
large and stubborn unemployment pro¬ 
blem. 

In Britain things urcrc pretty bad 
until a year ago, but since then austere 
monetaiy and fiscal policies have achieved 
a remarkable turn-round in its balance 
of payments and also brought it some 
relief from domestic inflation. At the 
same time prospects of economic stability 
remain brittle because of relatively low 
productivity in industry and the ever¬ 
present threat from trade unions to an 
adequate incomes policy. 

counter-productive 

Across the oceans, in Japan, the 
very success of that country in 
controlling domestic prices and pushing 
Japanese goods in world markets has 
proved counter-producti\’e to some 
extent since it has led to Japan piling up 
balance of payments surpluses on current 
account to such an extent that its trade 
policies have come to be condemned by 
other industrial nations as a menace to 
the smooth conduct of international eco¬ 
nomic relations. More specifically, the 
US and the European Economic Commu¬ 
nity have initiated protectionist offensives 
against Japanese goods with a view to 
compelling it to take measures for restrain¬ 
ing its export drive and opening up its 
economy for imports from other coun¬ 
tries. 

Internationa] trade practices are thus 
threatening to break away from their 
GATT moorings. Siraultaueously, thanks 
to the sharp decline in the value of the 
dollar vis-a-vis those of other major 
currencies in the course of this year, the 
post-Smithsonian international monetary 
system is now a shambles. West Germany 
and Japan, particularly, deem it a matter 
of urgency that the US government should 
stabilise the value of the dollar. Other- 
virisc the competitive position of West 
German and Japanese exports against US 
goods in world markets could be seriously 
damaged. Thus the industrial nations are 
currently preoccupied with their own trade 
and currency problems and are to that 
extent less interested in diverting their 
energies to considerations of basic changes 
or reforms in their economic relations 
with Third World countries. Moreover 
they could argue, with some justification, 


thai^they could not bo expected to undef- 
takO^long-ternl or even oi»id-term commit- 
meals to transfer resources to poor coun¬ 
tries on a substantial scale so long as the 
growth prospects for their own economies 
are not clear. 

The Brandt Commission, however, 
plans to spend 18 months on this job. 
This, peiiiaps, is a long enough period for 
some of the current trade and currency 
problems to be sorted out and it is possi¬ 
ble that the international context might 
improve as Mr Brandt and his colleagues 
proceed with their cerebration. At this 
point some broad reflections on the direc¬ 
tions which the Commission may usefully 
take are relevant. Recent developments, 
particularly the EEC’s insistence on plac¬ 
ing curbs on textile imports from Hong 
Kong, South Korea, Taiwan, India, 
Pakistan, Egypt and Brazil show that the 
industrial countries are not yet prepared 
for any significant restructuring of their 
iodustrial production involving the atte¬ 
nuation or extinction of their traditional 
manufactures faced with competition from 
imports from developing nations. It is 
possible that, with an improevment in the 
employment situation in the industrial 
countries, more extreme forms of resis¬ 
tance to imports of even low-technology 
manufactures from the developing coun- 


To describe the year 1947 as the annus mir- 
ablis—the year of wonders—will be to employ 
an over-worked phrase, which hardly does ade¬ 
quate justice to revolution in many continents. 
Consider the major events of the year. It more 
or less opened with the White Paper on Burma. 
On the 20th February, there was the announce¬ 
ment of Britain's intention to come out of her 
commitments in India by June 1948. The Lingad- 
jaati agreement, which recognised the Republic 
of Indonesia as exercising de facto authority in 
areas occupied by allied or the Netherlands forces 
would be included gradually, through mutual 
cooperation in the Republican terrirory, followed 
on the 2Sth of March 1947. The agreement 
meant, as circumstances then were, political 
freedom for some sixty milJion Asians. On the 
3rd of June, India was partitioned ; and the 
Indian Indepenccnce Act came into force on the 

_ . 


trie« may diminish. But there is mo \ 

to believe that there will be ihadameatal i 
changes in attitudes within any relevaol 
fhture period. It would therefore seem to' 
be the case that, so far as tranfer of re-; 
sources from the rich to the poor nations^ 
through trade liberalisation is concerned, i 
progress may be uneven, uncertain and on! 
the whole, limited. The best that could 
be hoped for in this direction is that, with, 
the further spread of the Generalised; 
Scheme of Preferences and the enterprise 
shown by developing countries in availing 
themselves of the opportunities offered by 
this scheme, their trade will show at 
least steady, if modest, growth over a 
period. 

The Brandt Commission would no 
doubt discuss at length the possibilities of 
stepping up transfer of resources through 
various international institutions, includ¬ 
ing the IMF, but prudence dictates* that 
it should not stress loo much reliance on 
official development aid. While the terms 
on which this aid is being rendered ore 
being progressively liberalised the| 
quantum of the aid is unlikely to expandl 
very much. Right now West Germany isj 
probably the only country which isi^ 
enthusiastic to any extent about increasing 
the volume of official aid. The Budget 
Committee of the Bundestag decided 


15ih of August. This was followed by the 
publication on the 27th of October of Ihe- 
Burmese Independence Bill, together with the 
text of the Anglo-Burmese treaty. Less than a 
month later, on the 14th of November, the 
Ceylon Independence Bill was introduced in the 
Mouse of Commons. 

The United Nations and the major powers 
moved quite as fast as Britain herself. The 
United Nations Special Comtnittco on Palestine 
reported on the 31st of August, and about three 
months later, on the 29th November, attempts at 
compromise failed in the General Assembly, 
which voted for the partition of the country. The 
majority report of the Palestine Special Com-*' 
mittee may be good or bad. But the adontjoti 
of the report by the General Assembly, *8ec the 
Middle East on fire' to use the words of Azzam 
Pasha, the Secretary-General of the Arab 
League. 
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reclNitly to mcrease its asnstaiioo to toe 
ri^d World to a value of almost D mark 
4,^ million as compared with D-mark 
3,i()0 million in 1975. It should be noted 
ir that the 1976 figure was only 
0.3 per cent of the GNP. The Japanese 
government is now planning to increase its 
development assistance as part of its pro¬ 
gramme for bringing down its balance of 
payments surpluses, but, as it is, its per- 
forman^ in this respect has not been 
impressive. As the Development Assistance 
Committee of the OECD has pointed out, 
the official development assistance dis¬ 
bursal by the Japanese government declin¬ 
ed by four per cent in current prices to 
$1,105 million in 1976 which represents 
only 0.20 per cent of the GNP. Reviewing 
US government’s record, the DAC 
finds that aid fell from 0.26 per cent of 
pNPin 1975 to 0.25 per cent in 1976, 
jbompared with an average of 0.39 per 
icent for the 17 DAC members. The indus- 
;trial countries, by and large, have been 
^tiring of official aid since 1975 and there is 
lO reason to believe that the Brandt Com- 
lission could do much to reverse this 
:rend. 

practical course 

" The practical course for the Commis¬ 
sion would therefore be to look into other 
i means or forms of tr.itisfer of resources 
vhich would be more to the liking of 

( industrial countries and are also clearly 
beneficial to the developing nations. The 
DAC has found that there have been 
i relatively strong flows of private capita! 
I^from the industrial countries to develop¬ 
ing economies. For instance, the total of 
nrivate and public assistance of the 
federal Republic of Germany to develop- 


Dssi py meauag tmomtijpMvm memGreas- 
ed flow of private cred^lrntf inmetments 
from the industrial flMtoUe. to the deve¬ 
loping countries. If tig ^attef ii viewed 
in this light, it becomes'ar once apparent 
that the Brandt G^aission should 
obj^tiveiy examine the need for and w^ays 
and means of developing countries follow¬ 
ing policies which would encourage the 
transfer of resources to them through 
freer and larger flows of foreign invest¬ 
ments and credits into their economies. 

So far as industrial nations arc concern¬ 
ed, they should be only too glad to 
welcome such capital movements provided 
they are related to their own legitimate 
interests. For instance, the industrial 
nations should be keen on improving 
existing sources or developing new sources 
of raw materials and commodities of 
which developing countries are consider¬ 
able suppliers. Mr Brandt has spoken of 
the familiar demand of developing coun¬ 
tries that thz prices of their primary 
exports should be stabilised at remunera¬ 
tive levels. Industrial nations would find it 
easier to entertain a demand of this kind, 
if it is also accompanied by programmes 
for expanding the production of these 
commodities in step w:th the increasing 
requirements of industrial countries. A 
promotional plan which links private 
credits or investments from industrial 
countri.s with the raising of productivity 
of primary export industries in developing 
nations or the development of new sources 
of supply of primary commodities in the 
litter would therefore appear to be very 
much in line with the concept of mutua¬ 
lity of benefits which Mr Brandt himself 
has rightly stressed. 


rmafiy maosinai nancnis oaw uoua 
discovering through bitter experience that 
so long as the standard of living and 
wages remain low in the developing coun¬ 
tries, their exports of manufactured goods 
will have an unsettling effect , on iow- 
tschnolbgy in the industrial countries. 
The advanced economies have also realis¬ 
ed that the expansion of their own exports 
will in the future depend to a large extent 
on the growth of import capacities of 
developing countries. For these reasons 
there is an increasing acceptance in the 
developed countries of the fact that their 
interests lie in actively stepping up private 
credits and investments to developing 
economies so that the latter could indus¬ 
trialize themselves efficiently and fast and 
thereby raise wage levels in their econo¬ 
mies and the standard of living of their 
peoples. 

The problem really is whether the deve¬ 
loping countries are politically prepared 
to encourage large-scale inflow of private 
credits and investments. Here there are 
sharp differences in attitudes among deve¬ 
loping countries. The government of 
India, for example, has been saying in 
season and out of season that it docs not 
attach much importance to the financial 
participation of foreign capital and that 
it would allow foreign collaborations 
mainly in areas where superior techno¬ 
logy is to be imported. Quite clearly such 
attitude must come in the way of large 
transfers of resources from the rich 
nations to the poor nations. It remains to 
be seen whether the Brandt Commission 
will have the courage to address itself to 
such issues with intellectual integrity and 
political objectivity. 


ing countries rose to D-mark 13,400 mil- ^ 
lion in 1976, us compared to D-mark | 
12,200 million in 1975. The sum for 1976 | 
represents almost 1.2 per cent of the | 
GNP. In the case of Japan, again, total 
net afficial and private flows to the deve- 
; loping countries inerwased from $2,890 
[ million in 1975 to $4,003 million in 1976, 
f owing to marked expansion in private and 
official export credits and to increased 
direct investments as a percentage of 
• GNP. The total flows rose from 0.59 per 
jjnt in 1975 to 0.72 per cent in 1976. 
Inhere is thus reason to believe that the 
transfer of resources could be facilitated ^ 


Attention Subscribers 

Subscribers are requested to notify the non¬ 
receipt of a particular issue within a month of the date 
of publication failing which it may not be possible to 
provide replacement copy. 

Mmager 


sastbui boonombst 


MNUARY 6, 1978 




9 



CAPITAL'S 

CORRIDORS 

C. Raghavan 

Split in Congress * Urs ministry's dismissal • 
Undoing 42nd Constitution Amendment Act 


The sput in the Indian National Congress 
was formalised on January 2, 1978, when 
Mrs Indira Gandhi and her supporters, 
assembled at a two-day convention here 
early this week, declared themselves to be 
the real Congress. Claiming to have a 
“majority of the AlCC members’* among 
them, they declared Mrs Gandhi to be the 
president of the party and authorised her 
to reorganise the Congress at all levels. 
The convention said that this was neces* 
sary to provide an effective leadership to 
meet the challenges before the nation and 
the party. 

The setting up of the Indira Congress, 
after months of wrangling with the 
Reddi-Cbavan group, now in control of 
the AICC, appeared to signify that Mrs 
Gandhi and her followers were launched 
on the path of the politics of agitation 
and confrontation. Speeches at the conven¬ 
tion, the resolutions tabled and adopted, 
and the general tenor of the proceedings 
itself made this clear. 

chalking new path 

The convention was presided over by 
Mrs Gandhi herself, and both she and the 
organisers at the outset suggested that 
there was no attempt at confrontation or 
conflict with anyone. However, the politi¬ 
cal resolution as well as the speeches on 
it made clear the views of the conven- 
tionists on the failures of the Congress 
leadership both on the organisational and 
parliamentary sides, and their desire to 
chalk out a new path. 

The talk of a split had been long in the 
air. Some of her followers had been pres- 
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sing Mrs Gandhi to take the step, but she 
appeared for a while to be hesitant. Even 
on the opening day of the convention, she 
had told some of her followers that they 
had to proceed carefully in order to be 
able to carry leaders like Mr Kamalapati 
Tripathi and Mir Qasim with them. And 
ultimately she did. 

The convention met at New Delhi's 
Vithalbhai Patel Bhavan grounds—the 
venue of the 1969 meeting of the Indira 
Gandhi wing heralding that split. A news¬ 
man who had been present then and also 
on this occasion told me that he found 
the crowd this time more orderly and 
serious than in 1969. The newsman, it 
should be stated, was opposed to Mrs 
Gandhi at that time and is so even 
now. 

difRcult assMsment 

It was difficult to make an assessment 
of AICC men present at the convention or 
of MPs and legislators attending it. Unlike 
in 1969, this, however, was not of much 
consequence. Mrs Gandhi herself is not in 
power, and by the normal processes of 
constitutional politics, cannot hope to be 
back in power before 1982. But It seemed 
clear that she was beginning a campaign 
of agitations and confrontation to take 
advantage of Janata government’s failures 
and to whip up a populist and popular 
movement to forge a new kind of alliance. 
By her and her followers* reckoning such 
an alliance should involve the Harijans 
and the landless labour in the country¬ 
side, the Muslims and other minorities, 
and hopefully in the not-too-distant a 


future the urban working classes and even 
the iniddle classes. Judged by this objec** 
tive, the attendance at the convention was 
not unimpressive. ^ 

Neither the Janata party nor her op¬ 
ponents inside the Congress should 
fool themselves, particularly when it is 
clear that Mrs Indira Gandhi can be 
fought only politically. White a section of 
the participants clearly had the imprint of 
the frenzied, slogan-shouting professional 
crowd, got together by party managers 
with funds, there was a much larger and 
sizeable section of what appeared to be 
the traditional type of Congressmen. This 
was particularly true of those who had 
come from beyond the immediate sur¬ 
roundings of Delhi and Haryana. The 
audience even appeared to be listening to 
and absorbing speeches with better atten¬ 
tion than at the normal run of annual 
sessions of the Congress. 

no regrots 

Mrs Gandhi had no regrets for the 
emergency. She asserted that the credit 
for restoration of democracy should go to 
her and not to the Janata party, because 
it was she who had called the elections,i 
and when she and her party were defeated, 
had stepped down. She also denied that 
she was a prisoner of those around her 
and promised that in any event those near 
her, against whom there was resentment 
amongst party workers or anger in the 
public, would not be allowed to come 
forward. While Mrs Gandhi conceded 
that some mistakes, both in policy and in 
implementation of policies, had been 
committed during the emergency, shi 
thought it was time to forget all that. The 
political resolution also put forward the 
thesis that the defeat of the Congress 
was due to “reactionary combine of inter¬ 
nal and external forces** and criticised the 
Congress leadership for the view that \*the 
people’s antipathy was against certain 
individuals and not against want of per¬ 
formance*’. 

Considering that Mrs Gandhi and her 
group, and (he political resolution too, 
talked of winning back intellectuals and 
involving them, this must be considere<}^ 
astonishing. However, it would be so only 
if the moves are judged either in terms of 
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^ait lM)ji>enned In 1989 or in terms of 
normal politicking to which we have 
become accustomed. Thanks to' the 
failures of the Janata government, and 
the ineptness of the Reddi-Chavan leader* 
ship of the Congress, Mrs Gandhi, how* 
ever, has been calling the shots for the 
last six months and others have been 
merely nacting. Hie way she has been 
dominating the newspaper headlines and 
front pages is merely one example. And 
the newspapers—the same ones which 
were so *crawlingly’ adulatory to her 
during the emergency and are now trying 
to prove themselves true to the Janata 
party by the news reportage that often 
look like editorials—are also perhaps 
helping her. 

• • 

The Janata government acted on New 
Year’s eve to dismiss the Deveraj Urs 
ministry in Karnataka and impose Presi¬ 
dent’s rule in the state. The decision 
reversed within the week the earlier view 
that the centre should not dismiss the 
ministry on the basis of parades of legis¬ 
lators before the governor or signatures 
on memoranda, particularly since it would 
be facing the legislature on January 3 
when its strength could be tested on the 
floor of the house. This was the view of 
the union Home minister, Mr Charan 
Singh, who recalled how when he was the 
chief minister of Uttar Pradesh and his 
ministry was in any event going to face 
the legislature to test its strength, Mrs 
Gandhi had dismissed it and imposed 
president’s rule. 

Though purportedly the. Karnataka 
governor’s subsequent report changed the 
government’s view, no one is taken 
in by this. The action, in which reportedly 
even president Sanjiva Reddy had a hand, 
would appear to have been motivated by 
Janata party’s interest in accentuating the 
Congress split and undercutting Mrs 
Gandhi’s faction. The governor’s report 
that the continuance of the ministry (for 
another three days) would “further pol¬ 
lute the prevailing atmosphere and there is 
a risk of horse-trading and pressures 
applied on members’’ does not speak 
highly of the moral calibre of the MLAs 
behind the antl-Urs K.H. Patil group 
either. (Similar charges of horse-trading 


and pressures are bdng made by Janata 
party mm agains( JfCfta chief, ministers 
in Haryana and HiniiW Fimde^.) 

In the ev^ howev(lrM.to the normal run 
of middle level CoapMs worker^ toe 
Janata goverrunmt’s move came as fur¬ 
ther proof of rumours and charges about 
the behind-the-semes negotiations and 
horse-trading reportedly going on between 
sections of the Janata party and the 
Reddi-Chavan faction of the Indian 
National Congress. Mr Charan Singh’s 
stand (earlier) on grounds of princiifle 
against the dismissal was also perhaps 
motivated by similar considerations— 
namely, need to block a new alignment of 
Congressmen and ex-Congressmen (inside 
Janata) aimed against Mr Charan Singh 
and his ambitions in the direction of the 
prime ministerial gaddi. 

* * 

After weeks of dilly-dallying, with the 
government toiding it difficult to fill legis¬ 
lative time, parliament in the last week 
was sought to be crowded with business. 
The only substantial business enacted was 
the Constitution (43rd Amendment) Bill, 
wilieh aimed at undoing part of the mis¬ 
chiefs of the 42nd Amendment and the 
Bonus Amendment bills. Discussions are 
still continuing between this government 
and the Congress over the proposals to 
undo other mischiefs of the 42nd Amend¬ 
ment. 

The Industry minister who had promis¬ 
ed to bring forward a new Industrial 
Policy Resolution, to replace the 1936 
resolution, placed before parliament, on 
the very last day, a statement on indus¬ 
trial policy. He ran into immediate trouble 
in toe Lok Sabha both from the ruling 
and the opposition benches, when seve¬ 
ral members said that the new statement 
of policy could and should not be imple¬ 
mented. Mr R. Venkatraman forcefully 
argued that the earlier resolution had been 
adopted by parliament after three days of 
debate, and was, thus, a decision of parlia¬ 
ment that could be changed or replaced 
only after a similar debate and resolution 
of the august body. 

« * 

India’s ambassador to Washington, Mr 
N.A. Palkhivala, who seems prone to 
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attract trouble, figured in both houses of 
pturlianutot on the last day. In the Lok 
Sttbha, on December 23, Mr Venkatraman 
rai^ the issue of what a New York paper 
bad headlined “Boot-strapping Diplo¬ 
macy”. 

As published in the New York papers, 
and rqiorted by the Hindu of Madras, 
Mrs Carter (mother of president Carter) 
expressed a desire at a social occasion 
in a restaurant, to get a pair of Indian 
chappals to match the colour of her 
sari. Mr Palkhivala jumped up and 
tried personally to obtain the footprints 
and measurements of Mrs Carter’s feet on 
a piece of paper. The scene was snapped 
and published in the New York papers. 

’genuine nonalignment' 

Coming on the eve of the visit of the US 
president, and Mr Palkhivala’s statements 
about “genuine nonalignment”, the inci¬ 
dent sparked the ire of Congressmen while 
Janata partymen tried to dismiss it all off 
in a jocular and light-hearted way. Mr 
Biju Patnaik had sought to oppose the 
issue being raised in the Lok Sabha, but 
was dissuaded by the prime minister who 
asked him to keep quiet. Mr Desai him¬ 
self was in his seat when it w.'is raised, but 
made no comment. 

In the Rajya Sabha, when Mr V.N. 
Gadgil raised it the next day, Mr Patnaik 
again tried to make light of it and so did 
the Foreign Affairs minister, Mr Vajpayee. 
The Foreign Affairs minister, however, at 
the end told the house that he had asked 
the ambassador to be “more careful” in 
future, but did not make it clear whether 
he expected Mr Palkhivala to be more 
careful in not taking foot measure¬ 
ments or in not doing it in semi-public 
places. 

On the last day, Mr Charan Singh 
introduced his bill to amend the Criminal 
Procedure Code to provide as a part of the 
permanent penal laws of the country the 
power to detain persons without trial. The 
bill was opposed at the preliminary stage 
by the opposition, and even some Janata 
party men. It will come up for considera¬ 
tion in the budget session when undoubt¬ 
edly it will meet rough weather. 
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CAPTIALGAINSN 
CAN EARN 
CAPITAL RETURNS 

FROM UNITS! 


Units offer the best returns on 
Jhort term investments. This year 
for example, dividend from Units 
was 9% I So if you've sold any 
property—shares, jewellery, your 
house or industrial assets, etc.— 
invest the entire sale proceeds 
in Units for a minimum period of 
3 years. You'll be exempt from 
capital gains tax. 

And reap the harvest of high 
returns, with the knowledge that 
your capital is completely safe. 


And remember, under 
the Reinvestment Plan, you can 
plough back your earnings to 
earn even higher dividends 
from UnitsI 

Besides tHte obvious gain. Units 
offer you exclusive tax benefits. 
They're certainly the best and 
safest investment available today. 


Build up your savings. 
Unit by Unit. 
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ffdiYi human rights —Jimmy Carter 

AddrMsIng of porliamotit in the control holt of parliamont 

on January Zi the president of the United States« Mr Jimmy Carter^ 
eidphasised the areas of cooperation betereen his col|rntry and 
India. This is the text of hts Speecha 


ISTAMO before you in this house, the 
seat of one of the world’s great legisla¬ 
tures, with feelings of profound friendship 
aiid respect. 

^ I bring with me the warm greetings and 
.good wishes of ihe people of the second 
largest democracy on earth, the United 
States of America, (o the people of the 
largest democracy, (h:; Republic of India. 

Not long ago. both of our people’s 
governments passed through grave crises, 
in dilTcrent ways, the values for which.so 
many have lived and died were threatened. 
In dilTerent wajs, and on opposite sides 
of the world, those values have been 
triumphant. 

It is sometimes argued that the modern 
^industrial state—with its materialism, its 
centralised bureaucnicies, and the techno¬ 
logical instruments of control available to 
those who hold power- must inevitably 
lose sight of the democratic ideal. 

The recent experience of my country 
put that argument to the test. And the 
result was a vindication of freedom and 
sclf-g*/verrtment. 

opposite argument 

The opposite argument is made even 
more frequently. Tliere are those who 
say that democracy is a kind of richman’s 
plaything—and that the poor are too pre¬ 
occupied with survival to care about the 
luxury of freedom and the right to choose 
their government. 

This argument is tcepegted all over the 
world-^mostly, 1 have noticed, by persons 
whose own bellies are full, and who speak 
from positions of privilege and power in 
their own societies'. 

TheiCi argume9ii. fne qf ^ state^ 

ment made by a grea^ presid^t of the 
Unil^Smtesf .Mr Sftid, 


**Whenever f hear anyone arguing for sla^ 
very, I feci a strong impiHse to see it’tried 
on hhn personally”. 

The evidence, both in India and in 
America, is plain. It is that there is more 
than one form of hun^r, and neither the 
rich nor poor will feel satisfied without 
being fed in both body and in spirit. 

Is democracy important? Is human free¬ 
dom valued by all people? 

India has given her afiirinative answer 
in a thunderous voice—a voice heard 
around the world. Something momentous 
happ?ncd here last March—not because 
any particular pirty won or lost, but 
rather, 1 think, because the largest electo- 
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rate on earth freely and wisely chose its 
leaders at the polls. In this sense, demo¬ 
cracy itself was the victor. 

Together, we understand thit in the 
realm of politics, freedom is the engine of 
progress. 

India and America share practical ex¬ 
perience with democracy. 

We in the United States are proud of 
having achieved political union among a 
people whose ancestors came, from all 
over the world. Our system strives to 
respect the rights of a great variety of 
minorities—including by the way, a grow¬ 
ing and productive group of families from 
India. 

But the challenge of .political union is 
even greater here. li;i tte ^yersity of 
lanipages^ religions, politicsd opinions, 
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and racial and cultural groups, India is 
comparable to the continent of Europe, 
which has a population about the same 
size as India’s. 

Yet India has forged her vast mosaic of 
humanity into a single nation that has 
weathered n^any challenges to survival 
both as a nation and as a democracy. 
This is surely one of the greatest political 
achievements of this or any century. 

India and the United States are at one 
in recognizing the right of free speech— 
which Mahatma Gandhi called **the foun- 
dationstone of Swaraj” or self-government 
—and ih? rights of academic freedom, 
trade union organrsalion, freedom of the 
press, and freedom of religion. 

intomaiional covenants 

All these rights are recognis:d in inter¬ 
national covenants. There are few gov¬ 
ernments which do not at least pay lip 
service to them. And yet, to quote Gandhi 
once more, *'no principle exists in the 
abstract. Without its concrete applica¬ 
tion it has no meaning.” 

In India, as in the United States, these 
rights have concrete application—and 
real meaning. 

It is to preserve these rights that both 
our nations have chosen similar political 
paths to the development of our resources 
and the betterment of the life of our 
people. 

There are differences between us in the 
degree to which economic growth is pur^ 
sued through public enterprise, on the 
one hand, and private enterprise, on the 
other—but more important than these 
differences is our shared belief that the 
political structure in which development 
takes place should be democratic and 
should respect the human rights of each 
and every citizen. 

Our two countries also agree that 
human needs are inseparable from human 
rightS'-that while civil and political liber¬ 
ties are good in tbemselves, they are much 
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more useAil and ranch more meaningfbl 
in the lives of people to whom physical 
survival is not a matter of daily anxraty. 

To have suflScient food to five aitd 
work, to be adequately sheltered and 
clothed, to live in a healthy environment 
and be healed when sick, to learn and be 
taught-^these rights, too, must be the 
concerns of our governments. To meet 
these needs orderly economic growth is 
crucial. And if the benefits of growth are 
to reach those whose need is greatest, 
social justice is crucial as well. 

India is succeeding in this historic task. 
Your economic challenges are no secret, 
and their seriousness is well understood 
in the west. 

What is far less well understood is the 
degree to which Indian social and econo* 
mic policy has been a success. In the 
single generation since your independence 
was gained, extraordinary progress has 
been made. 

India is now a major industrial power. 
Your economy ranks among the 10 largest 
in the world. It is virtually self-sufficient 
in consumer goods and a wide variety of 
iron and steel products. 

There have been notable increases in 
production in nearly every important 
sector of industry—^increases which rdlect 
an economy of great technological sophis¬ 
tication. This kind of growth makes it 
doubly important to try to reduce trade 
barriers, and to promote both bilateral 
trade and mutual responsibility for the 
world trading system. 

human walfara 

Most important, though, are the 
advances in human welfare that have 
touched the lives of ordinary Indians. 

Life ’t^pectancy has increased by 20 
years since independence. The threat of 
major epidemics has receded. The literacy 
rate has doubled. While only a third of 
Indian children went to school in the years 
just after independence; nearly 90 per 
cent of primary-age Indian children now 
receive schooling. Nine times as many 
students go to universities as before. 

I mention these gains because we tend 
to ovetibo|k them in our preoccujpatioh 
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thnyiidte, {property 

eogafell^ 

India^ difDcultms, whi^ we often ex- 
perieoc|jlli,, 5 >ur 8 dves,.and'Whidi are ..^picifi. 
of thelgrobllipsifiwed iiin ttw djeveiopii^ 
world, remind us of the tartes that lie 
ahead. 

But India’s successes'are just as impor¬ 
tant—because they decisively rrfute the 
theory that in order to achieve economic 
and social progress, a developing country 
must accept an authoritarian or totali¬ 
tarian government and all the damage 
to the health of the human spirit which 
that kind of rule brings with it. 

Nevertheless—as Indians are the first to 
affirm—the challenges your country faces 
remain immense. All of us recognise that 
every country stands or falls by its own 
efforts. 

We are eager to join with you in main¬ 
taining and improving our valuable and 
mature partnership of political and 
economic cooperation. 

It is a sobering fact that in a nation of 
so many hundreds of millions of people, 
only a few American business leaders are 
involved on a daily basis in the economic 
and commercial life of this^subcontinent. 

mutual bankfit 

We need to identify iiore areas where 
we can work together Ibr mutual benefit, 
and, indeed^ the bmefit .of the whole 
world. 

In the area of development, I am deeply 
impressed with the creative direction the 
government of India has charted in the 
new economic statement. 

You have committed your nation 
unequivocally to rural improvement and 
the creation of rural employment. This 
policy now faces the test of implementa- 
tion, and especially tfae^ test - of bringing 
its benefits to the podrest sections of your 
rural population. But the seriousness and 
determination of your commitment is 
cause for optimism. - 

The new direction Of your government 
coinddes with our own view that develop¬ 
ment priorities should emphasise meeting 
basic human needs. 

We want to learn ftoih you and to work 
with'^ however we can. 

a^i^tfure theic' are alsb ekdiing 
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new armof techntdqgy ooi wbichwt e^ 
hv'ortCjtofietbef. Affer a deemite of lifijpw- 
ting grain, India now stands with a sur¬ 
plus of nearly 20 million tons. This is a 
tribute to the growing productivity of 
your agriculture and the competence of 
youradministrative services. 

We applaud the grain reserve program¬ 
me you have begun and we would wel¬ 
come the opportunity to share with you 
our resources and experience in dealing 
with the storage problems that surpluses 
bring with them. 

food rotorvo 

Our countries must be in the forefront 
of the effort to bring into existence the 
international food reserve that would 
mitigate the fear of famine in the rest of 
the world. 

At the same time, we must recognise 
that today's surpluses are likely to be a 
temporary phenomenon. The best esti¬ 
mates indicate that unless new productive 
capacity is developed, the whole world 
with its rapidly growing population may 
be facing large food shortages by the mid- 
1980s. 

The greatest opportunities to increase 
agricultural productivity exist here in 
India and elsewhere in the developing 
world. These opportunities must be seized 
—not just so that Indians can eat better, 
but so that India can remain self-sufficient, 
and perhaps even export food to countries 
with less agricultural potential. 

In the past, America and India have 
scored monumental achievements in work¬ 
ing together in the agricultural field. 

But there is still a vast unrealised 
potential to be tapped through further 
cooperation. 

I would like to see on intensified agri¬ 
cultural research programme, aimed both 
at improving productivity in India and at 
developing processes that could be used 
elsewhere. 

This programme would be based In the 
agricultural universities of our two count¬ 
ries, but would extend acrois the whole' 
frontier of lesMrch. 

And beyond leiearbli, I would fiko' tb 



idintUy joint dovdopmcot lurojects when 
iMeaich can be tested and pot to work. 

^ prime mloiiter Desai and I may now 
instruct our governments to focus on these 
matters and come vp with spedficpro' 
petals within Uw next few months. 

One of the most promising areas for 
international coopm'ation is in the regions 
ofeasiam India and Bangladesh, where 
altematiQg periods of drought and flood 
cat cruelly into food production. Several 
handled million people live in this area. 
They happen to be citizens of India, 
Bangjadnb and Nepal. 

But they ate also citizens of the global 
community. And the global community 
^luu a stake in ensuring that their needs 
are met. 

Great progress has already been made 
in resolving water questions and we are 
prepared to give our support when the 
tagional states request a study that will 
define how the international community, 
in cooperation with the nations of south 
Asia, can help the peoples of this region 
use water from the rivers and the moun¬ 
tains to achieve the productivity that is 
inherent in the land and its people. 

Sustained economic growth requires a 
strong base in energy as well as in agri¬ 
culture. Energy is a serious problem in 
both our countries, for both of us import 
oil at levels that can threaten our economic 
health and expose us to danger if supplies 
are interrupted. 

American firms are already working 
with Indians in developing the oil produc¬ 
ing area off the shores near Bombay. 

‘b 

racord of cooperation 

We also have a long record of coopera¬ 
tion in the development of nuclear power 
—another important element of India’s 
energy plans. I hope that our work toge¬ 
ther will continue in this field as well. 

Addltitmally, we stand ready to work 
with you in developing renewable energy 
resources, especially solar energy. Active 
cooperation in this area could be of enor¬ 
mous help to both our countries. 

^ Thme isno shortage of sunlight in India, 
and the lack of a massive existing infra- 
•tractnie tied to fossil fuel use will make 
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dm application of solar .and tolar-related 
meiiy vastly easier here than it will be in 
my country. 

Moreover, the inherently deoentndited 
nature of solar energy makes it ideal as a 
ccunidement to your government’s stress 
on development of self-reliant villages and 
communities. 

With adequate enmgy and ogineering 
applied to die use of existing land 
resources, potential gains in agrioiltural 
productivity will also be gready enhanced. 

The silent void of space may seem 
remote from these challenges, but the 
intricate electronics of a space satellite can 
be as useful to earth-bound farmers as a 
new plough. 

The Indian and American governments 
will tomorrow exchange diplomatic notes 
confirming that the United States will pro¬ 
gramme its Landsat earth resources satel¬ 
lite to transmit data directly to a ground 
receiving station that India will own and 
operate. 

•atullito uurvieu 

This satellite service will provide India 
with comprehensive topographic and 
minerals information and timely data on 
the ever changing condition of agricultural 
water and other natural resources. 

Under the terms of the agreement, 
India will make available to neighbouring 
countries any information that afibets 
them. 

Also, India has already reserved space 
on board the American space shuttle in 
1981 to initiate a domestic communications 
satellite tystem, using a satellite designed 
to Indian specifications. 

We are pleased that our space techno¬ 
logy, together with India’s superb space 
communications capability, will serve the 
cause of practical progress in India. 

Our growing scientific cooperation 
should be anchored in expanded knowledge 
of each other’s people and cultures. 

Our .scholarly exchanges have already 
enriched the lives of Americans who have 
participated in them, and I hope the same 
has been true of Indian participants. 1 
want our exchanges of persons and infor¬ 
mation to flourish and grow. 

In matters of culture and the arts, we 
IS 


(know how much we have to gain. Not 
only Etdia but also the test of Asia, Afirica 
and the Middle East have much to oflbr 
us from which we might learn. 

I hope to expand the opportunities for 
our ritizens to appreciate the strong and 
varied culture in tte nations of your part 
of the world. 

hi global politics, history has cast our 
countries in diflbrent roles. The United 
States is one of the two so-called super 
powers, hidia is the largest of the non- 
aligned countries. 

But each of us respects the other’s con¬ 
ception of its international responsibilities 
and the values we do share provide a basis 
for cooperation in attacking the great 
global problems of economic justice, 
human rights and the prevention of war. 

This pursuit of justice and the building 
of a new economic order in the world 
must be undertaken in ways that promote 
constructive development rather than 
fruitless confrontation. Every country 
will suffisr if the north-south dialogue is 
permitted to flounder. 

Because India is both a developing 
country and an industrial power, you are 
in a unique position to promote construc¬ 
tive international discussion about trade, 
energy, investment, balance of payments, 
technology and other questions. I welcome 
your playing this role. 

shared interests 

I know that there will be times we will 
disagree on specific issues and even on 
general approaches to larger problems. 
But I hope and believe that our shared 
interests and common devotion to demo¬ 
cratic values will help us move toward 
agreement on important global and bilate¬ 
ral issues. 

But neither of us seeks to align with the 
other except in the pursuit of peace and 
justice. We can even help each other to 
alleviate differences which might exist with 
other nations. 

a 

Our two countries are part of a demo¬ 
cratic world that includes nations at all 
stages of development, from Sweden and 
Japan to Sri Lanka and Costa Rica. 

We share many common problems. We 
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also share an obligation to advance human 
rights—not by interfering in the affairs of 
other nations, not by trying to deny other 
nations the right to dioose their own 
political or social system, but by speaking 
the truth as we see it and by providing an 
admirable example of what democracy can 
mean and what it can accomplish. 

The danger of war threatens everyone, 
and the United States is trying to help 
reduce that danger—in the SALT negotia¬ 
tions with the Soviet Union, in talks aimed 
at a comprehensive nuclear test ban treaty, 
• in our own policy of restraint on conven¬ 
tional arms transfers. 

We are also working hard to restrict the 
proliferation of nuclear explosives. We 
are seeking to help the process of peace in 
Africa and the Middle East. And we are 
taking steps to forestall great power rivalry 
In the Indian Ocean. 

India is pledged to peaceful cooperation 
with your neighbours, and India is an 
important part of almost any United 
Nations peace-keeping force, is a present 
and frequent member of the Security 
Council, and has been in the forefront of 
campaigns against colonialism and apar¬ 
theid. 

common goals 

More and more, we find ourselves work¬ 
ing together towards our common goals: 
democracy, human development, social 
justice and peace. 

The motto of my country is "In God 
We Trust." India’s is "Satyameva Jayate” 
—"Truth Alone Prevails.” 

I believe that such is the commonality 
of our Aindamental values that your motto 
could be ours and perhaps ours could be 
yours. Our nations share the common 
goals of peace in the world and human 
development in our own societies. 

And we share as well the conviction that 
the means we employ to reach these goals 
must be as much in keeping with the 
principles of freedom, human dignity and 
social justice as are the goals them¬ 
selves. 

This affinity of belief is as strong a tie 
as tbeie can be between two nations. The 
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valo^ 'that Indians and Americans share 
havs dee^y aflbcted my own life. I come 
to you as a national leader, in the hope 
that fny visit will mark a new and higher 
stage in the steadily improving relations 
betwom our two countries. But in a more 
personal sense—a sense , that is very dose 
to my heart—I come as a pilgrim. 

This morning I had the honour of laying 
a wreath on the memorial to Mahatma 
Gandhi. In that sacred place, so simple 
and serooe, I recalled anew the ways in 
which Gandhi’s teachings have touched 
the lives of so many millions of people in 
my country. 

When I was growing up on a farm in 
the state of Georgia, in the heart of the 
southern United States, an invisible wall 
of racial segregation stood between me 
and my black playmates as soon as we 
were old enough to go to school. It seem¬ 
ed then as if that wall would exist for¬ 
ever. 


th« wall crumblM 

But it did not stand forever. It crumbled 
and fell, and though the rubble has not 
yet been completely removed, it no longer 
separates us one from another, blighting 
the lives of those on both sides of it. 

Among the many who marched and 
suffered and bore witness against the evil 
of racial prejudice, the greatest was Dr 
Martin Luther King, Jr, a son of Georgia 
and a spiritual son of Mahatma Gandhi. 

The most important influence in the life 
and work of Dr King, apart from his own 
religious faith, was the life and work of 
Gandhi. Martin Luther King took 
Gandhi’s concepts of ahimsa and satya- 
graha—non-violence and truth-force-and 
put them to work in the American south. 

Like Gandhi, King believed that truth 
and love iqe the strongest forces in the 
universe. Like Gandhi, he knew that 
ordinary people, armed only with courage 
and faith, could overcome injustice by 
appealing to the spark of good in the 
heart of the evil-doer. 

Like Gandhi, we all learned, that a 

system of ioppression damages those at the 
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top df k as surely as It does those at ffie 
bottom. 

And for Martin Luther King, as for 
Mahatma Gandhi, ntm-violence was not 
only a political method, it was a way of 
life and a spiritual path to union with the 
ultimate. 

These men set a standard of courage 
and idealism that few of us ban meet, W 
from which ail of us can draw inspiration 
and sustenance. 

The non-violent movement for racial 
justice in the United States—a movemmit 
inspired in large measure by the teachings 
and example of Gandhi and other bdian 
leaders—changed and enriched my ovto 
life and the lives of many millions of my 
countrymen. 

I am sure you will forgive me for speak¬ 
ing about it at some length. I do so 
because 1 want you all to understand that 
when I speak of friendship between the 
United States and India, I speak from the 
heart as well as the head. I speak from a 
deep, first hand knowledge of what the 
relationship between our two countries has 
meant in the past and what it can mean in 
the future. 

meeting challenges 

For the remainder of this century and 
into the next, the democratic countries of 
the world will increasingly turn to each 
other for answers to our most pressing 
common challenge: How our political and 
spiritual values can provide the basis for 
dealing with the social and economic 
strains to which they will unquestionably 
be subjected. 

The experience of democracy is like the 
experience of life itself—always changing, 
infinite in its variety, sometimes turbulent, 
and all the more valuable for having been 
tested by adversity. We share that 
experience with you and draw strength 
from it. 

Whatever the differences between my 
country and yours, we are moving along 
the path of democracy toward a common 
goal of human development. 

1 know 1 speak for ail Amerlcank wbeh 
I say that I am gratefel that we travel that 
road together. 
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Tax incentives and methods of 

G. D. Mithra financing corporate sector 


The financial policy of the companies in the corporate sector Is 
guided by the tax policies of the government. The author 
while appeciating the introduction of investment aliowancein 
place of development rebate pleads for the removal of 
disincentives in the tax structure which In a way tax efficient 
working of firms 


Corporation income tax has often been 
referred to as an elastic source (3, Cutt, 
p. 282) of public revenue and therefore 
government is justified in depending upon 
this direct tax. This tax has been pro¬ 
gressive because of the levy of surtax on 
excessive profits of companies. The statu¬ 
tory tax rates on corporate profits exhibit 
the consciousness on the part of the go¬ 
vernment of the potentiality of the tax, but 
the proportion of revenue raised through 
this source has never been significant. The 
reason seems to be the deviation of effec¬ 
tive tax rate' from the statutory one. 
Though statutory tax rate differs (4, 
Gandhi, p. 97) depending upon the com¬ 
pany belonging to public or private sector, 
priority or non-priority industry, or domes¬ 
tic or foreign industry, the variations in 
effective tax rates are more profound. 

The change in effective rates is subs¬ 
tantial because this tax has never been 
looked upon only as a revenue yielding 
source. The government has given more 
weight to the development of the indus¬ 
trial sector while designing its strategy. 

providing incentives 

The corporation income tax has been 
used as a major tool for providing incen¬ 
tives to the industries whose expansion and 
development is considered more desirable. 
Tax incentives are provided not merely for 
increasing after lax profitability of the 
firm but for making funds readily avail¬ 
able for financing the investment. Since 
the capital market in India is imperfect 
(10, Rao 8 l Misra; 5, Krishnamurly & 
Sastry) and the proportion of equity funds 
is considerably low*, much reliance is to be 
placed on debt capital and internal funds 
are to be favoured because of their lowest 


cost, although higher tax rate favours 
accumulation of debt capital in relation to 
equity funds. 

Since internal funds arc preferable (9, 
Rao and Misra) as a source of financing 
investment in fixed assets and debt capital 
has not been used properly in financing 
working capital requirements (10, Rao 
and Misra, 7, Misra), the development of 
the scheme of tax incentives has become 
desirable in raising internal funds. The 
object of this article is to meisure the 
reliance placed by various companies on 
their internal funds due to the introduction 
of tax incentives and thereby determine 
the nature of the c^ipital structures. 

complicated structure 

There exist a variety of taxes in the 
corporate sector and also a number of 
allowances and disallowances. These 
have helped in making the structure of 
corporate income tax complicated. Al¬ 
though sometimes unreasonable expenses 
actually incurred are disallowed, tax con¬ 
cessions are available which offset the 
disallowances. Surtax and penal tax, the 
two notable taxes have been levied to 
make the profit tax more progressive and 
to safeguard the public revenue from tax 
avoidance. 

The allowances granted for the corpo¬ 
rate tax purposes are not few in number, 
yet they do not represent the liberal’ 
attitude of the government. For instance 
only selected capital assets like buildings, 
ships, plants and equipment are entitled 
for the allowances, in order to have a 
comprehensive system of tax incentives 
the integration of various tax concessions 
is essential. As a result government had 
introduced **investment allowance*’ in the 


budget of 1976. Invcstnieat allowance 
is supposed to replace initial depreciation 
allowance on the lines of development 
rebate which was discontinued in 1974. 
The major tax incentives in India in addi¬ 
tion to the investment allowance are 
development rebate’, depreciation allow¬ 
ance, partial tax holiday and carry¬ 
forward losses. 

promoting fixed capital 

All the tax concessions available to the 
industrial sccior have proved u>cful in 
promoting fixed capital. Jx*ss attention 
howewerhas been paid towards the mana¬ 
gement of working capital. Thus corpo¬ 
rate taxation, the statutory rale of which 
is higher than in many otJi r countries in 
the world (4, Gandhi, p. 97), differs 
significantly from effective rate and 
discriminates in favour of iniernal funds. 
It is pertinent to note the following 
points, 

(i) All major tnx incentives are provi¬ 
ded for fixed equipment, therefore internal 
funds are the first choice for financing 
investment in fixed assets. For instance, 
development rebate provides funds for 
expansion of fixed equipment and depre¬ 
ciation reserve helps in the replacement 
of existing machinery. 

(ii) The lower rale of capital gains tax 
in relation to tax on dividends induces re-' 
tention of corporate earnings. Therefore, 
with the existing structure of tax conces¬ 
sions, the preference for earnings retention 
becomes strong for realization of capital 
gains (by investing accumulated funds in 
fixed assets). 

(iii) The capital markeis in the country 
arc far from competitive (10, Rao &. 
Misra), therefore much reliance is placed 
on internal sources. 

We also find that wherever external funds 
(debt capital) have been available, they 
have in general been mismanaged thereby, 
yielding low rate of return on capital acqu¬ 
ired. This has ultimately suggested the de- 
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vdopfliem of internal sources with avafla^ 
Me structure of tax incentives. The tax 
structure has not only encouraged inter- 
ntl ftmds but penal tax and deductibility 
of interest charges from corporate profits 
have made debt capital cheaper at least 
in relation to equity capital. By looking 
at the cost structure and returns for the 
capital, the net returns are found highest 
for internal funds (10, Rao & Misra). 
Therefore it is clear that internal funds 
dominate in the overall capital structure. 
The possible reason for this b-'haviour of 
capital structure is the structure of tax 
incentives. 

term credit 

* The term capital structure refers to the 
relative proportions of funds obtained 
from various sources. The sources are 
interna] and external. External sources 
involve the issue of bonds, debentures, 
common shares and preference shares and 
as a result debt and equ ty capita] is accu¬ 
mulated. The reasonableness of the pro¬ 
portion of funds depends upon the nature 
and characteristics of the industry and 
many other internal and external coikI - 
tions. Various factors representing these 
donditions may be used to determine the 
optimality of capital structure. 

Three types of funds have been con¬ 
sidered to comprise the financial structure. 
Therefore three equations are needed to 
describe their behaviour. Since equity 
funds occupy a small proportion of funds 
and the capital market is more or less 
imperfect requiring the introduction of 
control variables, only two equations 
]iavc been employed to analyse the behavi¬ 
our of internal funds and debt capital 
and thereby the nature of capital struc¬ 
ture. 

As regards internal funds position, 
gross internal funds are chosen which 
have retained earnings and depreciation 
fiow as components. Th: existing empiri* 
cal studies have indicated that deprecia¬ 
tion flow is almost 69 per cent in total 
internal funds (7, Misra, p. 21) and it 
has been the major source of accumula¬ 
tion of funds internally. Therefore con- 
sideration of gross internal funds is more 
^appropriate due to the present tax policy 
in the corporate sector. It is generally 
thought that retained earnings axe the 


byproduct of dividend decisions bat in 
several studies (1, Bates A Henderson; 
7, Misra) retention decisions are regarded 
as primm^y, making the issue controver¬ 
sial. Various attempts (6, Kumar A 
Manmohan) have been made to resolve 
the issue but findings have not indicated 
any superiority of dividends. Although 
internal funds and dividend decisions are 
two different decisions and they have 
their different sets of determinants, most 
of the factors influencing one also influence 
the other. In addition to the tax variable, 
whose inclusion in the equation is impor- 
ant to describe, the effect of tax 
incentives on internal funds, the 
main factors which determine the require- 
inent of funds are investment in gross 
fixed assets, investment in inventories and 
age distribution of fixed assets. The major 
factors influencing availability may be 
considered as profitability position, 
liquidity position, availability of other 
types of funds namely debt-flow and new 
irsiics. 


internal funds 

Thusjnternal funds equation may be 
considered as: 

(RED/NW)t = a,+at(PAT/K)t4 
a3(REDNW)t.x-f-a.(l/K)t+a*(lNV/K)t 
-j a,(DBTFLW, N W)t +a.(NI/N W)t 
+n,(DBTOUT/NW)u.+a«(CA/TNA)t 
i a.( D PRC N, GFA)t- 1 +a , o(TAX PBTjt 

( 1 ) 

wliere RED : Retained carn'ngs plus 
dcpreciauon 

PAT : Profits after faxes 
1 : Investment in fixed assets 
INV .* Inventory investment 
DBTFLW : Debtflow (long term and 
short term) 

Nl : New i.ssucs (equity funds) 

K : Paid up ciipital 
NW : Net worth 
t: Current period 

(DBTOUT/NW): Debt outstanding to net 
worth ratio indicating (debr/equity) i.e- 
financial risk 

(CA/TNA): Ratio of current assets to 
total net assets indicating liquidity 
po'ition 

(DPRCN/GFA): Depreciation stock as a 
ratio of gross fixed assets representing 
age distribution 

(TAX/PBT): Tax provision as ratio of 


profits before tax which is efibetive tax 
rate. 

The debt capital, which is the main ex¬ 
ternal source, may be well explained by 
requirement factors like investment in 
fixed assets and investment in inventories. 
The other determinants influencing debt 
position may be availability of gross 
internal funds and equity funds, financial 
risk, liquidity position, and tax rate. The 
debt flow equation may be considered as: 
(DBTFLW/NW)t » bo+bi (I/K)t 
-hb. (INV K)t+b, (RED/NW)t 
+b4 (M NW)t+b5 (DBTOUT/NW)ri 
-hb. (CA/TNA)t+b, (TAX PBTjt (2) 

effect of incentives 

In cqua ions (1) and (2) the coejQTicients 
aio and b 7 explain the nature of the effect 
of tax incentives on internal and external 
funds respectively. The coefficient by has 
to be positive whereas a,, may be cither 
positive or negative. The higher effective 
tax rate implying the weak character of 
incentives induces more accumulation of 
debt capital due to significant reduction in 
the after-tax cost of debt capital. The 
lower effective tax rate indicates strong 
effect of tax incentives and thus encourages 
the accumulation of internal funds treating 
external source as secondary. In this case 
by may be negative if not insignificant and 
a,o may be positive representing the strong 
effect of tax inc'entives. The negative 
impact of tax variable on RED implies the 
usual effect on retained earnings whereas 
positive effect is meaningful clue to the 
dominance of depreciation funds which 
enjoy the lax advantage. 

The main sources of our data are the 
financial statements of med-um and large 
scale public limited companies published 
in the Reserve Bank of Ind«a Bulletin 
(1957, 1962, 1967, 1972, 1975,). Thirteen 
industries have been chosen together 
with aggregate corporate sector. The in¬ 
dustries arc sugar, tobacco, cotton textiles, 
jute, iron and steel, engineering, chemi¬ 
cals, matches, cement, paper and paper 
products (PPP), electricity generation and 
supply (EGS), trading and shipping. The 
observations relate to 24 years^ period 
(1950 51 to 1973-74). 

The variables have been deflated® by 
paid-up capital and net worth in order to 
correct for the change in the sample size 
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over every five-year period. TTie profits 
and investment variables are deflated by 
paid-up capital whereas financial variables 
—internal and external funds—are deflated 
by net worth. 

For the analyses of time series data 
method of estimation used is simple least 
squares (SLS) procedure. Stepwise option 
(8, Rao & Miller) has been adopted to 
make a choice about correct specification. 
Finally those variables appear in the equa¬ 
tion whose t-value is greater than unity. 
Summary statistics R*, R® and Durbin 
Watson (DW) have been employed to 
decide the appropriate form of equation. 

Looking at internal finance equation wc 
find the appearance of PAT, Risk financial, 
investment in fixed assets, debtflow and 
New Issues variables in the equation. The 
presence of these factors indicates the re- 
quirement of internal funds together with 
debt and equity for financing the invest- 
ment in fixed assets (Tables I and 11). This 
fact is supported by other existing empiri¬ 
cal studies in India (9, Rao & Misra). 
Taxation of corporate profits has reduced 
internal funds for tobacco, cotton textiles, 
engineering, PPP and EGS industries. 
This is so because retained profits happen 
to be 50 and 83 per cent of the total pro¬ 
fits for tobacco and cotton textiles 
respectively and effective tax rate is fairly 
high for cotton textiles and engineering. 

much variation 

For the remaining two industries there is 
much variation in the effective tax rate 
over the period, although average effective 
lax rate is not very high. The two indus- 
tries, namely shipping and cement, have 
enjoyed more than any other industry the 
fruits of the tax incentives in building up 
their internal funds position. The tax 
variable has affected gross retentions 
favourably because of more than 70 per 
cent proportion of depreciation provision 
in total internal funds. Shipping industry 
has been given preference continuously 
from the very beginning. 

The tax variable has created its usual 
effect on debt capital. The positive coeffi¬ 
cient of the tax variable (b,) reveals reduc¬ 
tion in the cost of borrowings due to 
interest deductibility and thereby increase 
in the debtflow. The industries are sugar, 


tobacco and trading. Hie reason is higher 
effective tax rate i.e. more than 50 per cent 
for these industries. However, iron and 
steel industry is adversely affected by the 
tax policy with respect to debt capital. 
This is the industry in which position of 
debt capital has been much adverse. This 
is not the outcome of the tax policy hut 
of its financial policy, although tax policy 
has been very much favourable (effective 
tax rate 30 per cent). 

The working results of aggregate sector 
explain Che improvement in debt capital as a 
result of the tax policy. This is because the 
average effective tax rate has been 46 per 
cent. The corporate sector as a whole has 
depended considerably upon external funds 
in financing its investment requirements 
both in fixed capital and inventories. This 
indicates that most of the industries, 
which have a strong bias towards external 
funds in financing investment, fall outside 
(he group under consideration. 

strong prefersnee 

Thus we find that the financial policy of 
companies in the corporate sector is very 
much guided by the tax policy of the 
government. The results of such indus¬ 
tries as cement and shipping support the 
strong preference for internal funds due 
to a variety of tax incentives provided 
as reflected by lower effective tax rate, 
whereas sugar, tobacco and trading indus- 
tries have preferred the use of debt capital 
in financing their investment requirements 
due to weak incentives as reflected by 
substantially higher effective tax rates. 
The results of the corporate sector as a 
whole have also supported this fact imply¬ 
ing that a significant part of the sector 
(noD-prioriiy sector) has been kept aside 
while providing tax incentives. 

In spite of providing incentives to in¬ 
dustries in which government has shown 
interest, the corporate tax policy has some 
serious disincentive effects like reduction 
in the internal liquidity of companies, 
reduction in the attractiveness of equity 
capital and discouragement for intra¬ 
marginal firms (efficient firms) whose lar¬ 
ger proflits are taxed. This has happened 
because of inconsistency of the existing 
tax structure, which has been devised to 
fulfil the need of the moment, regarding 
which Boothalingam’s (2, Bootbalingam, 


p 2) remarks are apt. What is lacking is 
the systematic development of the scheme 
of tax incentives to fulfil the short-run as 
well as long-term financial requirements 
with minimum possible interaction. The 
introduction by the government of invest¬ 
ment allowance in place of initial depre- 
ciation and development rebate in the 
budget of 1976 is thus highly appreciated, 
although much remains to be done in 
order to have an integrated scheme* of tax 
incentives. 


RaferencM 

1. The effective tax rate is taken as the ratio 
of tax provision to profits before tax. 

2. The proportion is 11 per cent on an average. 

3. There is no provision for tax-free reserves 
which are essential for a firm's day-to-day opera¬ 
tion. Retentions are given no special consi¬ 
deration. 

4. The development rebate has been included 
in the list because over the period of analysis it 
was treated as a very important tax allowance. 

5. Since internal funds give rise to reserves on 
the liability part of the balance sheet account, 
net worth is the appropriate choice to deflate 
RED. In order to maintain consistency, 
DBTFLW and NI are also deflated by net 
worth (11, Sastry). 

6. The scheme which can encourage the accu¬ 
mulation of reserves to be used for day-to-day 
operations and thus strengthen liquidity position 
at least for those industrle.s which have been 
seriously hurt by the credit squeeze. The deve¬ 
lopment of equity capital is equally important 
and therefore that tax policy which has a suitable 
dividend policy as its byproduct is desirable. 
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Tabu I 

lBtenMlFMiiBi{iiBtfM**-Dep«iiiBatVarlBiile (BED/NW) 


* Vatjables 

Corporate 

Sector 

Sugar 

Tobacco 

Cotton 

Textiles 

Chemicals 

Iron and 
Steel 

Jute 

Constant 

0.019 

—0.03 

0.046 

0.037 

—0.293 

0.011 

-0.282 

(PAT/K) 

0.348 

0.323 

0.161 

0.252 

— 

0.155 

0.404 


(3.696) 

(4.434) 

(2.793) 

(4.548) 


(2.820) 

(3.778) 

(RED/NW)-* 

—• 

— 

— 

— 

0.190 

0.233 

— 






(2.120) 

(1.407) 


(I/K) 

—0.049 

0.155 

0.180 

0.274 

0.222 

-0.063 

0.249 


(—1.135) 

(4.757) 

(4.934) 

(9.719) 

(8.916) 

(-2.471 

(7.130) 

(INV/K.) 

0.200 

— 

— 

0.054 

—0.127 

- 0.091 

... 


(3.160) 



(1.204) 

(-2.566) 

(-1.718) 


(DBTFLW/NW) 

-0.088 

— 

—0.043 

—0.119 

— 

0.139 

0.128 


(-2.340) 


(—1.449) 

(-2.234) 


(2.635) 

(2.912) 

. (Nl/NW) 

-0.287 

-0.804 

-0.337 

—0.382 

—0.601 

—0.275 



(—1.044) 

(—1.343) 

(-1.296) 

(-1.034 

1-3.653) 

(—1.813) 


(DBTOUT/NW)-^ 

0.042 

0.032 

0.027 

0.042 

0.122 

0.103 

0.027 


(5.645) 

(3.449) 

(2.682) 

(5.738) 

(4.277) 

(4.288) 

(1.253) 

(CA/TNA) 

— 

— 

— 

—0.006 

0.005 

— 

0.004 





(—2.725) 

(2.363) 


(1.512) 

(DPRCN/GFA)-^ 

— 

— 

— 

-0.817 

— 

— 

— 





(—2.156) 




(TAX/PBT) 

— 

— 

—0.0007 

—0.005 

— 

— 

— 




(—2.090) 

(—2.485) 




R*. R*. 

0.95.0.93 

0.76,0.TO 

0.91,0.87 

0.98,0.97 

0.96,0.95 

0.87,0.80 

0.97,0.95 

DW 

2.53 

2.53 

2.83 

1.97 

1.58 

1.70 

1.67 

" Variables 

Engineering 

Cement 

PPP 

EGS 

Trading 

Shipping 

Matches 


(ING) 







Constant 

0.012 

0.061 

—0.419 

0.032 

—0.316 

0.31 

-0.190 

(PAT/K) 

0.220 

0.656 

— 

0.315 

0.476 

0.321 

0.390 


(2.816) 

(6.490) 


(4.900) 

(13.012) 

(1.987) 

(8.739) 

(RED/NW)-* 

— 

— 

— 

— 

—0.195 

-0.225 

— 






(—3.656) 

(-1.331) 


(I/K) 

0.049 

— 

0.140 

0.184 

0.216 

0.164 



(1.507) 


(3.305) 

(5.095) 

(6.200) 

(3.708) 


(INV/K) 

— 

0.065 

— 

0.278 

— 

— 

0.050 

* 


(1.357) 


(1.764) 



1.486 

(DBTFLW/NW) 

0.062 

0.059 . 

— 

—0.127 

—0.028 

—0.293 

_ 


(1.841) 

(1.284) 


(-2.344) 

(-2.920) 

(-2.427) 


(NI/NW) 

—0.490 

-0.339 

0.713 

“™0.136 

— 

-1.547 

220.181 


(—3.476) 

(-3.913) 

(2.819) 

(-1.957) 


(—1.378) 

(56.088) 

(DBTOUT/NW)-‘ 

0.038 

0.071 

0.100 

— 

0.007 

— 

0.118 


(4.541) 

(1.357) 

(2.684) 


(2.462) 


(2.914) 

(CA/TNA) 

— 

— 

0.006 

0.004 

0.004 

— 

-0.0008 




(3.066) 

(1.812) 

(4.581) 


(—1.868) 

DPRCN/GFA)-* 

0.231 

—0.343 

0.541 

—0.364 

-0.010 

— 

0.318 


(2.403) 

(—3.184) 

(2.546) 

(-1.245) 

(-1.633) 


(4.281) 

(TAX/PBT) 

—0.001 

0.001 

—0.002 

—0.0004 

— 

0.002 

• — 


(-1.784) 

(1.876) 

(-2.130) 

(-1.383) 


(1.255) 


R*. R*. 

0.93,0.89 

0.91,0.86 

0.78,0.69 

0.91,0.86 

0.97,0.95 

0.72,0.67 

0.99,0.99 

* DW 

2.34 

1.62 

2.50 

2 .S2 

2.21 

2.34 

1.38 

*rhe figures in parentheses are t—values. 
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Tabu~U 

Oebtflow EqD«tioa*.*D«peBdeat Vnlabte (DBTFLW/NW) 


Variables 

Corporate 

Sector 

Sugar 

Tobacco 

Cotton 

Textiles 

Jute 

Chemicals 

Iron and 
Steel 

Consant 

0.062 

—0.459 

-2.151 

0.579 

0.631 

0.119 

0.229 

(I/K) 

—0.377 

(-1.577) 

-0.174 

(—1.687) 

— 

— 

— 

0.547 

(9.436) 

0.383 

(6.290) 

(INV/K) 

1.365 

(4.271) 

0.552 

(22.376) 

0.214 

(3.634) 

0.598 

(5.587) 

0.319 

(1.264) 


0.579 

(2.554) 

(RED/NW) 

—2.253 

(-2.516) 

— 


—0.873 

(-3.742) 

1.289 

(2.128) 

— 

1.217 

(2.199) 

(NI/NW) 




—2.108 

(1.380) 



0.740 

(1.197) 

(DBTOUT/NW)-' 

0.113 

(1.670) 


—0.149 

(—2.462) 



—0.200 

(-3.251) 

—0.513 

(4.190) 

(CA/TNA) 


0.005 

(1.276) 

0.023 

(4.479) 

—0.007 

(—2.186) 

—0.011 

(—1.205) 

— 

— 

(TAX/PBT) 

0.295 

(1.007) 

0.004 

(2.434) 

0.0008 

(4.812) 

— 

— 

— 

—0.002 

(-1.153) 

R*,R* 

0.72.0.63 

0.97,0.97 

0.84,0.80 0.69,0.62 

0.76,0.70 

0.83,0.81 

0.90,0.86 

DW 

2.85 

2.50 

1.52 

1.86 

2.39 

1.68 

2.10 

Variables 

Engineering 

(ING) 

Cement 

PPP 

EGS 

Trading 

Shipping 

Matches 

Constant 

0.058 

—0.040 

0.330 

0.053 

—0.544 

0.064 

-0.052 

(I/K) 

0.163 

(1.588) 

0.382 

(3.409) 

0.223 

(2.357) 

0.518 

(3.49J) 

— 

0.395 

(8.064) 

0.553 

(2.492) 

(INV/K) 

0.543 

(6.143) 

0.350 

(2.020) 

0.597 

(2.041) 


0.372 

(1.691) 

4.614 

(1.212) 

0.479 

(4.961) 

(RED/NW) 



—0.781 

(-2.427) 

— 1.169 

(—2.394) 


—0.955 

(2.706) 

— 

(NI/NW) 

—1.186 

(-2.254) 

0.311 

(1.044) 

- 

-0.502 

(—1.723) 


— 

—221.382 

(—1.969) 

(DBTOUT/NW>-» 

— 

— 

— 

— 

— 


— 

(CA.TNA) 



—0.006 

(—1.908) 

— 


— 

— 

(TAX/PBT) 





0.012 

(1.652) 

— 

— 

R*,R* 

0.86,0.84 

0.59,0.52 

0.65,0.57 

0.43,0.33 

0.26,0.18 

0.83,0.82 

0 .88,0.86 

DW 

1.82 

1.83 

0.93 

2.12 

1.91 

2.08 

2.22 

*The figures in parentheses are 

t—values. 
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Jack Cooper 


X 

overseas development 


Improvement in the living stenderds of the world's poor Is one of the 
mpior challenges of our time, and will remain so, at least, for the 
rest of the century and perhaps Into the next, says the author. The British 
government's new emphasis on aid to the programmes oriented towards the 
poorest sections In rural communities thus assumes gre^ significance. 


ritain’s aid programme constitutes a 
lajor channel of cooperation with certain 
eveloping countries and should be seen 
> one of a number of essentia] instru- 
lents for helping make economic inter, 
^pendcncc a reality. 

The main objective of the British govern- 
ent's aid policy, asset out in the 1975 
'hite Paper ‘More Help for the Poorest’, 
ive a new emphasis to programmes 
iented towards the poorest groups 
ithin the poorest countries and espe- 
ally towards rural development pro- 
ammes. The reason for this new cm- 
lasis was that while developing coun- 


mies with a small relatively prosperous, 
modern sector in the towns and a very 
large and very poor traditional sector 
living in the rural areas. The rapid growth 
of population, without a matching rate 
of development, has meant that a high 
proportion of the active population of 
many poor countries were either unemp¬ 
loyed or employed in activities with very 
low productivity, a rapid population 
growth in the developing world also gave 
rise to concern about its ability to feed 
itself.^ 

The official aid programme—expected 
disbursements in 1977-78 net of repay¬ 


WINDOW 

ON 

THE WORLD 


tries as a group had made significant 
economic progress, a large number of 
them remained extremely poor and had 
fallen behind the others in their rate of 
development, furthermore the poorest 
groups within the developing countries 
had benefited very little, if at all, from 
general economic growth. The improve¬ 
ment in the living standards of the world's 
poor is one of the major challenges of 
our time and will remain a challenge 
for at least the rest of this century and 
perhaps well into the next. 

« Despite undoubted achievements, there 
has been growing concern about the pat¬ 
tern of development in many of these 
countries. Most of them are dualecono¬ 


ments on past loans are £623 million— 
induddls all British government econo¬ 
mic expenditure to and on behalf of, the 
developing countries, Comtnonwealth and 
foreign, including advances to the Com¬ 
monwealth Development Corporation 
(CDC). It includes both multilateral and 
bilateral payments, capital aid, budgetary 
aid and technical cooperation. Certain 
scientific units in the United Kingdom 
carrying out research and development 
work on problems affecting the develop¬ 
ing world are also financed from the pro¬ 
gramme as are a proportion of the ex¬ 
penses of the British Council and a num¬ 
ber of other home-based institutions. 

Financial aid is made available in two 


ways: bilaterally (government-to-govern- 
ment) and multilaterally (through the 
United Nations and other international 
organisations). Bilateral financial aid is 
given in the form of grants or loans, to 
assist development. Small capital grants 
may also be made as part of technical 
cooperation schemes. Multilateral finan¬ 
cial aid normally takes the form of regu- 
lar subscriptions to international organi¬ 
sations but may be given as direct grants 
to specific projects. 

British bilateral aid is* normally ‘tied’ 
to the purchase of British goods and ser¬ 
vices but, where it is considered necessary 
a limited part of financial aid may be un¬ 
tied for meeting the local costs of projects. 
Financial contributions to muliilateral 
institutions are provided on an untied 
basis. Seventyfive per cent of Britain’s 
aid is bilateral, of this eighty per cent 
currently goes to the developing coun¬ 
tries of the Commonwealth. Twentyfive 
per cent of the overall programme is 
multilateral. 

essential characteristic 

The availability of know-how and skills 
is not only vital to development but is 
often a precondition to a successful pro¬ 
gramme of financial aid or investment. 
The ministry of Overseas Development’s 
administrative structure ensures that 
technical and financial aid complement 
each other as much as possible. An essen¬ 
tial characteristic of the technical coope¬ 
ration programme is that it involves 
people, private as well as official, and the 
transfer of ‘know-how* from country to 
country and people to people, not simply 
from government to government. 

Technical cooperation may *take the 
forms of education and training in Br- 
tain for people from overseas; the ser- 
vices of qualified and experienced staff, 
including teachers, for operational and 
advisory posts in the service of overseas 
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governments and with the United Nations 
specialised agencies; the services of firms 
of consultants for feasibility and other 
specialist surveys; books and equipment 
for training and research; the services of 
scientific, technical and advisory organisa¬ 
tions and research costs. Almost half of 
the people recruited in recent years for 
posts overseas work in education. The 
rest are in works and communications, 
public administration, health, agriculture, 
industry, commerce and social services. 

British public funds finance around 
14,000 overseas students from all parts of 
the world in any one year, of whom about 
7,600 are new arrivals. The students receive 
awards or scholarships under various 
regional technical cooperation programmes 
and Commonwealth Education Coopera¬ 
tion schemes, all financed by the ministry 
of Overseas Development and the British 
Council. The ministry is responsible for 
policy aspects of the schemes which they 
finance and these are devised within the 
general context of manpower aid to the 
developing countries; while the British 
Council is responsible for the day-to-day 
administration. The provision of these 
training facilities forms an integral part of 
Britain’s educational assistance programme 
and, in general, British policy is to offer 
training in Britain only where adequate 
facilities are not available locally. 

disaster unit 

In 1974 a special Disaster Unit was 
established within the ministry of Overseas 
Development to enable the British govern¬ 
ment to make emergency relief aid more 
effective. The unit keeps a watch for early 
warning of possible disasters and locates 
sources of supply and transport in 
advance; it also holds a reserve of vehicles 
in readiness. The unit works in close co¬ 
operation with the voluntary agencies in 
Britain and with the international agen¬ 
cies, notably the United Nations Disaster 
Relief Organisation. 

International aid is less than one-fifth of 
the amount receiving countries themselves 
invest in development from their own 
taxes and export earnings. Aid is essen¬ 
tially a matter of giving or lending money 
and resources to open up new possibilities 
of self-help. 
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While addressing a 

conference of governors in New Delhi on 
December 24, the president, Mr Sanjiva 
Reddy, deprecated the emergence of re¬ 
gional parties based on what he called 
^'narrow and sectarian lines’*, because he 
saw in this an inherent danger of ftssipar- 
ous and centrifugal tendencies coming to 
the fore. I believe that he has not done 
his political sums correctly. It is strange 
that he should have forgotten so early 
that it was the hegemony estabhshed over 
government and political life by a singb 
national parly that rendered the assertion 
of authoritarianism by its leader so fatally 
easy. It is aho very much within our 
memory that resistance* at state govern¬ 
ment level camj only from Tamil Nadu, 
where a regional party was then in 
power. Mr Reddy may of course argu^ 
that resistance to single-party rub could 
be built through the development of more 
than one or, perhaps, more than two 
national parties. But we must deal with 
the realities of the present and prospective 
political situation. The Janata party is 
yet to become sufficiently cohesive. The 
Congress is a shambles. In the circums¬ 
tances, I am not at all sure that regional 
parties commanding solid support among 
the people cannot or do not perform 
some useful stabilizing and protective 
functions. 

Moreover to the extent that federalism 
has been subjected to a process of attrition 
by the over-centralization of political in¬ 
fluence or authority, ihj growth of re¬ 
gional parties might help to reverse this 
unhealthy trend. As for regional parties 
Mng based on narrow and sectarian lines, 
Mr Reddy, who must at least be an in¬ 
terested and well-informed observer of the 
game of power politics which is now being 
played in Delhi, should be the last person 
to suggest that national parlies or their 
leaders are not affected by these viruses. 


In fact, t few legiona] parties ftinctioning 
elBGsctively in lis many $lates may wdl act 
as a teake on the explo^tion of fegjional 
or sectarian issues by national parties for 
their own ends. In any case, regional 
parties, even as national parties, should be 
judged by tbek profbssions backed by 
their performance and Mr Reddy has 
done no service to the cause of national 
unity by condemning regional parties in 
terms of certain obviously inbuilt personal 
prejudices. 

It has been disclosed in 

the course of Congressional hearings in 
Washington that the CIA has been using 
journ ilisis — American and foreign — to 
push US propaganda—real and purposely 
“black” or false—overseas. In India, the 
publications Quesi and Thought are repor¬ 
ted to have been funded by the CIA. The 
editor of Thought, which was wound up 
quit? some years ago, was the late Ram 
Singh. A cold warrior, taken out straight 
from a General Electric or Westinghouse 
refrigerator, Ram Singh, it is interesting 
to recall, was planted on Thj Hindustan 
r//ne.r 4 ts a columnist in the'fifties. Inci¬ 
dentally, when the then US ambassador 
in India, Prof Galbraith, got the CIA to 
withdraw support from Quest and 
Thought, his reasoning was not ethical or 
political. It was simply that those jour¬ 
nals had a **level of intellectual and poli¬ 
tical competence that was sub-zero”. 

Talking of ambassadors* 

Mr Nani Palkhivala certainly does not 
deserve the harsh press he got for his 
*‘boot-strap” diplomacy. His problem is 
that he has made himself believe that a 
diplomatic assignment is something more 
than, if not something other than, wining 
and/or womanising tax-free. The result 
is that he sometimes goes out of his way to 
be useful to his country. His consolation, 
however, could be that all right-thinking 


MOVING 

FINGER 


men and wonm most leoognise that, 
tdda(the measure of the foot of the mother 
of the US president for a pair of Indian 
chqpptds at a reception, he was giving a 
gigantic boost of publicity to onr footwear 
industry in foreign markets. He has done 
this at a time when the protectionist wave 
in western countries is hitting at our exports 
of footwear, among other merchandise. 

For a fiw hours on 

Deoember 23, Mr Charan Singh’s one- 
upmanship succeeded in stealing the spot¬ 
light from Mrs Gandhi's brinkwoman- 
ship, which has otherwise been holding 
the political stage these days. The Far¬ 
mers* Rally was, by any showing, an ugly 
happening. It made it clear that, so long 
as a certain type of politicians continues 
to be dominant in the affairs of the coun¬ 
try the personality cult will not be allowed 
to disappear. This type ' seems to believe 
that its hold on the levers of power 
depends on how large a number of people 
it can fool for how long a period of 
time. Engrossed as they are in such 
mean political arithmetic, some of these 
politicians, even when they aspire to 
national status, tend to forget that, by 
hawking themselves as the champions of 
this class of people or that, they are cutting 
themselves to size by their own hands. 

The fact that Mr Raj Narain officiated 
as the Master of Ceremonies at the Far¬ 
mers* Rally did nothing to secure dignity 
or decorum to the occasion. In fact his 
massive involvement only helped to 
emphasize the fact that certain unsavoury 
practices had been borrowed from Mrs 
Gandhi’s style of manipulating the mas¬ 
ses. Mr Raj Narain argued that there 
was nothing wrong in naming a Faimers* 
Day in celebration of Mr Charan Singh's 
birthday since there were precedents of a 
Children’s Day and a Teachers’ Day. 
Apart from the fact that these examples 
are not worthy of being emulated, chil¬ 
dren have no votes, while teachers are a 
scattered and|feeble constituency. Farmers, 
however, are a numerous and massed 
electorate and although December 23 was 
billed as a national Farmers* Day, it was 
mostly the kisans from Mr Charan Singh’s 
political backyard 
and its neigh¬ 


bourhoods who 
were on display. 
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Reviewed by Acadfimicus 


Writibm by Charan Singh, the present 
Home minister at the centre, India's 
Economic Policy—the Gandhian Blueprint 
is one of the most refreshing and critical 
books on India’s five year Plans. The book 
contains ruthless frontal attack on 
Jawaharlal Nehru’s approach, policies 
and programmes adopted to bring about 
rapid economic development of India. 
The author has buttressed his arguments 
with theoretical analysis, authentic facts 
and figures as also by hislorical and 
empirical evidences. When what all 
Jawaharlal Nehru did was and is being 
praised to the skies, it bespeaks of great 
courage of conviction on the part of the 
author to make an attempt to systemati¬ 
cally demolish Nehru’s policies in most of 
the spheres while at the same time 
acknowledging certain economic achieve¬ 
ments where the author felt that acknow¬ 
ledgement was due. What is more impor¬ 
tant, the author is not content by merely 
demolishing various policies followed so 
far, but he has also shown vision and 
constructive ability to suggest allernative 
programmes in various spheres of the 
Indian economy? 

The author begins by emphasising the 
importance of agriculture in India’s 
economy. In all the developed countries 
agricultural revolution took place either 
concurreutly Of .pr^eded the industrial 


revolution. On the other hand in the case 
of India **the average annual imports of 
food over a period of 20 yearsending 
1970 cost us Rs 207.8 crores, those during 
the last five years, 1971-76, cost a much 
higher figure of Rs 289,2 crores”. The 
author finds it strange that not only 
Nehru but ^‘almost the entire intelligentia 
of the country, would give first priority 
to, or place more emphasis on industry.” 


BOOKS 

BRIEFLY 


That agriculture which supports about 
70 per cent of India's working population 
should receive lower priority is, accord¬ 
ing to the author, *Hhe root of India’s 
economic ruin.” It is ironic and tragic to 
see the strange spectacle of the most 
highly industrialised nation with only five 
per cent of its population working on 
land feeding a predominantly agricultural 
country like India where 70 per cent of 
its working force labours in the agricul¬ 
tural sector. He has also warned of the 
possibility of food-exporting countries 
using food as a political tool in dealing 
with developing food-importing countries 


like India. And therefore **if India has to 
live and make progress its leaders must 
assign top priority to agriculture.” 

According to the author, there is a 
wide breach between professions and 
practices of Congress leadership and 
”thereis no sphere where the gulf bet¬ 
ween official policy and performance has 
been as wide as in the case of land re¬ 
forms.” Nothing is as urgent as creating 
peasant proprietorship, both to increase 
productivity and strengthen democracy in 
the couniry. And yet W.A. Ladejinsky 
pointed out “Many a good piece of 
agrarian reform legislation hes arrived 
stillborn in India.” There was no will to 
do it! 

Russian model 

The author after pointing out that 
small size farms would mean both greater. 
productivity per acre and higher level of 
employment of labour, is extremely criti¬ 
cal of cooperative farming which Nehru 
tried to impose on India, copying the 
Russian model. He is also critical of 
indiscriminate mechanisation of agricul¬ 
ture in a country with abundant labour- 
force and scarcity of capital. It is strange 
that instead of adjusting maciiinery to 
small sizes of lands of India, the policy¬ 
makers tried to adjust size of furins to 
machinery which in turn was to be import¬ 
ed from abroad, thanks to Nehru’s 
infatuation for the Russian models! 

The author has accused the planners by 
stating that Indian agriculture is deli¬ 
berately starved of capital; and that while 
^‘almost a fourth of the country’s land 
suffers from erosion only a paltry sum of 
Rs 47.05 crores was spent on soil conser¬ 
vation between 1951 and 1973.’’ 

On the other hand the fifth Plan con¬ 
tains provision of Rs 1197 crores 6n ii0w 
steel plants so that we may “catch Bp 
with the west.” Farni {^ices are alsp 
deliberately kept low to thi^ advantage cif. 


BASTBRN BCONOMIST 


26 


JANUARY 6, 1978 



laigMcale industries, but caus&ig immenio 
harm to the agricultural sector and to 
rural populace. 

» The author has accused the past govern¬ 
ment of neglecting villages and agricul¬ 
ture. Thus while 85 per cent of urban 
population had piped water, 1.16 lakh 
villages with a population of 61 million 
did not have the most elementary water 
supply system; and **in 90,000 villages 
out of these, there was no water within a 
radios ofone mile.'* The same neglect is seen 
in respect of provivion of educational and 
medial facilities to the rural population 
adding to the misery of the dumb mil¬ 
lions in the countryside. The entire debacle 
started because JawabarJal Nehru accept- 
ed an industry-based model of economic 
growth recommended by western educated 
advisers. ‘^Unlike Mao Tse-tung, he did 
not develop an independent approach to 
India's problems. ..unlike Mao, Nehru 
was a product of an urban environment 
and western education." 

industrial strategy 

The author is also very critical of the 
industrial strategy that came to be adopt¬ 
ed. It was the heavy industry that 
mattered; nothing else did. Employment 
was considered secondary to production 
and five year Plans came to be based on 
the premise that “heavy industry was 
fundamental to rapid growth." “His 
(Nehru's) heart was bent upon establish¬ 
ment of an industrial structure on the 
lines of the USA and the USSR and to 
that end, he decided to go hammer and 
tongs, both for foreign aid and foreign 
technology as also divert all possible 
domestic resources to heavy industry even 
at the cost of food, clothing, housing, 
education and health." Nehru did not 
understand that conditions for capital- 
intensive industries did not exist in India. 

Gandhiji wanted to build Indian econo¬ 
my from below, with emphasis on agri¬ 
culture and village economy on which 
majority of people depend. Nehru would 
not listen. His model of industrialisation 
resulted in ruination of India's rural 
economy. 

Charan Singh has equally critical and 

. harsh things to say about policies follow¬ 
ed hereto in regard to mixed economy 
and public sector, foreign loans and 


foreigQ collaboration, eonoehtration of 
econonuc power in the private sector 
(in spite of the pious platitudes of the 
government opposing such concentration), 
the dual economy that has persisted 
because of the emphasis on heavy and 
large-scale industries, and unemployment 
resulting from all previous policies. 

The unemployment problem grew mainly 
because of Nehru's insistence on capital- 
intensive technology. (Forexample, a fertili¬ 
ser factory in Mehsana district with a ca¬ 
pital investment of Rs 70 crores provides 
employment to just 350 persons and 
another fertiliser project with capital 
investment of Rs 250 crores to just 1,100 
persons.) Gandhiji knew this weakness of 
Jawaharlal Nehru when he wrote: 
“Jawaharlal’s plans would be a sure 
waste; but he was one who would not be 
satisfied with anything that was not big." 
After 16 years (from 1947 to December 
1963) it dawned upon Nehru that after all 
Gandhiji was right. He admitted in parlia¬ 
ment in December 1963’ "I begin to think 
more and more of Mahatma Gandhi’s 
approach.. .a large number of people will 
not be touched by it (five year Plan as then 
formulated) for a considerable time. Some 
other method has to be evolved so that 
they (people) become partners in produc¬ 
tion even though the production apparatus 
may not be efficient as compared to 
modern technique." But it was already too 
late and Nehru passed away barely six 
months later. 

alternative approach 

After these stunning blows to developmen¬ 
tal policies followed so far, Charan Singh 
has advocated an alternative approach 
based mainly on Gandhiji's ideas. The 
alternative plan and strategy emphasise 
agriculture, small scale and cottage indus¬ 
tries (large scale industries being restricted 
to those fields where modern techniques 
must be used), labour-intensive techno¬ 
logy, employment and rehabilitation and 
rejuvenation of the rural economy where 
real India lives. 

From the speeches of Charan Singh so 
far, one never suspected that he knows 
his economics so well! The small book, 
packed with theory, analysis, criticism and 
suggestions, would have done credit to 


any ofthe presidents of the Indian Econo¬ 
mic Association. Let us wait and see what 
fruits Charan Singh’s alternative policy, 
which the Janata government is keen on 
adopting, bears in future. 

Whatever the achievements of the plan 
strategy of the last quarter century, the 
fact remains that it has failed to create 
any impact on the fundamental problem 
of India’s mass poverty which appears to 
be getting accentuated, undermining the 
democract jc basis of our society. •Emer¬ 
gency* was possibly an attempt tp set aside 
democracy for its failure to solve the 
problem of mass poverty. But the remedy 
proved to be worse than the disease, result¬ 
ing in the sacrifice of democracy without 
solving the basic problem of poverty. May 
be, Gandhiji was right after all! 

REGIONAL IMBALANCES 

The Man<agcment Development Institute, 
New Delhi, organised a seminar on back¬ 
ward areas in April 1976. The book 
Backward Area Development—Strategies & 
Policies is an product of the discussion 
that had taken place in that seminar. It 
is well-known that one of the basic objec¬ 
tives of planned developmental efforts is 
to reduce regional imbalances. The 
government has been following over a 
decade or so a wide range of financial, in¬ 
frastructural and control policies and also 
policy of providing various types of incen¬ 
tives to attain the objective of balanced 
regional development which would also 
help reduce income inequalities among 
people. The seminar made an attempt to 
analyse the policies followed and steps 
taken so far to attain the above objective 
and, what is more important, has suggested 
possible reorientation in the policies and 
measures to achieve speedier development 
of backward areas. This volume contains 
the papers presented at the seminar as also 
the proceedings and discussions that took 
place there. In this brief review only the 
new policies, or measures or steps suggest¬ 
ed or points made v. ould be referred to 
and touched upon. 

B.K. Madan empha.sised that “the 
objective of backward area development 
could be achieved only through compre¬ 
hensive measures aimed at total develop¬ 
ment of these areas including, in particular, 
development of agriculture and small-scale 


BAflmitN BOONOMIST 


27 


JANUARY 6, 1978 



industries/* And yet, he felt that in the 
strategy to be adopted, the main consti¬ 
tuent would be industrial development. 
According to Dr Madan, the problems of 
identification of the areas and reviewing 
periodically the continued eligibility for 
receipt of various concessions should 
receive due attention. He also queried 
the relevance of treating the district as an 
indivisible unit. Would not taluka be a 
better unit, considering the limited re¬ 
sources at the disposal of the government? 
DrMadanalso emphasised 'area-specific' 
or 'growth point’ approach as the major 
strategy for development of backward 
areas. He opined that 'Incentives by 
way of softer credit terms were perhaps 
less effective by themselves than in combi¬ 
nation with other facilities and conces¬ 
sions_” He also called for changes in 

the organisational set up both at the 
central and state levels to deal efifectively 
with the problems of development of back- 
ward areas. 

locational factors 

Baldev Pasricha was of the view that 

. .the various policy measures hitherto 
undertaken were unfortunately not such 
as to mitigate the balance of locational 
factor in favour of these areas.” He felt 
that industrial licensing policy had belied 
the expectations in this respect. The 
choice of projects to be established in 
backward areas was mostly inappropriate 
with hardly any multiplier effect. He 
observed that the specific location of 
most of the projects enjoying concessional 
finance had been found to be on the 
borders of developed centres or within 
close proximity of metropolitan cities. He 
therefore believed that ‘'the very purpose 
of giving concessional finance, as a step 
towards achieving the desired dispersal 
was defeated", and therefore the results of 
concessional finance were not heartening. 
He also stressed that “the root cause of 
such a development lies in lack of compre¬ 
hensive infrastructure facilities at such 
focal points of growth.” He emphasised 
that ad-hoc efforts as in the past should 
be replaced by comprehensive planning 
and dedicated endeavour. 

M.C. Shctly expressed his disenchant¬ 
ment about the efficacy of the capital sub¬ 
sidy scheme and its failure to attract 


industries to backward areas. He also 
criticised the existing licensing policy 
which, larding to him, militated against 
development of resource-based industrial 
projects in backward areas. It was also 
rightly pointed out that “less developed 
districts in a backward state could not be 
treated on a par with less developed 
districts of the developed states.” And 
therefore different policy measures should 
be adopted for the two. 

maximum linkage 

C.S. Venkat Rao emphasised that the 
projects choosen for backward areas 
should be such as would maximise the 
linkage effects in the region and leakages 
were kept to a minimum. He also pleaded 
for adequate infrastructure and supporting 
services. 

Jayasimha stressed the importance of 
commissioning feasibility studies of identi¬ 
fied projects. There should also be 'entre- 
preneuraJ guidance and counselling’ 
service and a programme to train local 
talents for entrepreneural tasks. 

According to S.S. Mehta, a number of 
financial institutions are now working in 
this field and there should be coordination 
among them and IDBI could take the lead 
in this regard. A.C. Shah maintained that 
financial assistance from the public finan¬ 
cial institutions had gone only to selected 
centres, especially those which had exter¬ 
nal economics. He wondered whether 
financial institutions could provide finance 
for creating infrastructure facilities in 
backward areas. It was therefore felt that 
government will have to take special steps 
to provide these facilities without which 
all other efforts may prove infructuous. 
He wanted that there should be a ciearcut 
demarcation as to organisations that would 
provide various infrastructure facilities. 

Opinion was also expressed that nationa¬ 
lised commercial banks were not playing 
their proper role in bringing about deve¬ 
lopment of backward areas and that they 
should adopt the policy of differential 
interest rates. 

Nayak Committee report came in for 
discussion and all seemed to agree that 
industries selected should he based on 
local resources, labour-intensive and those 


that w^jild promote a number of an^tary 
industries.* 

What is wrong with our strategy for 
developing backward areas? Every measure- 
adopted seems to have failed! Is it that 
there is no political will to back up the 
measures? Or is it that city-based policy¬ 
makers and urban-oriented financial 
administrators have just failed to truly 
appreciate the difficulties in bringing about 
development of backward areas and there¬ 
fore think of inappropriate policies? Or is 
it that there is just no will or desire on 
the part of people in backward areas for 
development? The problem is baffling and 
will have to be examined empirically and 
some unorthodox policies and measures 
will have to be evolved and adopted. 

BI0-6A8 TECHN0L06Y 

Bio-gas syLstem has been receiving consi¬ 
derable attention in recent years as an 
extremely effective tool for decentralised 
approach to economic development. It is 
found that a number of developing count¬ 
ries and international organisations have 
been evincing keen interest in the bio-gas 
system from various points of view such 
as source of energy, bio-fertiliser, recycling 
of wastes, rural hygiene and development, 
pollution control and environmental pro- 
tection, treatment of industrial effluents 
and urban wastes and so on. 

In order to understand some of the vital 
issues connected with the bio-gas system, 
the Management Development Institute, 
New Delhi, undertook a survey of bio-gas 
establishments in India and a number of 
other Asian countries. In view of the 
growing importance of the system, the 
institute has thought it fit to bring out the 
monograph Bio-Gas System in Asia, em¬ 
bodying the findings of the study. 

Bio-gas technology bused on the decom¬ 
position of organic matter can be both a 
source of energy and of plant nutrients. 
Naturally there is considerable interest in 
many countries in developing bio-gas 
plants for the treatment of wastes ftrom 
large-scale livestock and agricultural 
operations, urban wastes and certain 
industrial effluents. Since the energy and 
fertiliser crisis, bio-gas technology has 
come into limelight in countries like India 
as it is thought to offer great scope for the 
production of energy and organic fertiliser 
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at'the door-step of the villager. Apart 
from the use of bio-gas for house-hold 
wording and lighting, it is claimed that the 
system can be Wit to provide energy for 
small-scale production operations such as 
pumping of water, village service facilities 
like clinical refrigerators and small-scale 
industries. The introduction of bio-gas 
technology in rural areas is also claimed to 
bring about various indirect benefits like 
improved sanitation and public-health, 
conservation of forest wealth and preven¬ 
tion of soil erosion and bringing science 
and technology to rural areas. In countries 
like India, interest in bio-gas system has 
been further augmented by increasing 
emphasis on integrated rural develop¬ 
ment. 

But experience so far in India with bio¬ 
gas systems has brought to notice several 
actual and potential problems. Some of 
these relate to high costs of current plant 
designs, maintenance and management 
problems, low latcs of gas production to 
meet minimum indivisible levels of 
demands, ineffective use of digested slurry, 
health hazards, psychological inhibitions 
and resistance and so on. These arc ail 
formidable problems, satisfactory solutions 
to which must be found if the vast poten 
tial of the bio-gas system in India is to 
be fully exploited. 

middle class benefited 

The report states that there arc over 
36,000 bio-gas plants in operation at 
present in India, of which nearly 70 per 
cent were set up during the last two years. 
Apart from cow-dung and night soil, trials 
arc being carried out in the digestion of 
materials like grass, water hyacinth, wheat 
husk and so on. It is found that most 
units arc owned by individual families 
which means gas is used essentially for 
cooking. There is considerable diversity 
in types of plants installed in India. The 
report has emphasised that some degree of 
standardisation in design and parts is 
desirable. It is possible to develop and 
foster a high level of local experimentation 
even on the basis of highly standardised 
parts, components and materials. 

As regards the social and economic 
aspects, it was found that in India, most 
of the owners of bio-gas plants are from 
the middle class families. In one survey 


it was found that individual gas plant 
owner had on an average about 25 acres 
of land and 10 cattle heads. Most of the 
owners are literate and have subsidiary 
occupations like business or service. Moti¬ 
vation behind the use of bio-gas plant 
has been, apart from the value of gas, 
factors such as occasional kerosene scar¬ 
city, irregular supply of liquefied petrolium 
gr.s, scarcity of firewood in certain areas 
due to intensive cultivation and so on. It 
was found that the use of bio-gas plants 
has resulted in saving in time required for 
cooking, improvement in cleanliness of 
bouse, dress ond utensils etc. The moti¬ 
vation may fuithcr shift from gas to ferti¬ 
liser. Disposal of cow-dung becomes a 
problem in urban areas and bio-gas plants 
come handy. 

some deterrents 

Some of the deterrents for setting up 
and use of bio-gas plants in India are 
factoi*s such as high cost of plant, lack cf 
space near homes, disputes about vacant 
lands, high water table, transportation of 
the slurry, immobility of gas plant, bringing 
. dung from distant cow-sheds, handling of 
slurry, illiteracy among farmers, occasional 
breakdown of plants and absence of 
service facilities and prejudice against use 
of substances like night soil. 

The report observes that the fertiliser as¬ 
pect of bio-gas systems has not yet been 
fully appreciated in India. It is also 
pointed out that there is considerable 
scope for improvement of design and ope¬ 
ration ol bio-gas s>stems. There is scope 
for setting up community bio-gas plants 
for common uses as in schools and hos¬ 
pitals. 

This study has pointed out the vast 
potentialities in a country like India of 
bio-gas systems and the various obstacles 
which arc coming in the way of its wide- 
spiead use. Hcic is one purely indige¬ 
nous technology which has the potential 
to supply both energy for small-scale and 
cottage industries (apart from for domestic 
consumption), and fertilisers for agricul¬ 
ture, and thus help revolutionise India's 
rural economy and life. Our technologi¬ 
cal and financial institutions would do 
well to combine their efforts in improving 
the bio-gas systems and spreading their 


use. It may bring about rural develop- ; 
ment us possibly nothing else can ! 

ETHICAL MANAGEMENT 

Business in India has come to be 
equated with corruption. Businessmen 
are looked upon as so many crooks. Busi¬ 
ness and corruption are thought of as 
twins. Bureaucracy, red-tapism and ‘tip^ 
at every stage* arc accepted as part of the - 
game in most businesses in India; bribe! 
has come to be thought of as part of busi -1 
ness ahd business expense. There is thei 
general impression that no business is 
possible in India without breaking laws 
with the help of bribery or under the table 
dealings. Naturally a question rises: 
How true arc these impressions ? What 
are the ethical attitudes of Indian mana¬ 
gers ? Is there increasing awareness 
among them about giving the consumer 
his due and employee a fair deal and that 
he has some special social responsibility ? 
Is the typical Indian manager aware of 
the new responsibility that has fallen on 
h's shoulders of building new progressive, 
democratic and socialist India ? 

The Ethical Attitudes of Indian Mana¬ 
gers^ is the finding of the survey that 
Arun Monappa undertook to find out the 
reactions of managers at the middle 
management and senior executive levels. 
He took survey of about 115 managers 
and executives. What were their reactions 
to the dilemma they were facing in the 
country ? How do they feel when caught 
between the obligation to the company, to 
employees and to consumers ? How do 
managers resolve these conflicts ? 

The author observed that a majority of 
business managers believe in ethical stan¬ 
dards. But unfortunately various circums¬ 
tances like unhealthy competition, com¬ 
pany policy, and plethora of rules and 
regulations often prevent them from 
observing those high ethical standards in 
practice. It was found that the problems 
that caused the greatest concein to mana¬ 
gers were those which involved ‘buying 
business’ using graft, bribes, personal 
favour. According to the author's find¬ 
ings, most managers do think of ethical 
implications of their decisions. Most 
managers were found emphasising the im¬ 
portance of company policy in influencing 
ethical actions, the manager's personal 
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Changes in technology reflecting 
changes in industrial patterns. Nothing 
remains static behind this symbol. The 
thinking process goes on generating vast 
resources of technical know-how and 
manufacturing skill. 

It started in 1938 when two engineers 
manufactured dairy equipment for the first 
time in India. Today we are over 10.000 
people involved in manufacturing plant and 
equipment for every major industry from 
dairy to nuclear. 

Tomorrow we'll be vastly different from 
what we are today. Because things are 
never static behind this symbol. The 
thinking process goes on. The pool of 
technical resources grows, lending new 
dimensions to our capability of manu* 
factoring equipment for every vital industry. 


LARSEN &TOUBIIO UMITEO 

P.O. Box 278, Bombay 400 038 
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code of conduct occupying secondary 
place. The influence of superiors through 
whom company policy is often transmit¬ 
ted, was considered very important in infl¬ 
uencing ethical actions. Dishonest methods 
used by rivals were often cited as possible 
deterrents to honest business transactions. 
Corruption and greed among government 
officials, red-tapism and suffocating regula¬ 
tions were considered by most business¬ 
men to be obstacles to ethical business 
behaviour. The author also noticed that 
the attitude and reactions of older buriness 
managers demonstrated a greater ethical 
awareness in a given situation than that of 
younger managers. The size of the com¬ 
pany, by and large, had no discernible in- 
* fluence on ethical considerations in deci¬ 
sion-making. 

Forma] education and training seem to 
have no influence on ethical behaviour of 
business managers; nor had religion 
any favourable or unfavourable impact on 
their ethical behaviour. Certain occupa¬ 
tions such a.s construction, engineering, 
banking, insunince and investment appea¬ 
red to be more prone to cncouiaging un¬ 
ethical business practices. Most man?.- 
gers appear to welcomed the idea of a code 
' of conduct and felt that each company 
would be the best authority to enforce 
such a code, which meant self-regulation 
^^ould be better than regulations imposed 
from outside. 

heartening feature 

If the author*s findings arc to be believ¬ 
ed, it is a heartening thing that modem 
Indian business managers are showing 
due awareness of ethical considerations in 
" their business affairs. This is bound to 
happen with the entry into Indian busi¬ 
ness world of trained and professional 
personnel. But the author’s methodology 
is highly suspect and thoroughly inade¬ 
quate for the purpose. Basing one's 
conclusions on responses from only 115 
business managers to a questionnaire pre¬ 
pared by the author may not truly reflect 
the reality because no business manager, 
or for that matter no individual, would 
admit that he indulges in unethical prac¬ 
tices. At present we in India are not even 
honest enough to admit that we are a dis- 
^ honest people I Were it not so, things 
would not have come to the pass to which 
they have even after three decades of iode- 
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pendenoe. The author should have con¬ 
sulted the other party to business and 
sought their views on the moral attitudes 
of modern. Indian managers. That would 
probably have given a truer picture. In 
business as in life, it is not enough that we 
are honest; others must also be con¬ 
vinced that we are honest I 

FUTURES TRADING 

Futures markets in the country 
in several commodities like cotton, oil¬ 
seeds, foodgrains, etc. began some time in 
the latter half of ifae 19th century. These 
futures markets functioned almost uninter¬ 
ruptedly till the beginning of world war 
If. All those years the importance of 
these markets and their economic utility in 
marketing of agricultural commodities 
were indisputably recognised, not only by 
the trade and industry but also by officials 
and the academic circles. 

Soon after independence the government 
of India brought on the statute book For¬ 
ward Contracts (Regulation) Act with a 
view to reviving futures trading in most 
commodities which was banned during the 
period of world war II. During 1950s 
therefore a number of futures markets were 
set up all over the country for trading in 
such commodities as cotton, oilseeds, 
raw jute, jute goods and even gold and 
silver. 

But during 1960s futures markets sud¬ 
denly came under a cloud. In the case of 
most of the commodities futures trading 
was either banned or disallowed by the 
authorities. In the case of some other com¬ 
modities like castorseed, linseed, jute 
goods, etc although such trading was 
allowed, it came to be subjected to severe 
regulatory measures. 

The objective of FfficiefiO’ of Futures 
Trading by Rama Pavaskar is “to examine 
the efficiency of futures markets in two of 
the most important oilseeds, namely, 
groundnut and castorseed.” The authoress 
has made an attempt to examine the effi¬ 
cacy with reference to two major func¬ 
tions of future markets—the hedging func¬ 
tion and the price stabilisation function. 

In view of the official and even general 
bias against futures markets in especially 
agricultural commodities, it would be 
instructive to examine the findings of this 
study. 

Tte bias of the two oilseeds futures 
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markets against short hedges notwithstand¬ 
ing, their economic efficacy for both 
hedging and price stabilisation cannot be 
overemphasised. While the long hedgers 
generally benefited from these futures mar¬ 
kets, the short hedgers also benefited par¬ 
tially through limited and selective hedg¬ 
ing. According to this study, the benefit 
to the economy as a whole was probably 
greater because of the sobering influence 
exercised by the futures markets in the two 
oilseeds on their ready price. According to 
the authoress, therefore, the present study 
thus “dispels the widespread misconceived 
fears about the economic utility and effici¬ 
ency of commodity futures markeis'*. The 
authoress therefore has righty urged that 
“so long as the free market system is not 
abandoned in farm commodities, the insti¬ 
tution of futures markets must be restored 
to its rightful place in the economy so 
that all sections of the community—far¬ 
mers, merchants, manufacturers and con. 
sumers—could benefit from it.’' 

There are certain limitations from which 
the study suffers. The study is confined to 
futures markets in only two commodities. 
Also, in the absence of any authoritative 
published dal a on hedges, the efficiency of 
these two futures markets for hedging has 
come to be assessed with respect to only 
hypothetical hedges rallrr than actual 
hedges. 

Edible oil happens lo be one commodity 
over which regulations cither of the 
Reserve Bank or government of India 
seem to have had no clTect since indepen¬ 
dence. Very wide fluctuations in edible oil 
and groundnut have proved to be a head¬ 
ache both to the govemment and to the 
people. This study dealing with futures 
markets in tuo of the important oilseeds 
should provide guidelines topolic> makers. 

DURGAPUR RECALLED 

Bagaram Tulpulc, a founder-member of 
Mill Mazdoor Sabha and a well.known 
labour leader who has spent more than 
three decades in activities connected with 
trade unionism in India, took over the 
challenging task of general manager of 
Durgapur steel plant and held that post 
from December 1971 to the mfddic of May 
1975. When Tulpule took over the post of 
the general manager, Durgc.pur had 
already earned in the industrial world a 
great amount of notoriety with poor pro- 
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duction, chaotic industrial relations, per¬ 
petual industrial conflict often resulting in 
violence, and heavy losses. It was a *sick 
child’ of the Indian industrial world. Tul- 
pule's represents a unique experiment in 
India’s industrial development and demo¬ 
cracy in that a labour leader is put in 
overall charge of a major public sector 
industrial unit in the country. In his book, 
Amidst Heat and Noise-^Durgapur Recall¬ 
ed, Bagaram Tulpule has given a subjec¬ 
tive account of his management tenure at 
Durgapur, recalling the trauma and ten- 
sions in managing a tension-ridden indus- 
trial unit, all the more absorbing because 
the experiences are recorded by a person 
whose entire youthful life had come to be 
devoted to upholding the cause of workers. 
This persona] account by a labour leader 
entrusted with the task of managing a big 
public sector unit will have a rare signifi¬ 
cance to managers, industrial policy¬ 
makers, workers and trade union leaders 
who arc all in quest of newer forms of 
industrial organisation that is in confor¬ 
mity with industrial democracy. His ex¬ 
periences and suggestions should receive 
due attention not only in India but in all 
countries which have accepted democratic 
form of government and a mixed economy. 

Ruhr of India 

The author has described in detail the 
manner in which Durgapur steel plant 
came to be established with the aim of 
eventually turning the area into ‘Ruhr of 
India’, the socio-political setting of the area 
which was characterised by trade union 
revalry often resulting in violence, the 
problems of restoring order out of chaos, 
the problem of autonomy versus centrali¬ 
sation and the day-to-day functioning at 
Durgapur, the problem of making manage¬ 
ment effective, the input shortages and 
technical problems, some major confron¬ 
tations at Durgapur in the form of strikes 
and conflicts between the Steel Authority 
of India Limited (SAIL) and the manage¬ 
ment at Durgapur which eventually led to 
the resignation by the author. The descrip¬ 
tion is of a matter of fact nature and infor- 
mativc but makes rather uninteresting 
reading. But the lessons drawn by the 
author and the suggestions made naturally 
form the most valuable and interesting 
part of the book. 

The author has great belief in the public 


sector acting as a lever for transforming 
India's socio-economic order from exploi¬ 
tation, inequality and injustice to one of 
social justice, human dignity and equality 
of opportunity. Naturally problems of 
management and of workers in public sec¬ 
tor industries become a matter of great 
significance. 

social objective 

The author is of the opinion that the 
social objective behind the public seetor 
units should take precedence over earning 
surpluses. While public sector units should 
be subject to some sort of control by 
government, the author is of the opinion 
that the scope and nature of such control 
and the manner in which it is exercised 
are by no means clear, conceptually or in 
practice. The author has opined that quite 
a few of the problems facing public sector 
units arise from this uncertainty and 
modalities of such control. The author is 
very critici:| that public sector units get 
very little guidance in matters of policy 
and broad objectives, while in matters in 
which the public sector unit is supposed to 
be autonomous, it finds itself constantly 
subjected lo queries, criticisms and con¬ 
trols. He is of the opinion that public sec¬ 
tor units should enjoy true autonomy so 
essential for speedy decisions and sound 
business practices. Policy in major matters 
should be distinguished from management 
and the unit should not be under ministc- 
rial and parliamentary control in manage¬ 
ment matters. In actual practice there is a 
great amount of ministerial interference in 
management affairs with often disastrous 
consequences and with extremely adverse 
effects on the efficiency of public sector 
units. This should be stopped so that 
management has the opportunity of show¬ 
ing inliiative. The author is firm that there 
should be “clear definit’on of authority 
and total accountability of a manager 
within his area of delegated authority....” 
According to him, this reform must begin 
with the ministers. 

State governments have shown keen 
interest in the affairs of central govern¬ 
ment industrial units as they are responsi¬ 
ble for labour matters. Often this results 
in central industrial units coming under 
considerable.pressure by state governments 


which, tnight insist on 'sons of soil* 
policy. 

The author wants that management of^ 
public sector units should be fair and res¬ 
ponsive to legitimate aspirations and 
needs of employees. But he also 
insists that '‘the management should deal 
firmly with gross indiscipline, frequent 
wild-cat work stoppages on flimsy grounds, 
gheraos and such other situations.” The 
state governments wanting to keep labour 
force pleased due to political and other 
factors, should not interfere in matters of 
discipline. The line between firmess and 
obstinacy can be placed at different points 
depending upon their objectives and pri¬ 
orities. The author is also of the opinion 
that because of all these pressures, the 
management is finding it difficult to estab¬ 
lish bipartite relations with employees and 
their unions. 

workers' attitude 

Tulpule is of the opinion that in spile of 
job security, better emoluments and many 
other benefits, one does not find among 
employees of public sector units corres¬ 
pondingly high morale, greater sense of 
belonging and deeper concern for produc- . 
livity. In fact, workers are found to be in¬ 
different and often positively hostile and 
alienated. It is high lime that policies at 
the government and management level were 
so devised that this attitude of employees 
which commonly prevails in most public 
sector units is completely changed. With 
professional management gradually emerg¬ 
ing in public sector units, the picture is 
slowly changing; but still quite a long 
distance is to .be traversed in matters of 
happy management-labour relations in 
public sector units in India. 

Bagaram Tulpule's has been a unique 
experiment. When placed in the chair of a 
general manager requiring to deal with 
employees, his views appeared to have 
changed and were similar to those held by 
any private entrepreneur in regard to* 
attitude, behaviour and productivity of 
labour. Does it mean that labour leaders 
behave irresponsibly? Does it mean that 
fulminations of private sector entrepre- 
neurs about uncooperative attitude of 
workers are justified? What is the point in 
inciting labour, if that goes only to make 
labour irresponsible refusing to play its 


eastern SCONQlflST 


32 


JANUARY 6^ 1978 



role, even when their demands 
are met? Or is it that labour leaders keep 
fires burning, so that they may always 
be in the limelight? At least two of the 
labour leaders who have climbed over the 
backs of workers to the present position 
of cabinet ministership at the centre have 


The number of editions through which 
this book has passed over the 50 years 
since the first publication definitely indi¬ 
cates its usefulness to the students for 
whom the book is meant. The author has 
pointed out in the preface to the present 
edition that auditing has now become a 
continually changing subject. In fact 
auditing is mostly changing in scope rather 
than in techniques and procedures. Cer¬ 
tain developments in the technological 
sphere and in the economic environment 
have indeed exercised some influence on 
auditing in the past two decades and they 
by now have ceased to be anything new. 
Notable among them are application of 
sampling technique in auditing, analytical 
auditing and auditing of computerised 
records. The author has included these 
in the book. Also the horizontal expan¬ 
sion of auditing in the management sphere, 
i.e., management audit, finds its place in 
the book. Excepting these the book de¬ 
votes entirely to the traditional concepts 
associated with auditing including the 
legal implications. 

The author has generally dealt with the 
subjects in a logical order; from the 
fundamentals and concepts it leads to the 
actual field work of auditing. He has 
presented the subjects in a brief but mean¬ 
ingful way and this very quality would help 
the students to graso the essentials they 
should know. Another feature of the book 
probably considered aitractive by the stu¬ 
dents is the question and answer feature 
spread throughout the book. In the view 
of the reviewer the quality of the book 
would have been enhanced if it only pro¬ 
vided intelligent and objective questions 
at the end of each chapter without the 
answers. This would have helped the 


not so far cared to utter one word of ad¬ 
monition to workers when strikes are 
galore! After reading the candid account 
by Bagaram Tulpule, it would be interest¬ 
ing to wait and see what type of role as a 
labour leader he again plays, if and when 
he chooses to do that. 


Reviewed by K. N. MemanI 

students to *think’ instead of being spoon¬ 
fed through the book. If desired, hints to 
the problems could have been supplied 
only at the end of the book. 

At places, however, it seems that the 
author has sacrificed quality for the sake 
of brevity. For example, the sketchy 
introduction to the highly potential new 
thinking on analytical auditing is with the 
words— “Analytical auditing is concern¬ 
ed simply with classifying the work flow 
by presenting it pictorially”. Analytical 
auditing really is a far more exciting pro- 
poritfon than what it has been made to 
look. It concerns with the analysis of the 
structure and design of the accounting 
system which produces accounting data. 
Instead of verifying the accuracy of vari¬ 


ous accounting data, if the auditor can 
effectively analyse the system itself, the 
result would be far more rewarding in terms 
of effectiveness, time and cost. Such a re¬ 
volutionary thinking should have received 
more detailed consideration by the author. 

The subject ‘management'audit has been 
dealt with competently. The author could 
have introduced some typical vocabulary 
in the area of mechanised and EDP sys¬ 
tems. In the traditional areas, the author 
has dealt with all the conceivable things 
with due clarity keeping the average stu¬ 
dent's need in view. The book is updated 
up to 1975 in so far as the references to 
the statements of Standard Accounting 
Practices and Recommendations of the 
Institute of Chartered Accountants in Eng¬ 
land and Wales are concerned. The book 
contains some references to International 
Accounting Standard on Valuation and 
Presentation of Inventories in the context 
of the Historical Cost System. The treat¬ 
ment seems inadequate. Aho, there ap¬ 
pears no reference to IAS-1 which is by 
far more important and fundamental in 
character. 

On an overall analysis the textual part 
of the book is reasonably presented and 
uptodate and should be of use to the stu¬ 
dents for the professional courses as well 
as to the teachers in Auditing and Audit 
Practitioners. 


Know your Gandhi 

The Collected Works of Mahatma Gandhi: Volumes 67, 68,69 and 70; Published by 
the Publications Division, ministry of Information and Broadcasting, govern¬ 
ment of India; Price Rs 9 per volume. 

(Volume 67 covers the period April 1—October 14, 1938; Volume 68 the period 
October 15, 1938—February 28, 1939; Volume 69 the period March 1—July 15, 
1939; and Volume 70 the period July 16—November 30, 1939.) 

Reviewed by V. Baiatubramatiiaii 


The volumes include the letters written 
by Gandhiji and some of the speeches or 
statements made by him during two of 
the most critical years of the Freedom 
movement. 

Volume 67 is occupied with the question 
of land reforms, strikes and picketing, the 
deterioration m the communal situation 
and internal tensions tending to weaken 
the Congress. 

Volume 68 is mainly Concerned with 
the intensification of the stni^e of the 


states’people for responsible government 
and Oandhiji’s attempt to respond to their 
need. 

Volume 69 features th^ popular demand 
for reforms in princely states and the 
crisis in the Congress leadership, leading 
to Subhas Chandra Bose’s resignation 
from the Congress presidentship- 

Volume 70 relates to the attempt of the 
Indian National Congress to define its 
attitude to India’s participation in World 
War II and Oandhiji’s efforts to “find 


Auditing concepts 

Tayhnr and Peny’a “Principles of Auditing”; Leslie R. Howard; The English Language 
Book Society and Macdonald and Evans, London and Plymouth; Nineteenth Edition 
(Low Price Edition); Price £ 2.25 
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means other than civil disobedience... (^ 
dealing with the crisis”. 

It is not easy to go through these 
volumes since they contain a lot of trivia. 
Moreover Gandhiji’s letters are published 
here without being linked to letters to 
which they were replies or letters which he 
received in reply. As a result, many of the 
references and allusions are difficult or 
even impossible to make out or appre* 


ciate. Neitettheless the studious reader 
will find ^s labours well rewarded. There 
are numerous nuggets of priceless inform¬ 
ation about one aspect or another of this 
great mao and his maoy-splendoured 
personality. This series is thus rich raw 
material for the chronicler and the his¬ 
torian. It also offers delightful reading to 
those who merely seek to know a little 
more of the thoroughly human Mahatma. 


Books received 
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Published by Vikas Publishing House Pvt 
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Amidst Heat and Noise: Bagaram 
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India Publications, Calcutta; Pp. 255; 
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TRADE 

WINDS 


Railway Fraight and 
Traffic 

Tub originating revenue- 
earning freight traffic of the 
railways in November, 1977 
amounted to 16.41 million ton¬ 
nes, less by 1.92 million tonnes 
as compared to the correspond¬ 
ing month of last year. Cumu¬ 
lative total revenue-earning 
tonnage lifted by the railways 
from April to Nov«.mbcr, 1977 
was 136.57 million tonnes, 2.02 
million tonnes more than the 
corresponding ligure of the 
previous year. There was in¬ 
creased movement under all 
the plan head-wise commodi¬ 
ties, except raw material for 
steel plants, pig iron and finish¬ 
ed steel irom steel plants, ferti¬ 
lizers and Ollier goods as com¬ 
pared to the corresponding 
period of last year. 

The approximate number of 
passengers booked in the 
month of November, 1977 was 
281 million, an increase of 
7.11 million (2.59 per cent) 
compared to November, 1976. 
Both suburban and non-sub¬ 
urban traffic registered an in¬ 
crease of 2.99 and 2.09 per 
cent respectively as compared 
to the corresponding month of 
last year. 

The approximate number of 
passengers booked during the 
period April to November, 
1977 totalled 2,301 million, 
registering an increase of 123.6 
millions (5.68 per cent) over 
the previous year’s level of 
traffic. During this period, 
both subuiban and non-subur¬ 
ban traffic showed an increase 
of 6.34 and 4.91 per cent res¬ 


pectively over the correspond¬ 
ing period of previous year. 

Increase in Tourist 
Arrivals 

More foreign tourists visited 
India during the first 11 months 
of this year than in the whole 
of 1976. A total of 569,171 
tourists visited this country 
during January to November 
1977, registering an increase of 
20.8 per cent over the corres¬ 
ponding period of previous 
year. Tourist arrivals in the 
whole of 1976 totalled 533,951. 
In November alone, 65,077 
tourists came to India as again¬ 
st 53,942 in November, 1976, 
regislcring anjnerease of 20.6 
per cent. 

Geological Survey 
Reorganised 

The Geological Survey of 
India happens to be the third 
oldest organisation of its kind 
and the second largest in the 
world. Only last year, it 
celebrated the completion of 
its 125 years of service to the 
nation. While tho GSi has 
been rendering signal service to 
the country ii) diverse ways, 
the rapid growth of the organi¬ 
sation in recent years had creat¬ 
ed certain problems of its own. 

As an organisation grows in 
size and starts operating from 
multiple bases, its manage- 
meni problems become more 
and more complex. Further¬ 
more, when the organisation is 
concerned primarily with 
scientific work output and all 
the rewards it can offer are bas¬ 
ed only on promotion to ad¬ 
ministrative managerial posi¬ 


tions and not on tbe basis of 
scientific excellence, the prob¬ 
lems become even more com¬ 
plex. Taking all these aspects 
into account, the report has 
made a number of recommenda¬ 
tions which, when implement¬ 
ed, should help the OSI move 
towards a better future in the 
service of the nation. 

The major recommendations 
include : The authority for 
according sanctions as well as 
holding accountability will be 
brought closer to the GSI 
through a management coun¬ 
cil to which the government 
will delegate adequate powers. 

Team Leader 

The functioning, cxcrcis:j of 
authority and accounlability of 
GSI (and its iinils) will b: with¬ 
in the framework of an activity 
oriented budgetary system. The 
leader" of each autho¬ 
rised activity would b; riven 
full authority and responsibility 
for his work. He will also be 
held fully responsible for the 
functioning of his team. These 
steps will remove delays in the 
existing procedures, requiring 
multiple fragmentary sanctions. 
By involving multi-disciplinary 
teams in the planning and exe¬ 
cution of their programmes 
(with control over the resources 
and accountability for their 
use and the results), the pro¬ 
posed ari*angcmcjits are expect¬ 
ed to produce a greater sense 
of participation and involve¬ 
ment of each officer in his 
work. Both the operational 
control of the work, as well as 
the provision of specialist 
guidance are proposed to be 
based on a matrix pattern 
making use of different typ:s 
of expertise in regard to diffe¬ 
rent types of guidance for 
work. This should both speed 
up the output as well as 
improve the quality of work. 
Proposals have been made to 


improve the supporting engi¬ 
neering, drilling, purchase and 
stores services, through the 
introduction of systems analy¬ 
sis, O & M studies and mate¬ 
rials management. 

The government has since 
approved the report in principle 
and has constituted the manage¬ 
ment council, for overseeing 
the implementation of the 
recommendations of (he com¬ 
mittee. The management coun¬ 
cil will, for the present, comp¬ 
rise of the following: Mr M. 
Sondhi. Secretary, ministry of 
Steel and Mines, (Chairman); 
Dr A.K. Ghosh, Additional 
Secretary, Department of 
Mines, (Alternate Chairman); 
Director General, OSI; Re¬ 
presentative of ministry of 
Finance; Mr A.B. Dasgupta, 
Retd. Managing Director, Oil 
India Ltd; Mr Y.K. Murthy, 
Chairman, Central Water Com- 
mi-iSion; Dr Hari Narnin, 
Director, N.ilional Geophysical 
Research Institute, Hyderabad; 
Dr B.P. Radhakrishna. Chair¬ 
man & Managing Director, 
Chitradurga Copper Corpora¬ 
tion. (all Members) and Mr 
G. Ghosh, Deputy Secretary, 
Dep irtmcnt of Mines (Member- 
Secretary.) 

Public Distribution 
System 

The government of India 
considers that building up of 
a strong public distribution 
system has to be an integral 
part of government's wage, 
income anJ prices policy. In 
this task, consumer coopera¬ 
tives in the urban areas and 
agricultural cooperatives in the 
rural areas were assigned a : 
central role in production, pro¬ 
curement as well distribution. 
This was indicated by Mr.Mohan 
Dharia, minister for Commerce, ; 
Civil Supplies and Cooperation, ■ 
in his welcome address on 
the occasion of conference of | 
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state ministers of Cooperation 
recently. Emphasising the need 
for de-politicaiisalion and de- 
officialisation of the cooperative 
movement as a pre-condition 
for its healthy growth, Mr 
Dharia urged the state minis¬ 
ters to consider the National 
Cooperative Policy Resolution, 
which had been placed before 
the conference, to provide the 
directive principles for the 
healthy development of coope¬ 
ratives in the future. The 
resolution ^was drafted on the 
basis of a conference of Regis¬ 
trars of Cooperatives Society 
held last month. 

Stress on indigenous 
Technology 

There should be no depen¬ 
dence on technology from out¬ 
side as long as such technology 
is available in India, or can oc 
developed by our scientists. 
This was emphasised by Mr 
Morarji Desai, prime mjiiisUr 
and chairman. Planning Com¬ 
mission, at the second meeting 
of the consultative committee 
of the Planning Commission 
held here recently. He urged 
the members of theconsultaiive 
committee to adopt groups of 
10-15 villages in their consti¬ 
tuencies and try to improve 
their conditions of living by 
introducing better techniques 
in their day to day occupations. 
He said that initiative must be 
shown by the people and prac¬ 
tical suggestions to improve 
life in rural areas should be 
put up to the government. 

Rq>iying to a question on 
the afforestation programme in 
states, Mr Desai emphasised 
the importance of preservation 
of forests and said that public 
cooperation is very necessary to 
stop the exploitation of forest 
wealth and improve the degrad¬ 
ed forests. He also suggested 
that cooperative societies of 
tribals should be formed and 
used for operating the coupes 


and other forest resources in¬ 
stead of inducting the contrac¬ 
tors in this. He added that the 
farmers should be self-reliant. 
They should be encouraged to 
grow their own seeds instead of 
depending on outside supply. 
In our enthusiasm for the use 
of chemical fertilisers, he said, 
the role of organic fertilisers 
had been forgotten. In India 
we have abundant sources of 
organic manure, which, if 
properly utilised, could make 
an impact on the agricultural 
production. 

In the context of the policy of 
the government in this matter 
of achieving self-reliance in the 
held of science and technology, 
particularly regarding the 
import of technology, Mr Desai 
stated that there was no ques¬ 
tion of dependence on techno¬ 
logy iroin outside. The policy 
of the government had been 
that foreign collaboration for 
technology was permitted only 
in heids of high priority and in 
areas where such an import was 
considered essential. 

Output of Coppor 

Hindustan Copper produced 
1878 tonnes of copper wire 
bars in November, 1977 as 
compared to 1138 tonnes pro¬ 
duced in November of the pre¬ 
vious year. The cumulative 
production of wire bar during 
the April-Novembcr period 
of the current hnancial year 
was 12,130 tonnes as compared 
with 11,881 tonnes in i^Aprii- 
November in the previous 
year. Production of copper 
cathodes of 2,099 tonnes in 
November, 1977 was higher 
than the 1,855 tonnes in Nov¬ 
ember last year; the cumulative 
production during April- 
November, 1977 was 13,913 
tonnes as against 13,796 tonnes 
during the comparable period 
of the previous year. At the 
Khetri Copper Complex the 
Rajasthan State Electricity 


Board applieti a 20 per cent 
power cut. Produetton at 
Ohatsila continued to suffer 
because of heavy load shed¬ 
ding. 

Tables below give the produc¬ 
tion figures for the two main 
units of Hindustan Copper: 

Indian Copper Complex: 

Ghnfaila 

(Figures in M/T) 


Product April-Nov. April-Nov. 



1977 

76 

Ore milled 
Blister 

843,263 

785,568 

copper 

8,432 

10,187 

Cathodes 

6,525 

7,377 

Wire bars 

5,325 

6,632 

Kyanite 

Silver 

15,163 

17,989 

(in kg) 

794 

474 

Gold (kg) 

126.2 

16.0 


Khetri Copper Complex: 
Rajasthan 

(Figures in M/T) 


Product April-Nov. April-Nov 



1977 

76 

Ore milled 
Blister 

721,332 

699,316 

copper 

4,662 

3,378 

Cathodes 

7388 

6,419 

Wire bars 

6,805 

5,249 


ExpfndiUira of^Rural 
Households 

The aggregate capital expen¬ 
diture in agriculture and allied 
activities, non-farm business 
and residential housing of rural 
households in India during the 
year ended June, 1972 is esti¬ 
mated at Rs 1,832 crores, 
representing an increase of 74 
per cent over the correspond¬ 
ing estimate for 1961-62. This 
was revealed by a publication 
on statistical tables relating to 
capital expenditure and capital 
formation of rural households 
dutiqg the year ended June 30, 


1972, published by the Reserve 
Bank. Expenditure on durable 
household assets, according to 
the RBI survey, went up from 
Rs 47 crores in 1961-62 to 
Rs 161 crores in 1971-72, an 
increase of over 240 per cent. 
Allowing for expenditure on 
repairs and replacements but 
excluding transfer items such 
as purchase of land, as also 
for the expenditure endurable 
household assets, the estimated 
amount^of total fixed capital 
formation in farm and non¬ 
farm business and residential 
housing registered an increase 
01 107 per cent over the decade, 
rising from Rs 349 crores in 
1961-62 to Rs 721 crores in 
1971-72. 

Farm business accounted for 
nearly half the total amount of 
fixed capital formation during 
both the years, whereas the 
share of residential housing 
registered a slight decline from 
44 per cent in 1961-62 to 4U 
per cent in 1971-72. Fixed 
capital formation in farm busi¬ 
ness alone during 1971-72 was 
Rs 3^ crores compared to 
Rs 167 crores during 1961-62. 

M^jor Item 

Purchase of agricultural imple¬ 
ments and machinery was the 
major item of capital forma¬ 
tion in farm business, account¬ 
ing for 28 per cent of the total 
in 1961-62 and 43 per cent in 
1971-72. During both the 
years, investment in wells and 
other irrigation resources 
accounted for about 27 per cent 
of the fixed capital formation 
in farm business. Punjab and 
Haryana had shown a pheno¬ 
menal increase in fixed capital 
formation in farm business, the 
total for the two states together 
rising from Rs 8 crores in 
1961-62 to Rs 61 crores in 
1971-72. Uttar Pradesh, Onja- 
rat, Madhya Prodesh, Maha¬ 
rashtra and Rajasthan were the 
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oth«r states which diowed im* 
pressive increases over the 
decade. The average expendi¬ 
ture per household in farm and 
non-farm business, residential 
housing and durable household 
assets put together in 1971-72 
was Rs 258 against Rs 161 in 
1961-62. Per capita fixed capi¬ 
tal formation in farm and non¬ 
farm business and residential 
housing was Rs 93 in 1971-72, 
against Rs 51 in 1961-62. 

Saltless Curing of 
Leather 

The Central Leather Research 
Institute (CLRl), Madras, has 
developed a new method of 
curing raw hides and skins 
with a mixture of organic 
compounds obtained from 
neem oil. This method dis¬ 
penses wiih the use of common 
salt which forms a major pol¬ 
lutant in tannery eflluents. 
The use of these compounds 
has been found to be satisfac¬ 
tory, in comparison to con¬ 
ventional methods using salt. 
The advantages of the new 
method arc: (i) There is no 
deterioration in quality of 
skins during storage; (ii) soak¬ 
ing back is easy as there is no 
need to resort to the use of 
wetting agents and bacteri¬ 
cides: and (iii) transportation 
cost iS reduced and the quality 
of final leather is comparable 
with that of leathers obtained 
from wet-saltcd stock. 

A solvent fatliquor blend 
has been formulated using 
entirely indigenous fatliquors 
and a cheap and commercially 
available solvent. The main 
advantages of the blend arc: 
(i) The leathers produced are 
lighter and softer and the soft¬ 
ness is obtained with a lesser 
amount of fatliquor; (ii) the 
penetration is satisfactory and 
the feel obtained is similar to 
the one obtained generally 
. with mineral oils; and (iii) tan¬ 
ners can easily prepare this 


blend in their own tannery since 196S averaged only four short of the plan targets. The 
from indigenous fatliquors per cent as compared with the country has no doubt made 
which are being used at average annual growth rate of significant progress since inde¬ 
present. eight per cent from 1956 to pendency but the economy is 


Rsvisioii of Air Parcel 
Ratos 

The P & T department is 
revising the postage rates for 
air parcels to foreign countries 
from January 1, 1978. The 
new rates for some countries 
are as follows: 


Country 

For the For every 
first 250 additional 
gms 250 gms 
or part 
thereof 


Rt 

Rs 

Afghanistan 

28.70 

2.30 

Australia 

33.30 

7.60 

Burma 

25.70 

2.20 

Canada 

31.60 

11.50 

Checho¬ 

slovakia 

33.30 

5.50 

France 

43.90 

6.10 

Germany 

(FRG) 

24.60 

5.40 

Germany 
(Dem. Rep.) 33.10 

5.40 

Great 

Britain 

41.60 

6.00 

Italy 

28.20 

5.30 

Japan 

38.50 

4.60 

New Zealand 35.20 

8.70 

Pakistan 

26.50 

2.50 

Singapore 

22.20 

3.00 

Sri Lanka 

32.90 

1.50 

USSR 

In Europe 

26.90 

5.70 

In Asia 

32.80 

6.20 

USA 

28.90 

10.60 


Facts on Enginooring 
Industry 

The Association of Indian 
Engineering Industry has 
released the latest edition of the 
Handbook of Statistics-1977. 
It gives comprehensive data on 
installed capacity, production, 
capacity utilisation, imports, 
exports and other important 
information relating to engi¬ 
neering industry in particular 
and other industries in general. 
Statistics in the 'Handbook* 
reveal that industrial growth 


1964. The most fundamental 
problem of tho Indian economy 
continues to be its inadequate 
growth rate. In the seventies 
the growth rate averaged about 
3.S per cent per annum, far 

Names in 

Lt General N.C Rawlley, 
PVSM, AVSM. M C, for¬ 
mer Vicc-Chicf of the 
Indian Army Staff, and 
presently, general manager 



Lt* Gen N. C. Rawlley 
of the Assam Oil Company, 
has taken over from Mr J.C. 
Finlay, MC, who retired 
on December 22, 1977' as 
Burmah Oil Group of 
Companies representative 
in India, in addition to his 
responsibilities as the chief 
executive of the Assam Oil 
Company. L». General N.C. 
Rawlley will now operate 
from New Delhi. Lt. General 
N.C. Rawlley is also a dire¬ 
ctor on the board of Oil 
India (OIL) and the Tin¬ 
plate Company of India 
Limited (TCIL). He is a 
member of the British Insti¬ 
tute of Management and the 
Indian Institute of Market¬ 
ing and Management. 


unable to sustain ai| average 
growth rate of five per cent. 
In 1976, the industrial growth 
rate enhanced by 10 per cent 
and that of engineering indus¬ 
try by 12.1 per cent. 

he News 

Mr J.C. Finlay, MC, who 
retired from the Burmah 
Oil Group’s services on 
December 22, 1977, is being 
appointed as Consultant by 
the Burmah Oil Company, 
UK to represent com¬ 
pany in the negotiations 
regarding government’s 
takeover of the assets of 
the Assam Oil Company 
and of Burmah’s 50 per 
cent shareholding in Oil 
India Limited, in which 
capacity he will, as neces¬ 
sary pay visits to India. Mr 
Finlay’s association with 



Mr J. C. Finlay 

India and the Indian sub¬ 
continent has been long 
and eventful. He came to 
India in 1942 during World 
War 11 and served in the 
British Army with the Chin- 
dits in Burma. He became 
Lt. Colonel in 1945 and was 
awarded the Military Cross 
for gallantry in 1944. 
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COMPANY 

AFFAIRS 


Siemens India 

The directors of Siemens 
India Ltd, have proposed an 
ordinary dividend of 16 per 
cent - for the year ended 
September 30, 1977. As much 
as 10 per cent of the dividend 
wifi be tax free in the share¬ 
holders’ hands under Section 
80K of the Income Tax Act, 
I96f, The company issued 
bonus shares on August 
25,1977, in the ratio of one 
share for every two shares held. 
The bonus shares as per terms 
of issue shall participate for 
the full proposed dividend for 
the financial year 1976-77. 

Sales touched Rs 76.1 crorcs 
(Rs 73.3 crores)—an increase 
of four per cent. Orders booked 
were Rs 77 crores (Rs 72.9 
crores); the pending order 
position stood at Rs 46.6 
crores (Rs 45.5 crores). The 
gross profit rose to Rs 10.11 
crores (Rs 9.29 crorcs). After 
depreciation of Rs 1.45 crores 
(Rs 1.27 crorcs), ta.xation 
Rs 5.73 crores (Rs 4.86 crores) 
and adjustment for previous 
years for taxation of Rs 43 
lakhs, the disposable profits 
declined from Rs 3.17 crorcs 
to Rs 2.50 crorcs. The decline 
in the disposable profits is due 
to the increase in the elTective 
rate of taxation and also 
adjustments for previous years 
for taxation. 

Tata Mills 

The Tata Mills has passed 
over the equity dividend for 
the year ended September 1977, 
as it did for the previous 
9-month period ended Septem¬ 


ber 1976. The company has 
continued to show discourag¬ 
ing working results for the 
year. According to the brief 
preliminary statement, sales 
had totalled Rs 22.60 crores 
for 1976-77 against Rs 13.38 
crores for the previous 9-month 
period. The working has 
resulted in a loss of Rs 17.90 
lakhs against the loss of 
Rs 112.27 lakhs. After provid¬ 
ing Rs 41.40 lakhs (Rs 28.48 
lakhs) for depreciation, there 
was a net loss of Rs 59.30 
lakhs (Rs 140.75 lakhs). After 
considering the bonus of 
Rs 31.57 lakhs for 1976 and a 
transfer of Rs 28 lakhs from 
the development rebate reserve 
there w'as a deficit of Rs 62.87 
lakhs 

Great Eastern Shipping 

The freight and charter hire 
earnings of the Great Eastern 
Shipping Co in the first half 
of the current year (July- 
December) was estimated at 
R$ 17.56 crores compared to 
Rs 26.65 crores in the same 
period of the previous year. 
Mr Vasant J. Sheth, chairman, 
had stated that the freight 
market continued to be depres¬ 
sed and that there did not 
appear to be any sign of re¬ 
covery in sight at least for the 
next two to three years. A 
recovery in dry cargo market 
was expected from 1979 and 
the tanker market recovery was 
estimated to take longer, that 
is beyond 1980. Mr Sheth 
said that the Shipping Deve¬ 
lopment Fund Committee 
(SDFC) had approved the 
Rs 88.91 crorc programme of 


the company prepared at the 
end of 1973 and asked it to go 
ahead. The SDFC at its meet* 
ings approved loans of about 
Rs 17 crores, being 30 per cent 
of the cost of the OBO carriers 
and about Rs 5.50 crores being 
40 per cent of the cost of the 
product carrier. The commit¬ 
ments were, however, not ful¬ 
filled and the company wa^ 
given a small loan of Rs 1.89 
crores in respect of the product 
carrier. 

Moreover, the company had 
to pay Rs 8.75 crorcs as 
escalation for the pioneer type 
ships ordered with Hindustan 
Shipyard, which resulted in 
annual interest of Rs 39 lakhs 
and of additional depreciation 
of Rs 44 lakhs in the additional 
price, and resulted in reduced 
profitability. Even the joint 
venture which was to be 
established by the company in 
Singapore was ultimately not 
approved by the government. 
This joint venture would have 
brought a profit of Rs 1.5 
crores to the company on sale 
of one of the pioneer ships. 
Mr Sheth has suggested that 
there was urgent need for 
drastic revision of policy with 
regard to the shipping industry. 

Gajra Gears 

Gajra Gears has reported 
encouraging performance on 
the export front. Although the 
company’s total turnover 
declined from Rs 2.80 crores 
during the year ended March. 
1976 to Rs 2.60 crores during 
1976-77 exports increased from 
Rs 10.41 lakhs to Rs 23 lakhs. 
The company’s turnover in the 
current year 1977-78 was ex¬ 
pected to rise to Rs 4 crores 
(including exports of Rs 45 
lakhs) and further to Rs 8 
crores in 1978-79 (including 
exports of about Rs l.SO 
crores). The company has been 
exporting its products to several 


countries including Australia. 
Singapore, Malaysia, Thailand, 
Ceylon,’Pakistan, Iran,' Egypt, 
Tanzania, Yugoslavia, the UK 
and the USA. At present the 
pending export orders are of 
the order of Rs 85 lakhs while 
additional order for Rs SO to 
Rs 60 lakhs are expected to 
be finalised shortly from 
Australia. 

Exports of gears were pay¬ 
ing, since exporters get 15 per 
cent cash subsidy, three per 
cent duty drawback and 40 per 
cent entitlement licences. More- 
ever, larger exports gave a 
base for development of the 
indigenous units, which could 
cater to the domestic market 
more efficiently. The gear 
industry, which was facing 
difficult conditions for the past 
two years or so, looked for¬ 
ward to better days ahead, 
with signs of a pick-up in de¬ 
mand for quality gears in the 
domestic market and rising 
overseas demand. 

Chowgule Steamships 

The directors of Chowgule 
Steamships have reconsidered 
their earlier decision to pass 
over the dividend and have 
now proposed a lower equity 
dividend of 10 per cent for the 
year ended March 1977 against 
20 per cent for the previous 
year. The entire dividend was 
expected to be tax-free in 
hands of shareholders. The 
bonus shares issued in June, 
1977 would not rank for the 
proposed dividend. The com¬ 
pany’s working during the 
year resulted in a lower gross 
profit of Rs 2.61 crores against 
Rs 2.68 crores in the previous 
year, despite the increase in 
freight and charter hire receipts 
to Rs 13.60 crores from 
Rs 11.36 crores. After provid¬ 
ing Rs 2.26 crores (Rs 1.35 
crores) for depreciation and 
nil (Rs 30 lakhs) for develop- 
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meat. relMte the net profit 
work! oat atRs 34 lakhs 
(Rs 1.03 crores). There is no 
itax liability for the current 
year. 

The expansion plans were 
progressing as per schedule. 
The company has already plac* 
ed orders with the Japanese 
shipyard for a 84,000 DWT 
pellet carrier and with Cochin 
Shipyard for a 75.000 DWT 
balk carrier. With these acqui¬ 
sitions, the company’s fleet 
would go up to 381,704 DWT. 
from the present 222,704 DWT. 
The Japanese ship would be 
- used in the Goa-Japan run 
for the carriage of iron ore 
pellets to be produced by 
Mandovi pellets in which com¬ 
pany has made an investment 
ofRs 50 lakhs which forms 
about nine per cent of that com¬ 
pany’s paid-up equity capital. 
The company continues to 
enjoy the benefit of captive 
cargo because of the substan¬ 
tial iron ore exports by group 
• companies and the groups 
long-standing association with 
the Japanese steel industry. 

Gajra Bevel Gears 

Gajra Bevel Gears, which is 
setting up a Rs 4.80 crore plant 
at Dewas (Madhya Pradesh) 
for the manufacture of ring 
gears and pinions and difleren- 
tial gear kits with an annual 
“capacity of 945 tonnes, pro¬ 
posed to enter the capital mar¬ 
ket shortly with a public capi¬ 
tal issue of 1.05 million equity 
shares of Rs 10 each at par. 
Commercial production is ex- 
expected to commence around 
May 1978. 

S and H Gears Pvt Ltd is 
being converted as a wholly- 
owned subsidiary of Gajra 
Bevel Gears at the instance of 
the financial institutions. The 
-company has been in produc¬ 
tion since 1974. It hopes to 
generate sufficient cash and 


declare a maideo dividend for 
the current year. 

Rollatiiners 

Rollatainers has shown im¬ 
proved results during the year 
ended September, 1977. The 
company has earned a gross 
profit of Rs 30.21 lakhs on a 
turnover of Rs 2.69 crores 
during the year against 
Rs 32.25 lakhs on the turnover 
of Rs 3 crores for the previous 
15-month period ended Sep¬ 
tember 1976. After providing 
Rs 10.03 lakhs (Rs 11.87 lakhs) 
for depreciation there is a pro¬ 
fit of Rs 20.18 lakhs against 
Rs 20.38 lakhs. An equity 
dividend of 12 per cent, has 
been declared for 1976-77. The 
dividend for the previous 1S- 
month period was 12 per cent. 
The entire dividend will be 
tax-free in the bands of share 
holders under Section 80 K of 
the Income-Tax Act. 

Atlas Copco 

Atlas Copco (Ihdia) Limited 
has introduced a new portable 
compressor. It is the two- 
wheeled version of the VT6 
compressor and is powered by 
the Ashok LeyJand diesel en¬ 
gine type ALU 400. The com¬ 
pressor being two wheeled can 
be easily towed by jeep or car. 
It is also light and convenient 
for on-site handling at indus¬ 
trial units» constiuction sites, 
mines and water well drilling 
sites. Additionally, it is avail¬ 
able with a skid frame as a 
semi-portable unit and for 
truck mounting. 

Lakhanpal National 

Lakhanpal National has shown 
improved results for the year 
ended June 30, 1977, with a 
rise in sales from Rs 2.87 crores 
to Rs 3.91 crores. The com¬ 
pany has earned a gross profit 
ofRs 17.80 lakhs as against a 
loss of Rs 1.52 lakhs in the 
previous year. After providing 
Rs 10.99 lakhs (Rs 12.17 


lakha) for depredation, and Rs 
11,800 for development rabate, 
there is a surplus of Rs 683 to 
stand against a net loss of Rs 
13.70 lakhs previously. After 
writing back Rs 16.39 lakhs 
from development rebate 
reserve, the accumulated deficit 
of Rs 85.73 lakhs is reduced to 
Rs 69.33 lakhs. The produc¬ 
tion of dry cells during the 
year was 31.37 million num¬ 
bers as against 20.49 million 
numbers in the previous year. 
The company hopes to pro¬ 
duce 40 million cells this year. 
It also expects to introduce in 
the market UM-3 percial type 
dry cells by the beginning of 
1978. 

Hindustan Antibiotics 

The public sector Hindustan 
Antibiotics Ltd is negotiating 
with foreign parties for the 
necessary technical know-how 
and strains for the manufacture 
of gentamycin and rifamycin. 
It is also proposing to set up 
capacity for the manufacture 
of neomycin sulphate. 

The annual report of the 
company for 1976-77 shows 
a significant reduction in the 
net Joss to Rs 67.74 lakh 
compared to Rs 291.65 lakh 
In 1975-76. The recovery had 
been made possible because of 
a steep increase of 48 per cent 
in the turnover touching 
Rs 15.23 crore. The production 
could be stepped up in bulk 
streptomycin ^cause of new 
high yielding penicillin strain 
and technology introduced 
during the latter half of the 
year. The production had also 
gone up by 47 per cent over 
the previous year, touching 
Rs 4.54 crore. The new tech¬ 
nology obtained from Japan 
had helped the company to 
step up productivity by 100 per 
cent in the case of pencillin O 
and 600 per cent in penicillin 
V. Another significant develop¬ 


ment during the year was the 
increase in the production of 
formulations. Of the total 
gross sales turnover ofRs 15.23 
crores, formulations alone 
accounted for Rs lO.J crores. 
Due to higher availability of 
formulations, the company 
which has been until recently 
supplying to government and 
institutional buyers only, made a 
significant dent in the trade and 
marketed products of the value 
of Rs 30 lakh as against Rs S 
lakh during the previous year. 

Gujarat State 
Fertilizers 

The caprolactam plant of 
the Gujarat State Fertilizers 
Company was forging ahead 
to gain record output of 16,500 
metric tonnes of caprolactam 
by the close of the current 
year. This would be the highest 
annual production so far 
achieved since the plant was 
commissioned in August 1974 
and would amount to 80 per 
cent of the plant’s annual 
designed capacity. The capro¬ 
lactam plant, which was the 
first of its kind in the country 
to provide indigenous capro¬ 
lactam to the country’s nylon 
spinners for manufacture of 
Nylon-6 yarn, has already ex¬ 
ceeded last year’s annual pro¬ 
duction of 15,696 metric tonnes 
of caprolactam by manufac¬ 
turing 15,836 metric tonnes as 
on December 18, 1977. 

The caprolactam manufac¬ 
ture process involves produc¬ 
tion of other import int inter¬ 
mediates such as hydroxyla- 
mine sulphate, cyclohexanone 
and ammonium sulphate. The 
intermediate units have equally 
done well by outpacing the 
last year’s total output by 
manufacturing 12,273 metric 
tonnes of hydroxylamine 
sulphate, 14,995 metric tonnes 
of cyclohexanone and 83,764 
metric tonnes of ammonium 
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ndphato as on becember 18, 
19n against previous year's 
total production of 11,560 
metric tonnes, 14,987 metric 
ttmnes and 68,432 metric tonnes 
respectively. It is almost cer¬ 
tain that with the present high 
rate of production, these units 
[ ate fully geared to hit up new 
production records by manu- 
' factoring 12,800 metric tonnes 
! of hydroxyfamine sulphate, 
15,650 metric tonnes of cyclo- 
' hexanone and 86,770 metric 
I tonnes of ammonium sulphate 
I by the end of the current year. 

Ntws and Notes 

The net profit of the lodo- 
Banna Petroleum Co Ltd has 
amounted to Rs 75.23 lakhs 
for the year ended March 1977, 
against >R9 1.45 crores in the 
! previous year. A taxable ordi¬ 
nary dividend of 12 percent 
. has been declared, absorbing 
I Rs 19.20 lakhs (against Rs 24 
lakhs). A sum of Rs 1.12 lakhs 
(against Rs 1.10 lakhs) has 
been transferred from develop¬ 
ment rebate reserve no longer 
I required. Taxation is allocated 
at Rs 36.90 lakhs (against Rs 
' 94.99 lakhs). 

] After making other adjust- 
t ments, a sum of Rs 17.45 lakhs 
t (against Rs 23.94 lakhs) has 
i been transferred to general 
i. reserve. 

^ The total income ofOgilvy 
^ Benson and Mather Private Ltd 
^ has risen from Rs 72.26 lakhs 
1^ to Rs 75.68 lakhs—the highest 
F in the history of the company 
—for the year ended May 
1977. The net profit has amo- 
s unted to Rs 12.09 lakhs after 
t) payments to the gratuity and 
o employees’welfare trusts. Bonus 
has been declared at the maxi- 
M mum rate of 20 per cent. For 
IV the third consecutive year, a 
e« dividend has been declared at 
tl 22 per cent amounting to Rs 
tt 2 JO lakhs. In keeping with its 
II. policy of innovation, the com¬ 


pany acqoirocl farther progres¬ 
sive techniques in alvertising 
from its overseas partners. 

Ponalur Paper MBb Ltd 
Puoalur (Kerala), has suffered 
a loss of Rs 26.42 lakhs during 
the year ended March 1977, 
after providing Rs 82.84 lakhs 
(Rs 43.90 lakhs) for deprecia¬ 
tion. The loss is carried forward 
to the balance sheet. Sales in¬ 
creased from Rs 767.36 lakhs 
to Rs 792.44 lakhs, that is from 
15,015 to 16,522 tonnes. 

The long-term agreement for 
the supply of raw materials 
could not be completed. The 
company could collect from 
the government only 55,650 
tonnes as against the require¬ 
ments of 2.50 lakhs tonnes. 

Expansion projects have been 
undertaken. A high-level com- 
miitec has been appointed to 
investigate into the problem of 
the supply of raw materials. 

The company has approach¬ 
ed the Himachal government 
for allotment of required raw 
materials for a 50,000 tonnes 
capacity a year of pulp and 
paper mills. 

Out of the divided at 12 per 
cent recommended by the di¬ 
rectors of Golden Tobacco Co 
Ltd, Bombay, for the year 
ended June 1977, 38 percent 
will be exmpted from income 
tax, according to the necessary 
provisional certificafe, to that 
effect, received by the company. 

Capital and Bonus 
Issuas 

Consent has been granted to 
eight companies to raise capital. 
The details are as follows: 

Peria Karamalai Tea and 
Produce Co Ltd proposes to 
issue 11,58,976 equity shares 
of Rs 2 each as bonus in the 
ratio of 1:3. Government con¬ 
sent has been received. 

M/s Spaco Carburettors 
(India) Ltd, Bombay: The com¬ 
pany has been accorded con¬ 
sent, valid for six months, to 


eaphnlise Rs 1,00,000 out or 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of two bonus shares 
for every five equity shares 
held. 

The Industrial Credit and 
Investment Corporation of India 
Limited, a public company, 
having a paid-up capital of 
Rs 18,74,94,550 has been 
accorded consent for issue of 
debentures (1998) of the value 
of Rs 9,00,00,000 (with the 
right to retain excess subscrip¬ 
tion up to 10 per cent of the 
notified amount) carrying inte¬ 
rest at a rate of 6.5 per cent 
per annum and redeemable at 
par after the expiry of 20 years, 
for cash to the public at the 
issue price of Rs 99.50 per cent. 
The debentures shall be pay¬ 
able to registered holders only. 
The proceeds will be utilised 
for augmenting the rupee 
resources of the corporation. 
The consent order is valid for 
18 months only. 

M/s Tungabhadra Mineral 
Limited, a public limited com¬ 
pany, registered in the state of 
Karnataka and having a paid 
up equity capital of 
Rs 30,00.300 has been grant¬ 
ed consent, valid for a period 
of eighteen months for rights 
issue of equity shares worth 
Rs 30,00,300 for cash at par. 
The proceeds of the issue are 
to be utilised to meet a part of 
the cost of the high density 
aggregate plant proposed to be 
set up in the state of Karna¬ 
taka. 

M/s The Victoria MUb 
Limited, Bombay, has been 
accorded consent valid for six 
months to capitalise 
Rs 29,56,800 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
three bonus shares for every 
five equity shares held. 

M/s Elgi Equipments Limited, 


ColmlNitofe, has been accor¬ 
ded consent valid for six 
months, to capitalise Rs 
12,50,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for each equity 
share held. 

M/s Taylor Instrument Co 
(India) Limited, Faridabad, 
has been accorded consent 
valid for six months, to capi¬ 
talise Rs 30,00,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of one bonus share for 
each equity share held. 

M/s Karnataka Agro-Proteins 
Limited, Banagalore, has com¬ 
municated to government of 
its proposal to issue capital 
under Clause(5) of tiie Capital 
Issues (Exemption) Order, 1969 
to securities of Rs 60,00,000 
(inclusive of the capital already 
raised) in 6,00,000 equity shares 
of Rs 10 each for cash at par, 
out of which shares worth 
Rs 20.40 lakh shall be offered 
to the public by a prospectus 
to provide finance required for 
the project for the manufac¬ 
ture of protein from cotton¬ 
seed and groundnuts. 

M/s Konark Jute Limited, 
has communicated to govern¬ 
ment of its proposal to issue 
capita] under Clause (5) of 
the Capital Issues (Exemption) 
Order 1969, to securities of Rs 
2,40,000 (including the capital 
already raised in equity sh¬ 
ares of Rs 100 each for cash at 
par, out of which shares worth 
Rs 81 lakhs will be offered to 
the public by a prospectus to 
provide part-finance required 
for putting up a jute mill. 

M/s Tan India Wattle Ex¬ 
tracts Company Limited* 
Madras, has been refused 
consent for issue of bonus 
shares worth Rs 6,00,000 
only. 
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Licencts and Lattars of Intent 

The Foti-OwiNG licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of October 1977. The list contains the names and 
addresses of the licensees, articies of manufacture, type of 
licences—New Undertaking (NU), New Articles (NA), Substan¬ 
tial Expansion (SE), Carry on Business (COB), Shifting—and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s. Anil Steel & Industries Ltd., 27A/Cainac Streit. 
Calcutta'700016. (Jaipur-Rajasthan)—Medium Carbon Stecl/HC 
Alloy Cold Rolled Steel Strips 5,000 tonnes—(NU) 

M/s. Devidayal Electronics and Wires Ltd., Gupta Mills 
Estate, Darukhana, Reay Road. Thana-Maharasbtra)—(a) Mild 
Steel wires (Electrode welding quality and hard bright) 2,200 
tonnes, (b) High Carbon and Alloy Steel wires (such as Card 
Clothing, Read, Bali Bearing. Spring and High Tensile spring 
and High Tensile spring steel, Profile and Prestressed concrete 
wire) 3,400 tonnes—(COB) 

M/s Kumardhubi Engineering Works Ltd., Chartered Bank 
Bldg., Calcutta-700001. (Dhanbad-Bihar)-Light structural 
including channels. Joints, tees, Light Rails and Special profile 
sections like Wheel Rims, lock ring, sections etc. 16,750 tonnes; 

—(COB) 

Metallurgical lndustrie.s (Non-Ferrous) 

M/s Jaipur Metals & Electricals Ltd., Near Railway Station, 
Jaipur-302006, t Jaipur-Rajasthan)—Non-ferrous alloys (for 
captive and sale purposes), including copper base, aluminium 
base, zinc, lead and tin base alloys 1600 tonnes; Copper and 
copper base and aluminium and aluminium base^rolled rods (for 
captive and sale purposes) 4000 tonnes in terms of copper and 
copper base alloys or 2000 tonnes in terms of aluminium and 
aluminum base alloys (COB) 

Electrical Equipment 

M/s Philips India Ltd., Shivsagar Estate, Block ‘A’ Dr Annie 
Besant Road, Worli, Bombay-4(K)018. (Kalwa-Maharashtra)— 
Glow Switches 3 Million Nos. 5 Million Nos. (After 
expansion)—(SE) 

M/s Madras Forging & Allied Industries (GBB) Ltd., 
Metlupalaym Road, Post Bag No. 9, Karamadal-641i04, Distt. 
Coimbatore (Coimbatore-Tamilnadu)—-Electrical Motor Stam¬ 
pings 4,000 tonnes (after expansion)—(SE) 

M/s Kei"«la State Electronics Development Corporation Ltd., 
Keltron House, Vellayambalani, Trivandrum-695001, (Trivan- 
drum-Kerala)—T.V. Camera 100 Nos. '“(NA) 

M/s Hind Rectifiers Ltd.. Lake Road, Bhandup, Bombay- 
4(X)078, (Bombay-Maharashtra) Silicon Power Transistors (5 
Amps, and above) .1,00,000 Nos.—(NA) 

M/s Elpro International Ltd., ‘NirmaP, Nariman Point, 
Bombay 400021. (Poona-Maharashtra)—Intensifying Screens 
15,000 Pairs (after expansion). Fluoroscopic Screens 1200 Nos. 
after expansion)—(SE) 

Transportation 

M/s Mahindra Spicer Ltd., Wavell House, 15, J.N. Heredia 
Marg, Ballard Estate, Bombay-40(K)38, (Nasik-Maharashtra)— 
Propeller shafts 2,00,000 Nos. Universal Joint Kits 9,00,000 
Nos. Axle Shafts 50,000 Nos.--(NU) 

M/s Lucas-TVs Ltd., Padi, Madras-50. (Madras-Tamil 
Nadu)—Starters 1,95,000 Nos. (after expansion)—Generators 
^ 1,95,0(W Nos. (after expansion) Regulators 3,00,000 Nos after 
‘ expansion)—Flashers 2,50,000 Nos (after expansion)—Head 
Lamps 4,50.000 Nos. (after expansion)—(SE) 

M/s Ingcrsoll Rand (India) Pvt. Ltd., 44, Abdul Gaffar Rd , 
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Post Box No. 16564, Worli, Bombay-18. (Bangalore-Karnataka)— 
Down the Hole Drills 200, Nos 300 Nos (after expansion)—-Blast 
Holc/Water Well Drills upto 6', 38 Nos, 50 Nos (after expan- ; 
sion). Hand held Light Drills such as Stoppers/Jack Drills/ 
Drifters and Allied Accessories 500 Nos, Carset Bits upto 10'" 
dia, 6000 Nos, Heavy Duty Blast Hole Drills 8* to 12* capacity 
24 Nos (NA/SE) 

M/s Electronics Ltd., 7th Floor, Atma Ram House. 1, 
Tolstoy Marg, New Delhi-1 ICOOl. (Faridabad-Haryana)—Storage 
Water Heatcrs/Gc> sens upto 100 litres capacity and upto 3 KW 
4600 Nos—(COB) 

Machine Tools j 

M/s Chamundi Machine Tools Pvt. Ltd., No. 8, Rest House - 
Road, Bangalore-560001, (Mysorc-Karnataka)—Centre Lathe ^ 
251 Nos-(NU) 

Scientific Instruments 

M/s Matchwel Electricals (India) Ltd., Off Nagar Road, 
Poona-400014 (Poona-Maharashtra)—Gas Leakage Detector 
5,000 Nos-.(NA) 

Chemcals (Other than Fertilisers) 

M/s Formalin Products Ltd., “Purushottam” Sasthaman- 
galam, Trivandrura-695010 (Alleppy-Kerala)“Formaldehyde 
7500 tonnes- -(NU) 

M/s Res-Chemol Private Ltd., 14Nurmull Lohia Lan?, 2nd 
Floor, Calcutta-7 (24 Parganas-Wf.st Bengal)—Synthetic Resins 
viz., Urea and Melamine formildehyde Phenolic Resins Alkyd 
(all grades) 1350 tonnes (aft:r expansion). Maleic and Fumeric 
type 150 tonnes (aft.r expansion). Ketone Resins 150 tonnes 
(after expansion). Epoxy Resins 150 tonnes (after expansion). 
Bisphcnol 300 tonnes (after expansion)—(SE) 

M/s Sandoz ( In li:i) Ltd., Sandoz House, Dr Annie Besant 
Road, Worli, Bombay-400018 (Thana-Maharashtra)—Quinal- 
phos Technical 500 tonnes, 700 tonnes (after expansion)- (SE) 

M/s Indian Organic Chemicals Ltd., New Excelsior Bldg., 
6th Floor, Wallace Street, Bombay-400001 (K ulaba-Mahara- 
shtra) Carboxy Methyl Cellulose 2,000 tonnes—(NA) 

M/s Chemicals & Resins Private Ltd., 85, Dr Annie Besant 
Rd., Worli, Bombay-400018 (Kandla-Gujarat)—Formaldehyde 
(36 per cent solution) 7,200 tonnes, Hexaminc-300 tonnes—(NA) 

M/s German Remedies Ltd., Shiv Sagar Estate, ‘A' Block, 
Dr Annie Besant Road, Worli, Bombay-400018 (Bombay- 
Maharashtra)—Acetyl Sulpha Cyanamid Calcium (an inter¬ 
mediate) 30.8 tonnes Injections 10,088 litres (existing) 18,000 
litres laf'ter c.xpansion) Capsules 30,00,000 Nos (existing) 
120,00.000 Nos (after expansion) Ointments 1,800 Kgs (existing) 
6,000 Kgs (after expansion) Suppositories 4,08,000 Nos 
(existing) 6,00,000 Nos (after expansion)—(NA/SE) 

Drugs and Pharmaceuticals 

M/s Alembic Chemical Works Co Ltd, Alembic Road, 
Baroda-3900l)3 (Baroda-Gujarat)—Benzathine Penicillin G. 
Injection 6 lacs, 12 lac and 24 lac units 60 lakh vials Fortified 
Benzathine Penicillin G. Injection 12 lac and 24 lac units 40 
lakh vials—(NA) 

Food Processing Industries 

M/s Jiwan Milk and Allied Specialities Ltd, Industrial Area, 
Rajpura (Punjab) (Faridkot-Punjab)—Babyfood 2,500 tonnes 
Milk Powder 1,000 tonnes Mailed Milk Fo.>d 50J tonnes- (NU) 

Vegetable Oils and Vanaspathi 

M/s Raichur Agricultural Produce Marketing and ' Processing 
Cooperative Society Ltd, Shop No 66 & 67, Rajendra Gunj, 
Raichur-584101 (Raichur-Karnalaka) -Groundnut Oil 9,0()0 
tonnes (In terms of groundnut seeds)—(NU) 

Leather and Leather Goods 

M/s Chekind Leathers Private Ltd, 7, Shaffee Mohamed 
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Roa^, Madra8-600006 (Chinglcput-Tamil Nadu)—Shoe Uppers 
5,00,000 Nos-(NU) 

M/s Misbahu] Haque & Co, 18, Zakaria Street, Calcutta- 
700001 (Calcutta-West Bengal)—Wet Blue Chrome Tanned Goat 
Skins 5,53,000 Pcs Finished Leather (by conversion from out of 
own production of Wet Blue Chrome Tanned G^at Skins 
3,25,000 Pieces-(COB) 

M/s C. Abdul Rahman Sc Co, 2^, V.V. Koil Street, Periamct, 
Madras-600003 (North Arcot-Tamil Nadu)— Semi-finished leather 
from skins 10,00,000 pieces. Finished leather from skins (by 
conversion of own production of semifinished leather from skins) 
5,41,000 pieces—(COB) 

Timber Products 

M/s Rassik Private Ltd, B-l 8, Maharani Bagh, New Delhi- 
110014 (Delhi)—Furniture Units 4,25,000 units—(NU) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Zenith Steel Pipes Sc Industries Ltd, 195, Churchgate 
Reclamation, Bombay-400020 (Kulaba-Maharashtra)—Re-rollcd 
Products like Bars, Rods and other rolled sections in all grades 
of carbon steels and permissible grades of Low Alloy Steels 
16,500 tonnes—(NA) 

M/s Hindustan Boilers, 21, Ambalal Doshi Marg, Bombay- 
400023 (Broach* Gujarat)—Stainless Steel Wire in size range of 
20-50 swg 200 tonnes—(NU) 

M/s i.D.L. Chemicals Ltd, Rukatpalli, Post Box No 1, 
Sanathnagar, (I.E) P.O., Hyderabad-500018 (Hyderabad-Andhra 
Pradesh) and (Rourkcla-Orissa^—Single or double or multilayer 
clad metals of similar or dissimilar nature 1,00,COO Sq. meters 
corresponding to maximum tonnage of 25,000 tonnes of cladding 
places--(NA) 

M/s Industrial Promotion and Investment Corpn. of Orissa 
Ltd. (A Government of Orissa Undertaking), 3/v Satyanagar, 
Post Box No 118, Bhubaneswar (Orissa) (Keonjhar-Orissa)-- 
Sponge Iron 3,00,000 tonnes—(NU) 

M/s Bengal Arc Steel Ltd, 8 B. Everest, 460, Chowringhee 
Road, Calcutta-700071 (Purulia-West Bengal)—Rounds, Bars & 
Flats 24,000 tonnes. Small Sections 6,000 tonnes—(NA) 

M/s J.K. Steel & Industries Ltd., 7 Council House Street, 
Calculta-700001 f.(Rajasthan)-^Steel Tyre Cord 3,000 tonnes, 
Beadwires for cycle tyres 2,030 tonnes, Beadwires for auto tyres 
3,000 tonnes—(NA) 

M/s Rathi Alloys & Steel Ltd., 3A, Vandhna, 11, Tolstoy 
Marg, New Delhi-1 lOOOI (Ghaziabad-UP)—Medium/High 

Carbon/alloy steel wire rods in coils having coil weight of 400 
Kgs. and above, Rounds, Squares, Flats and other specially 
^ rolled sections (excluding stainless) 36,000 tonnes~-(NA) 
Metallurgical Industries (Non-Ferrous) 

M/s Alcobex Metals Private Ltd., 24, Heav;^ IhdI. Area, 
Jodhpur (Rajasthan) (Jodhpur-Rajasihan)—-Non-ferrous extru¬ 
sions 500 tonnes (Addl.) 2,000 tonnes (After expn.) Copper and 
copper base alloy pipes and tubes 1200 tonnes—•(NA/SE) 
Electrical Equipment 

M/s J & K State Industrial Development Corporation Ltd., 
Haft Chinar, (Srinagar-JAK) (Srinagar-J&K)—HF/VHF 
Transrcc ivers 4800 Nos ia sets—(SE) 

M/s Westinghouse Sixby Farmer Ltd., 17, Convent Road, 
Entally, C tlcutia-700014 (Calcutta-West Bengal) Central Despa- 
tchcr System and its sub-system 100 Nos-(N\) 

M/s Webel Toolsind Ltd.. 225E, Acharya J.C. Bose Road 
(5th Floor), Calcutta-20 (Calcutta-West-Bengal)--Portable 
Electric Hand Tools 20,000 Nos (NU) 

^ Telecommunications 

M/s Indian Telephone Industries Limited, Dooravaninagar, 
Bangalore-560016 (Bangalore-Karnataka) — Microwave Radio 


equipment (RFB-KMS) 2,000 Nos (existing) 9,000 Nos (after 
expansion), Coaxial line equipment (RKMS) 1,650 Nos (existing) 

2 000 Nos (after expansion). Multiplexing equipment: (a) Bays 

1.200 Nos (existing) 1,2()0 Nos (after expansin) (b) Groups 

2.200 Nos (existing) 3,000 Nos (after expansion). Interstices 
carrier cable line equipment: (a) Bays 100 Nos (existing) (b) 
Groups 250 Nos (after expansion), VFT equipment (channels) 
3,000 Nos (existing) 3,000 Nos (afic expansion). Defence 
equipment: (a) FDM Boxes Rs 250 lakhs (existing) Rs 250 
lakhs (after expn) (b) ADM (channels) Nil (existing) 4,000 
Nos (after expn). PLCC equipment (terminals) Nil (exist¬ 
ing) 50 Nos (after expansion), Tclcmetcry equipment/Supervi- 
sory Remote control equipment (systems) Nil (existing) 50 Nos 
(after expansion), Road Traffic Signalling equipment Nil 
(existing) Rs 10 lakhs (after expansion). Field Telephones 7,000 
Nos (existing) 10,000 Nos (after expansion). Loading coils and 
unicoils 2.00,000 Nos (existing) 2,00,000 Nos (after expansion). 
Transformers 1,500 Nos (existing) 1,500 Nos (after expansion), 
Special purpose Test Sc Measuring Instruments, for P& T: (a) 
Level meter Wide Band 50 Nos (existing) 50 Nos (after expan¬ 
sion), (b) Channel Selective Level Meter 700 KHZ 200 Nos 
(existing) 200 Nos (after expansion!, (c) DB Meter 35 KHZ 500 
Nos (existing) 500 Nos (after expansion), (d) Level Meter 150 
KHZ 134 Nos (existing) 200 Nos (after expansion), (e) Naval 
Telephone 90 Nos (existing) 200 Nos (after expansion), (f) 
Special Purpose Misc instruments for P&T Rs 50 lakhs (existing) 
Rs 50 lakhs (after expansion)—(SE) 

Transportation 

Mr B. R. Taneja, 32/11, East Patel Na rar, New Delhi 
(Ahmednagar-Maharashtra) — Commercial Vehicle Rear Axle 
Casings—12,500 tonnes, Axle Casings for Defence Vehicles 
including Tanks—1,000 tonnes. Hydraulic Cylinders and pit 
prop hollows—1,500 tonnes. Total capacity 15,000 tonnes— 
(NU) 

Earthmoving Machinery 

M/s Jessop Sc Co Ltd, PO Box 108, 63, Nctaji Subhash Rd, 
Calcutta-1 (24-Parganas-West Bengal)—Side Dump Loaders for 
underground operation in mines—50 Nos—(NA) 

M/s RMT Drill Pvt Ltd, Pollachi Road, Malumachampatti 
(PO), Coimbatorc-641021 (Coimbatore-Tamil Nadu)—Load-haul 
Dumps—25 Nos — (NA) 

Scientific Instruments 

M/s Scielabo Sales Corporation, Harilela House, 36 Mint 
Road, Bombay-400001 (Nasik-Maharashtra)--Automatic High 
Precision Balances—1000 Nos—(NU) 

Chemicals (Other than Fertilisers) 

M/s Bihar Acetylene Co, B/7, Indl Site No. 4, Sahibabad, 
Ghaziabad (UP) (Palmau-Biharj — Dissolved Acetylene Gas— 
0.20 million cu metres—(NU) 

Mr K. Ramakrishnam Raju, 359-22/85, Adarshnagar, 
Hyderabad-500004 (Kurnool-Andhra Pradesh)-Acetylene Black 
—3,000 tonnes- (NU) 

M/s Oriental Techno Services (Pvt) Ltd, 1st Floor Victoria 
Bldg, Syed Abdulla Breivi Rd, Bombay-400001 (Kulaba- 
Maharashtra)—Quinalphos -100 tonnes --(NA) 

M/s Goyal Gases (P) Ltd, D-271, Vivek Vihar, Delhi ! 10032 
(Guna-Madhya Pradesh)—Oxygen Gas -1.00 MCM, Dissolved 
Acetylene—0.20 MCM, Nitrogen Gas—0.50 MCM-^NU) 

M/s Andhra Pradesh Industrial Development Corporation 
Ltd, B-1-174, Fateh Maidan Rd, PB No 13, Hyderabad-500004 
(AP) Backward Area-AP) — Malathion Technical—600 tonnes 
~(NU) 

M/s Hindustan Photo Films Manufacturing Co Ltd, Indu- 
nagar, Ootacamund-643005 (Ootacamund-Taimi Nadu)-^ilver 
Nitrate (Photographic Grade)—-60 tonnes (Addl) -150 tonnes 
(after expan8ion)-^S£) 
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Dyestnllii 

M/$ Colour-Chem Ltd, Ravindra Annexe, Dinshaw Vachha 
Road, 194 Churchgate Reclamation, Bombay'400020 (Thana- 
Maharashtra)^Disperse Dyes from 109 tonnes to 500 tonnes 
(After expansion)—<SE) 

M/s Sudarshan Chemical Industries Ltd* 162, Wellesley 
Road, Poona-411001 (Kulaba-Maharashtra)—Ortho Phenylene 
Diamine—500 tonnes—(NA) 

Drugs and Pharmaceuticals 

M/s Amar-Dye-Chem Ltd, Rang Udyan, Sitladevi Temple 
Road, Mahim, Bombay-400016 (Bulsar-Gujarat)—Salicylic Acid 
—600 tonnes, Acetyl Salicylic Acid—300 tonnes—(NA) 

M/s IDL Chemicals Ltd Kuhutapa]li,Post Bag No 1, Sanath- 
nagar (IE) PO, Hyderabad (AP), Karnataka) — Motoclopramid 
—^3 tonnes—(NA) 

M/s Alembic Chemical Works Co Ltd, Alembic Road, 
Baroda-390003 (Baroda-Gujarat)—Cephalexin Caps—100 lacs 
capsules, Tricobal-H Capsules—300 lacs capsules. Kinphos Inj 
(Chloroquin Inj) —15400 litres (in vials & Inj), Chlorpropamide 
—30 tonnes. Procaine Hydrochloride—30 tonnes, Analgin Injec¬ 
tions (30 ml vial, 2 ml ampoul/5 ml ampoul) — 15,500 litres— 
(NA) 

Food Processing Industries 

M/s The West Bengal Livestock Processing Development 
Corpn Pvt Ltd, (A Govt of West Bengal Undertaking), 6A, Raja 
Subodh Mullick Square, 8th Floor, Calcutta (Howrah-West 
Bengal)—Processing of animals. Cattle 1,86,000 Nos, Sheep and 
goats 19,37,500 Nos, Pig 62,000 Nos—(NU) 

Rubber Goods 

M/s Kerala State Industrial Development Corporation Ltd, 
Turushotam*, Sasthamangalam, Trivandnim-695010 (Kerala)— 
Textile Cord re-inforced rubber conveyor belting—3,400 tonnes. 
Steel Cord rubber conveyor belting—1,000 tonnes. Transmission 
belting—600 tonnes, Fan and V-belts—400 tonnes, PVC conveyor 
belting—600 tonnes—(NU) 

Leather &, Leather Goods 

Mr S.K. Ajmant, A-223, New Rajinder Nagar, New Delhi- 
110060 (Mohindergarh-Haryana)—Leather auxiliaries and leather 
finishes—1510 tonnes—(NU) 

Ceramics 

M/s Kerala State Industrial Development Corporation Ltd, 
‘Purushotam’ Sasthamangalam, Trivandrum (Quilon-Kerala)— 
High Alumina Products containing more than 60% Alumina 
including slide gate plates—62% A 1203 bricks. Stopper head 
etc—5,000 tonnes. Powder masses including castables, monoli- 
thics, ramming mass, gunning mass, zircon powder, alumina 
cement—3000 tonnes. Foam light weight insulating materia] 
including bricks aggregate—1000 tonnes, Special refractories 
including zircon products such as plates, nozzle, bricks, silicon 
carbide tubes and tiles such as recuperator tubes, kiln furniture, 
nozzles, fused silica product such as submerged nozzles—1000 
tonnes, ZAS products including cornindum blocks, zircon 
alumina silicon bricks, electrofused corrundum powder—2,000 
tonnes—(NU) 

Changes in the Names nf Owners or 
Undertakings 

(Infonnation pertiiios to particahr licences only) 

M/i Bharat Refineries Ltd—to—^M/s Bharat Petroleum Cor¬ 
poration Ltd 

M/s UP State Textiles Corpn Ltd, Kanpur—to—M/s Nagina 
Sahakari Katai Mills Ltd, Nagina, Distt Bijnor 

M/s^UP State Handloom & Powerioom Finance and Deve¬ 
lopment Corporation Ltd, Kanpur—^to—^M/s Kabir Sahakari 
Katai Mills Ltd, Maghar, Dist Basti, UP 

M/s Aminchand Payarelal, Jullundur City—to—M/s Apeejay 
Steel Pvt Ltd 


M/s Bharat Flour & Oil Milb—to—M/s Himalayan RoUar 
Flour Mill Pvt Ltd. 

M/s Vishal Malleables Pvt Ltd—to—M/s Vishal Melleahles 
Ltd 

Licences Revoked or Cencniled 

(Information pertains to particular llcmices only) 

M/s Saraswati Ispat (Bhopal) Ltd, Bhopal—MS Ingots— 
(Revoked) 

M/s Powerpac Industries Pvt Ltd, New Delhi—Storage 
Batteries (Automotive)—(Revoked) 

The Andhra Cement Company Ltd, Madraa-6—Pozzolana 
Cement—(Revoked) 

Mr Guru Dutt, 4/13, West Patel Nagar, New Delhi-8, Coated 
and Calendered Paper— (Revoked) 

M/s Bottle Glass Ltd, New Delhi-5S — Glass Bottels— 
(Revoked) 

M/s Bhavanidas Gangadas & Co, Bombay-3 — DE Nut 
spanners etc—(Revoked) 

Letters of Intent Lopsed or Cencelled 

(Information pertains to particular letters of intent only) 

M/s Madhya Pradesh Electricals Ltd, Bhopal (Madhya 
Pradesh)—Copper and Brass Tubes—(Lapsed) 

M/s Bengal Chemical & Pharmacutical Works Ltd, Calcutta 
(West Bengal)—Synthetic Detergents—(Lapsed) 

M/s National Air Products Ltd, New Delhi-1 (Haryana)— 
Oxygen Gas—(Lapsed) 

Mr I.K. Kejriwal, Calcutta-27 (Bihar)—Asbestos Cement 
Compressed Sheets—(Cancelled) 

M/s India Midget Electrodes Ltd, Gauhati-781021 (Assam)— 
Midget Electrodes—(Lapsed) 

Mr Abhay S. Bharaktiya, Indore-450003 (UP)—Fenitrothion, 
Etbion etc—(Lapsed) 

Mr K.A. Choudhary, Distt Guntur (AP) (Andhra Pradesh) 
—Malathion Technical Pesticide—(Lapsed) 

Mr Anil Kumar, Varanasi (UP) (Uttar Pradesh)—Sulphuric 
Acid—(Lapsed) 

Mr Hari Krishan Gupta, New Delhi-110026 (Haryana)— 
Sulphuric Acid—(Lapsed) 

Mr Vinod D. Vadera, C/o M/s D.M. Industries, Bangalore- 
560006 (Gujarat)—^Paper—(Lapsed) 

M/s Deccan Sales Corporation, Bombay-4000S0 (Maha¬ 
rashtra)—Caustic Soda—(Lapsed) 

M/s Gujarat Agro Chem Industries, Bombay-400010 
(Gujarat)—BHC Technical and Lindane Technical—(Lapsed) 
M/s Cements & Chemicals India Ltd, Ma^as-600o34 
(Maharashtra>^Portlandj;Cement—(Lapsed) 

M/s Jagatjit Industries Ltd, New Delhi-110024 (Andhra 
Pradesh)—Milk Products—(Cancelled) 

M/s Nuchem Plastics Ltd, Faridabad (Haryana) (Tamil Nadu) 
—^Poly Acetyl Resins—(Lapsed) 

M/s Kanoria Chemicals Ltd, Calcutta-700001 (Maharashtra) 
-TDI—(Cancelled) 

MrR.N. Bose, New Delhi-3 (Maharashtra)—Dash Board 
Instruments—(Lapsed) 

Dr C. Venugopai, Madras-1 (Kerala)—Calcium Carbide— 
(Lapsed) 

M/s Meghalaya Industrial Dev Corpn Ltd, Shillong*! 
(Meghalaya)—Calcium Carbide—(Lapsed) 

M/s Bihar State Indl Dev Corpn Ltd, Pattta-800001 (Bihar) 
—Glass Bottles—(Lapsed) 

M/s Haryana) Chemical A Allied Industries, New Dettii 
(Haryana)—Sulphuric Acid—(Cancelled) 

M/s Vasant Industrial Engineering Works, ! Bombay-lS 
(Mahuashtra)—Yam Mercerising Macldnes and Yam Nentralis- 
ing Machines—(Lapsed) 
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COMPANY MEETINGS 


The Delhi Cloth b General 
Mills Co., Ltd. 


speech deliyered hy Dr. Bharat Ram, Chairman, Board of Directors, 
at the 89th Annual General Meeting of the Company, held on the 
28th December, 1977, at Delhi. 


Ladies and Gentlemen, 

I have great pleasure in wel¬ 
coming you to the 89th Annu¬ 
al General Meeting of your 
Company and wishing you all 
a very happy new year. 

The directors’ report and 
the audited accounts for the 



Or Bharat Ram 
year ended 30th June, 1977 
have already been circulated. 
The directors have recommen¬ 
ded an increased dividend of 
10% on equity shares. The 
shareholders will also get the 
benefit of tax exempted divi¬ 
dend to the extent of 44% 
under Section 80K of the 
Income-tax Act, 1961. 

I am sure the ihareholden 
wjy be hapi^ai Bie turahs 

BAfnuM idoNoiaif 


which are considerably better 
than the last year. The results 
would have been even better but 
for the depressed conditions of 
the textile units. In spite of 
various appeals to the govern¬ 
ment, it has not taken measures 
to improve the health of the tex¬ 
tile industry. Qne hopes that 
the government will realise the 
importance of the textile indus¬ 
try in the total economy of the 
country and take steps to im¬ 
prove the viability of this im¬ 
portant industry. In this res¬ 
pect, there is a ray of hope in 
the Industrial Policy Statement 
made by the Minister of Indus¬ 
tries, where he has mentioned 
that he would like to see that 
where there are price controls, 
the prices are reasonably remu¬ 
nerative. As yop all know, the 
control of doth prices has 
caused a great harm to the tex¬ 
tile industry. Every effort is 
being made to improve the 
profitability of textile units. 

In other industries, we have 
done reasonably well. The new 
Foundry has started commer¬ 
cial production. The product 
has been well received and 1 
hope in times to come, this 
industry will contribute its 
share to the growth of your 
Company. 

We have bad a diange of 


government in this year and one 
hopes that this government’s 
policies will lead to more em¬ 
ployment, better demand, 
better distribution of opportu¬ 
nities, leading to a faster 
growth and prosperity. It is 
not that everything was wrong 
with the policies followed upto 
now, but with the changing 
times, requirements of a large 
population living in an extre¬ 
mely poor condition, changes 
must inevitably be made. 

The Industries Minister has 
recently announced the Gove¬ 
rnment’s new Industrial Policy. 
No one can argue with the 
otgectives of the Policy. A 
large industry, a medium size 
industry, a small scale industry 
and a cottage industry all have 
a role to play. All these vari¬ 
ous sectors are somewhat inter¬ 
dependent. One, therefore, 
has to be very careful that no 
sector fails otherwise shortages 
would continue. One must also 
make sure that quality does 
not sufBn particularly where 
either a medium scale or a small 
scale industry works as an 
andlliaiy to other industries or 
where there is danger to health 
bectuise of inadequate quality 
control. The other important 
aspect which will need the 
government’s attention is that 


if tlw small scale an^ cottage 
industries have to succeed pro¬ 
per marketing has to be otga- 
m’sed. The poor rate of growth 
in the past has been, in my 
opinion, not so much' because 
of wrong policies in planning 
but very largely the failure has 
been in implementation and if 
the present policy fails, I am 
afraid, it would again be be¬ 
cause of failure in implementa¬ 
tion. It requires detailed ad¬ 
ministrative planning and 
proper organisation for its 
success. 

In the past many of the rules 
and regulations and controls 
have been because of shortages 
in foreign exchange. Today 
when there is no shortage in 
foreign exchange, one was hop¬ 
ing that there would be lesser 
regulations and controls. 
This is not indicated in the new 
Policy. 

The stagnation in the eco¬ 
nomy in the past two years has 
been very large because upto 
now there has been an effort at 
containing demand. In my 
opinion, the demand needs to 
be stimulated in order that 
there is more production and 
more employment. It is dis¬ 
turbing to note that the govern¬ 
ment is thinking in terms of 
not financing large industries 
through financial institutions. 
This would be an extremely 
retrograde step. As it is there 
has been very little saving and 
investment in the past few 
years. The financing of large 
scale sector does not have to be 
at the cost of other sectors, 
but at the same time it would 
certainly hurt the economy if 
the large scale sector is not 
able to expand because of 
shortage of resources. Invest¬ 
ment will only come if the 
condition of the industry is 
healthy, but today barring a 
few industries, the rest of the 
industries are not doing well. I 
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would, therefore, suggest that 
wherever possible excise duties 
must be r^uced so that goods 
can be available to the con¬ 
sumers cheaper and the indus¬ 
try is able to increase its pro¬ 
duction. Also, I believe, com¬ 
pany taxation has to be reduc¬ 
ed considerably. While some 
people may not agree, 1 am of 
the opinion that taxation is 
inflationary because in order 
to give a certain return to the 
shareholders, the company has 
to make an appropriate profit 
after taxation. Higher taxation 
means higher prices. This is 
certainly the experience of 
many countries. In this pro¬ 
cess, in the short run it is pos¬ 
sible that there would be cer¬ 
tain amount of deficit financing 
but in the long run the govern¬ 
ment would not lose revenues 
because of increased economic 


activities as well as epntain- 
ment of price level leaiSog to 
stabilisation of dearness allow¬ 
ance etc. Economic compul¬ 
sion will not make any conces¬ 
sion to Ideological postures and 
if we fail in adopting ptactical 
policies, we will continue to 
have slow progress. 

However, apart from the 
growth of industry, our total 
economy is still and will in the 
foreseeable future depend on 
growth of agriculture. Most 
of the industries themselves, by 
and large, are dependent on 
the health of agriculture. I 
know that the government is 
also laying great stress on the 
development of agriculture. In 
this field apart from the ade¬ 
quate supply and production 
of fertilisers, pesticides, trac¬ 
tors, implements and good 
seeds, the most important in¬ 


put would be water and power 
and this must receive top prio¬ 
rity. Agricultural growth also 
leads to the development of 
small and cottage industries. If 
we were to look at Punjab and 
compare it with Bihar, we 
would find that while in spite 
of the fact that Bihar has a 
large number of large indust¬ 
ries because of lack of agricul¬ 
tural development, small and 
medium size industries have not 
developed there. In Punjab, 
where there is immense agri¬ 
cultural development, it has 
become a home of small scale 
and cottage industries. 

It is unfortunate that there 
are ominous signs of industrial 
unrest in the country which 
could nullify all the efforts of 
the government and industry. 
1 hope that the government 
will soon be able to tackle this 


problem to tbe satisfaction of 
all concerned. 

To sum up, 1 would say that 
the present government must 
strengthen its administration 
and organisational machinery 
if it has to succeed in impl^ 
menting its objectives and poU- 
cies with which there can hardly 
be a difference of opinion. In 
the gigantic task which lies 
ahead, we must start with 
confidence. 

In the end, I would like to 
thank all our workers and staff 
for the contribution they have 
made to the successful opera¬ 
tion of the company during the 
year. 

Note '.’--Thisdoes not purport 
to be record of the 
proceedings of the 
Annual General Meet¬ 
ing. 


ANOTHER MILESTONE BY ‘ISARC’ IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 

A WROUGHT PROOUCTS: 

• Resistance Welding Electrodes & Dlscs-Rolled, heat-treated upto 650 mm in 
dia and 50 mm in thickness 

• Resistance Welding TIPS and apeciai size components forged, heat-treated 
and machined 

• RODS upto 65 mm in dia, roiled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 
Please send your enquiries to : 


THE INDIAN SMELTING t 

REFINING CO. LTO. 

1 

(Non-Ferrout Dlvltion) 

Cable 1 LUCKY, Bhandup, 

Bombay. 


Phone t 584381 

L.B. Shastri Marg, Bhandup, B<Mnbay-400 078 

Telex 1 ISARC 011-2384 
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Consolidated Coffee Limited 

Speech of Mr M. A« Sreenivamo, Chairmaii) at the 34th Aimaal 
C^neral Meeting of the Company^ held on Friday, 16th December, 


1977, at Poilibetta# 


Gentlemen, 

It was a memorable year in 
India*8 history. It witnessed 
the nation*8 victory in its 
second straggle for freedom, 
^victory won, not by battles but 
'^by ballots, climaxed by the 
dramatic and decisive ballots 
of Rae Bareilly and Amethi. 
It saw the dawn, after a dark 
and seemingly interminable 
night of tyranny and terror, of 
corruption and extortion, a 
long night in which people 
lived in constant dread of 
being rudely awakened and 
dragged off to jail in the name 
of MISA. To us, lovers of 
coffee it was particularly hurt¬ 
ful to find another new fangled 
^ weapon added to the armour 
of despotism and called 
Cofeposa. 

The nation owes a deep debt 
of gratitude to the brave 
leaders, many of whom were 
locked up in prison cells 
regardless of their age, infirmity 
or their national stature, for 
the sacrifices they made, the 
heroic part they played in 
ending despotism and restoring 
democracy and the rule of 
^law^ 

Happily, we now have 
among the leaders at the 
nation's helm, seasoned 
veterans with decades of ex- 
Miience in government, known 
for their high ideals and 
integrity. In their statements 
and assurances they have 
shown not only their zeal for 
justice and fairplay but also 
their readiness to think afresh, 
to be willing to reform and 
innovate and to welcome sug- 
^^estions and criticisms. This 
IS indeed an encouraging 
• sign. 

In his speech at the. recent 
conference of the United 
Pitiit«»*s Aisodatibn of 


South India, Mr Ashok Mehta 
referred to the lack of mean¬ 
ingful dialogne between the 
Government and the people. 
Very often, he said, it had 
been a dialogue with the 
deaf”. Our own experience 
over the years has been what 
I described some years ago as 
sermons on one side and 
soliloquies on the other. As 
there is now reason to hope 
that our representations may 
not continue to fall on deaf 
ears, I propose, if you will 
forgive repetition of what 1 
have been saying all these 
years, to recapitulate a few 
important matters that call 
for a fresh attitude and under¬ 
standing. 

Coffee Planters have many a 
conference every year. The 
biggest and most prestigious 
of them is the annual confer¬ 
ence of the United Planters’ 
Association of South India 
known as UPASI, which is 
accorded the honour of being 
presided over, usually by 
Cabinet Ministers of the Cen¬ 
tral Government. Our present 
Prime Minister Shri Morarji 
Desai thus honoured the Con¬ 
ference in 1970. The State 
Planters’ Associations are 
likewise presided over by 
Governors, Chief Ministers or 
other Senior Ministers of the 
State. 

There has not been a single 
Conference in which the repre¬ 
sentative of the Government, 
Central and State did not 
warmly applaud the plantation 
industry for its outstanding 
and exemplary agricultural 
performance, for providing 
remunerative employment and 
;lmeni^es to agricultural 
labour and for the substantial 
contributioji it makes to the 
Nation’s foreign exchange 
resootdbs, inA assulre the in¬ 


dustry of Government’s gene¬ 
rous help and support. 

It is now fourteen years 
since Sri Nijaiingappa the then 
Chief Minister of Karnataka 
gave encouraging assurance in 
February 1963 that the State 
would bring about a reduction 
of the extraordinary and 
iniquitous taxation of the 
agricultural income of coffee 
planting Companies at 60 per 
cent, in July 1964 Sri Jatti, 
then Finance Minister of the 
State, made a categorical 
statement on the floor of the 
State legislature that steps 
would definitely be taken to 
remedy this iniquity. In 1967 
Sri Nijaiingappa reaifirmed 
that he was convinced of the 
case for relief. His successor 
Sri Veerendra Patii was good 
enough to give similar a.ssur- 
ancesin 1968 and in 1969. 
In 1971 Sri Dharma Vira then 
Governor of Mysore gave assu¬ 
rances of incentives and relief. 
This was repeated by Chief 
Minister Sri Devaraj Urs in 
1973. After all these recognitions 
of the need for relief and incen¬ 
tives and all the repeated assu¬ 
rances by the topmost autho¬ 
rities of the State it was a cruel 
mockery to find that in 1977 the 
tax, far from being reduced 
was raised from 60 per cent to 
65 per cent. 

By contrast, the maximum 
rate of agricultulral income tax 
in neighbouring Tamil Nadu 
is 35 per cent. Central Income- 
tax is a maximum of 57f per 
cent. But it is subject to cer¬ 
tain well considered deductions 
and allowances that help to 
reduce the incidence. And one 
should not forget the basic 
di&rence between agricultural 
aod nonagricttltural ehterpri- 
W; Plants are living bemgs, 
not machines. They wilt if 
they are whipped; and they 


Cilihot be worked double 
shift. 

Here 1 would like also to 
repeat the plea I made last 
year that plantation Companies 
like ours engaged in agricul¬ 
ture whose shares are not 
owned or dominated by a 
family or group, but are 
widely held by a large number 
of small shareholders, have a 
claim for special consideration 
in the light of the Govern* 
meat’s declared objective of 
helping and protecting the 
interests of the small investor, 
and the small holder. As 1 
then pointed out, seventy live 
per cent of our shareholders 
own less than 500 shares, 
which represent ownership or 
participation in less than a 
hectare of coffee, and an invest¬ 
ment at current market prices 
of less than Rs 13,000. 1 poin¬ 
ted out also how on that one 
hectare of coffee the share¬ 
holder is subjected to tax at 
65 per cent which is eight 
times the rate of tax on an 
owner of ten hectares. 

It is true that taxation of 
agriculture is within the power 
ot the States. All that the 
industry hoped and expected 
is that the power be used less 
harshly, considering that the 
onerousness of the burden has 
repeatedly been recognised and 
reiiet' vouchsafed. 

None will dispute the need 
for decentraiisaiion m the 
governance of our vast sub¬ 
continent. At th<? same time, 
there is obviously a need for 
a measure of moderation and 
uniformity, and a curb on 
runaway taxation of the plan¬ 
tations industry whose perfor¬ 
mance in agriculture has not 
only achieved high interna¬ 
tional ranking but also earned 
foreign exchange for the Cen¬ 
tral exchequer. After fifteen 
years of waiting in vain for 
promised relief, the industry 
may perhaps be forgiven if u 
looks to the Centre to persuade 
the States to scale down the 
tax to not more than 50 per 
cent by jfriendly advice and 
&cal inducements. * 

It is now the policy of the 
Government of India to give 
the highest priority to agricul¬ 
ture and to rural developmesit 
and employment. 

Shri Oman Singh, Home 
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Mioister ia the Union Clabiiitt 
has pointed out thut agriculture 
has not received adequate at¬ 
tention in the past decades and 
that the production of pluses, 
cotton, oil seeds etc., has b^en 
poor. In his recently publish¬ 
ed blueprint he has stated 
land is the limiting factor the 
aim should be to make the 
largest profit per acre. If 
labour limits the business, the 
aim should be the largest pos¬ 
sible profit per unit of labour. 
If the limiting factor is capital, 
the aim should be the greatest 
profit per unit of fixed capital 
investment**. 

Addressing the Coffee Board 
in Bangalore last month Shri 
Mohan Dharia, Commerce 
Minister in the Union Cabinet, 
asked members **to find inno¬ 
vating ways of reflecting new 
policies of the Government 
and operate as an ^ective ins¬ 
trument of socio-economic 
transformation'*. 

These statements are as re¬ 
freshing as they are realistic and 
constructive. They lend power¬ 
ful support to the representa¬ 
tions we have made and poli¬ 
cies we have followed and arc 
eager to pursue in the future. 

Vear afur year, we in the 
plantation industry have been 
praised by Hon’ble Ministers 
for our performance and ex¬ 
horted to give leauership and 
expertise to other fields of agri¬ 
culture. Year after year we 
have expressed our readiness to 
be of Service. 

In his recent speech as Presi¬ 
dent of UPAbI Mr. K.B. 
Somana, our Managing Direc¬ 
tor, observed tliat in our coun¬ 
try we have one of lowest 
yields of agriculture. '*Out of 
97 countries growing ground¬ 
nut**, he said, '‘India ranks 
57th in yield*’. In sugarcane, 
India ranks 42nd out of 91 
countries. Our rank is 71st 
among 110 countries producing 
tobacco. In wheat, India ranks 
50th out of 101 countries, and, 
in rice, 66th out of 90 coun¬ 
tries”. He went on to point 
out that India is the leading 
tea producer, in the world with 
the highest yield per hectare, 
fourth ""0 international ranking 
in the production of coffee, 
and fifth in rubber. *Tlanta- 
tibns**, he pointed out, "have 
acted as the catalysts in rural 


growth m the areas whire they 
are established. Thef could 
be the leaders of a runil resur¬ 
gence**. 

In my addresses to you in 
previous years I have repeated¬ 
ly pleaded that agriculture, 
India’s largest industry, in 
which 70% of our people are 
employed should be recognised 
and treated as an industry, that 
agriculture should not be star¬ 
ve of capital, that the river 
of investment should be allow¬ 
ed to flow freely over land, 
and not blocked or allowed to 
dry up. 1 have often asked why 
our country should rank below 
60th in the world in the pro¬ 
duction of rice and below 40th 
in the production of cotton, 
wliile under the same sky, and 
vagaries of the monsoons, onthc 
same good eunh, with the same 
workers, it ranks first in ihe 
world in lea, and fouiili in 
coffee; and submitted that tlu 
answer is that the cultivation 
of tea and coffee and such 
plantation crops is regarded 
and treated as an industry, free 
to attract investment and tnier- 
priso, and to be run as a great 
industry should be run. 1 have 
dreamt of cotton plantations 
and rice estates. I have pleaded 
that the magic wand, by wav¬ 
ing which coffee and tea and 
rubber and cardamom have 
come under the definition of 
plantation crops should be 
waved to include at least cocoa 
and cotton, to begin with. 

Kerala has already seen the 
wisdom of including cocoa 
under that definition. Our 
company pioneered the cultiva¬ 
tion of cocoa in Karnataka. I 
am confident that if Karnataka 
follows suit, the country can 
soon be self-sufficient in this 
product, which is now being 
imported. 

Karnataka is admirably suit¬ 
ed for the cultivation of cotton. 
1 believe that if cotton is made 
a plantation crop, Karnataka 
cannot only meet all its textile 
requirements but can also have 
a surplus for the neighbouring 
States. 

Thus can plantation compa¬ 
nies like ours be enabled, with 
their skills and resources, to 
respond to the desire of the 
Government and expand agri¬ 
cultural production and emp¬ 
loyment. 


tt would be wron|( to seek 
or expect land that is already 
under occupation and cultiva¬ 
tion, What should hi sought 
and developed is land that is 
unused, unwanted, because it 
is remote or inaccessible, or 
has no irrigation facilities or 
other reason. With the skills 
and resources I have referred 
to, large acreages of such land 
can be made productive by in¬ 
vestment of capital, by explor¬ 
ing and tapping surface as well 
as underground water resources, 
and provide remunerative emp¬ 
loyment and amenities to the 
rural population. 

Turning to the accounts, we 
have had another good year, 
thanks again, to high export 
prices. 

The income of over 6J crorcs 
sets a new record for the Com¬ 
pany, breaking the record 
made in the previous >ear. 
Your Directors are only too 
keenly aware that these records 
have been made despite the 
fact that the crops have shown 
no increase and have tended to 
be stagnant. We realise that 
these abnormally high prices 
cannot last, and that mean¬ 
while, costs keep steadily going 
up. The vulnerability of the 
position is revealed hy the fact 
that if, Heaven forbid, we had 
received the same payment per 
point for the crop of the year 
under review that we were paid 
less than live years ago, (as in 
1971/72, namely Rs. 3.53) 
some of our estates would have 
been in the red, and our income 
from coffee would have been 
disappointing. 

I have often spoken of cli- 


Inalei; 4>£ bow the unfavourabte 
climate iti the aatmodes has 
brou^t 118 good foitune. **It 
is the bright day*’ wrote a 
great poet **that brings forth 
the adder and craves wary 
walking^’. There are two ad¬ 
ders we should be wary of. One 
is complacency^ another is 
extravagance. The management 
is constantly alive to these 
dangers. 

There is good reason to expect 
that crops will no longer be 
stagnant and will show subs¬ 
tantial improvement in the 
coming year and thereafter as 
a result of intensive and exten¬ 
sive replanting undertaken by 
the Company over the last ten 
years or more. 

ft is a welcome indication of 
the fairminded responsiveness 
of the new Government at 
Delhi that the export duty is 
used as a means of sharing a 
windfall and not as a revenue 
demand and the duty was 
promptly reduced from 
Rs. 22,0(K) to Rs. 7,000 per 
tonne. We arc gratel^ul to the 
Government of India for this. 

We have had another year 
of harmonious stalf and labour 
relations. 1 feel sure you will 
join me and the Board in 
thanking Mr. K.B. Somana, 
Managing Director, and his 
Officers for the good work 
done during the year. 

I am grateful to my collea¬ 
gues on the Board for their 
valued advice and guidance. 

This does not purport to be 
a record of the proceedings of 
the Annual General Meeting, 


EASTERN ECONOMIST 

ANNUAL SUBSCRIPTION 


INLAND : Rs. 125 FOREIGN : £ 15.00 or i 30.00 
Airmail & Advertisement Rates on Enquiry 

Reff/etered Offlct: 

UCO Bank Buildino. Post Box 14. 
Parllametit Street, NEW DELMM. 






..■A^TBRNfCONO^ 


48 


lANUAAY 6,,1471 



RECORDS 

New industrial policy 

STATISTICS 


The main thrust of the new Industrial policy announced 
by the government on December 23. will be In the 
direction of an effective promotion of cottage and small 
scale industries, widely dispersed in small towns and 
In rural areas. The government will ensure that whatever 
can be produced by labour Intensive small sector 
be produced so. Further development of large scale 
sector has thus been relegated to a subordinate place. 


The following isthetext of the 
statement on industrial policy 
<laid before the parliament. 

For the past 20 years, govern¬ 
ment policy in the sphere of 
industry has been governed 
by the Industrial Policy Reso¬ 
lution of 1956. While some of 
the elements of that Resolution 
in regard to the desirable pat¬ 
tern of industrial development 
still remain valid, the results 
of actual policies in the indus¬ 
trial field have not been up to 
"the expectations or dedared 
objectives. The growth of per 
capita national income during 
the last 10 years has been 
about 1.5 per cent per annum 
and is clearly inadequate to 
meet the needs of a develop¬ 
ing economy. Unemployment 
has increased, rural-urban dis¬ 
parities have widened and the 
rate of real investment has 
stagnated. 

Slow Growth 

The growth of indus¬ 
trial output in the last decade 


concentrations has been very 
slow. 

The new Industrial Policy 
must therefore be directed 
towards removing the distor¬ 
tions of the past so that the 
genuine aspirations of the peo¬ 
ple can be met within a time- 
bound programme of econo¬ 
mic development. 

Close Interaction 

The close interaction between 
the agricultural and industrial 
sectors of our economy can¬ 
not be overemphasised. Much 
of our industrial production is 
based on agricultural raw mate¬ 
rials. Similarly in order to in¬ 
crease our agricultural produc¬ 
tivity by adaptation of modern 
technology and agronomic 
practices to our own condi¬ 
tions, important inputs have to 
come from our industrial sec¬ 
tor. Highest priority must be 
accorded to generation and 
transmission of power. Our re¬ 
cent oq^ence demonstrates 
that lack of adequate power 


a wide range of industrial pro¬ 
ducts are essential for increas¬ 
ing the level of our agricultural 
production. The prosperity and 
the distribution of income aris¬ 
ing &om a broad-based growth 
of agriculture and related ac¬ 
tivities in the countryside has 
to provide the basic demand 
for a wide range of industries 
producing articles of consump¬ 
tion. It is only by such a pro¬ 
cess of reinforcing interaction 
of the agricultural and indus¬ 
trial sectors that employment 
can be found for the lagre num¬ 
bers of the rural population 
who cannot be absorbed in the 
agricultural sector. 

Today, our assets in terms 
of foodgrain and foreign ex¬ 
change reserves are consider¬ 
able. But much more impor¬ 
tantly, our most valued asset 
is the willing hands of our rural 
manpower and the reservoir of 
highly trained scientists, en¬ 
gineers and technicians who 
today form the third largest 
group of skilled manpower in 
the world. 

Great CSialienges 

Great opportunities and 
great challenges are open to 
us now; but they cannot be 
seized by timid and half¬ 
hearted policies. A new ap- 


policy should and will here¬ 
after place man at the centre 
of planning and implementa¬ 
tion of projects and schemes. 

The emphasis of industrial 
policy so far has been mainly 
on large industries ne^ecting 
cottage industries completely 
and relegating small industries 
to a minor role. It is the firm 
policy of this government to 
change this approach. 

Main Thrust 

The main thrust of the new 
Industrial Policy will be on 
effective promotion of cottage 
and small industries widely dis¬ 
persed in rural areas and small 
towns. It is the policy of the 
government that whatever can 
be produced by small and cot¬ 
tage industries must only be 
so produced. For this purpose, 
an exhaustive analysis of indus¬ 
trial products has been 
made to identify those items 
which are capable of being 
established or expanded in the 
small scale sector. The list of 
industries which would be ex¬ 
clusively reserved for the snudl 
scale sector has been signifi¬ 
cantly expanded and will now 
include more than 500 items as 
compared to about 180 items 
earlier. This list is laid on the 


has been no more than three to 
four per cent per annum on an 
average. The inddence of in¬ 
dustrial sickness has become 
widespread and some of the 
major industries ate the worst 
affected. The pattern of indus¬ 
trial costs and prices has tend¬ 
ed to be distorted; and dis¬ 
persal of industrial activity 
away tsom the larger urban 


availability has become one 
of the most important cons¬ 
traints in the devdo{Hnent of 
agriadture and industry. Simi¬ 
larly, cement and steel requir¬ 
ed to build our irrigation pro¬ 
jects, the implements for plou¬ 
ghing and preparing the land, 
the equipment for processing 
high quality seeds, fertilisers 
and pesticides, oil and power. 


proach is called for in several 
areas of our national life. 
This new approach should re¬ 
flect not only our vast resources 
and special endowments but 
should show particular con¬ 
cern for the utilisation of these 
resources and endowments for 
the amelioration of the living 
conditions of the majority of 
our people. The new industrial 


table of the House. However, 
it must also be ensured that 
production in this sector is 
economic and of acceptable 
quality. The list of industries 
reserved for the smaU scale 
sector has to be continually 
reviewed so that capacity crea¬ 
tion does not lag beind the 
requirements of the economy. 
An annual review of reserved 
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industries witl be undertaken 
in order to ensure that reser¬ 
vation accorded to the small 
scale sector is efficient, and it 
remains so as new pro¬ 
ducts and new processes capa¬ 
ble of being manufactured in 
the small scale are identified. 

Tiny Sector 

While the existing definition 
of small scale industries will 
remain, within the small scale 
sector, special attention will be 
given to units in the tiny sec¬ 
tor namely, those with invest¬ 
ment in machinery and equip¬ 
ment up to R$ one lakh and 
situated in towns with a popu¬ 
lation of less than 50,000 ac¬ 
cording to 1971 census figures 
and villages. Schemes will be 
drawn up for making available 
margin money assistance spe¬ 
cially to tiny units in the small 
scale sector as well as to cot¬ 
tage and household industries. 

Legislation for cottage indus¬ 
tries : While there has been 
reservation for the small scale 
sector, there has been no spe¬ 
cial protection for cottage 
and household industries 
sector. Government will consi¬ 
der introducing special legisla¬ 
tion for protecting the interests 
of cottage and household indus¬ 
tries sector with a view to ensur¬ 
ing that these activities which 
provide self-employment in lagre 
numbers get due recognition 
in our industrial development. 

Promotional measures: In the 
past, there has been a tendency 
to proliferate schemes, agen¬ 
cies and organisations which 
have tended more to confuse the 
average small and rural entre¬ 
preneur than to encourage 
and help him. The focal point 
of development for small scale 
and cottage industries will be 
taken away from the big cities 
and state capitals to the dis¬ 
trict headquarters. In each dis¬ 
trict, there will be one agency 


to deal with all requirements 
of small and village industries. 
This will be called the District 
Industries Centre. Under the 
single roof of the District In¬ 
dustries Centre, all the services 
and support inquired by small 
and village entrepreneurs will 
be provided. These will include 
economic investigation of the 
district’s raw material and other 
resources, supply of machinery 
and equipment, provision of 
raw materials, arrangements 
for credit facilities, an effective 
set up for marketing and a cell 
for quality control, research 
and extension. 

District Centres 

The Centre will have a 
separate wing for looking 
after the special needs of 
cottage and household indus¬ 
tries as distinct from small 
industries. The Centre will est¬ 
ablish close linkages with the 
development blocks on the 
one hand and with specialised 
institutions like Small Indus¬ 
tries Service Institutes on the 
other. It is the intention of the 
government to extend this im¬ 
portant organisational pattern 
to all the districts in the course 
of the next four years. Suitable 
financial and organisational 
support will be provided to the 
state governments to achieve 
this objective. The financial as¬ 
sistance given to small and 
cottage industries under the 
Rural Industries Programme 
will also be extended to all the 
districts in the country within 
the next four years. 

In order to provide effective 
financial support for promotion 
of small village and cottage 
industries, the Industrial Deve¬ 
lopment Bank of India has 
taken steps to set up a separate 
wing to deal exclusively with 
the credit requirements of this 
sector. It will coordinate, guide 
and monitor the entire range 
of credit facilities offered by 


other institutions for the small 
and cottage sector, for whom 
separate wings will be set up 
in these institutions, particular¬ 
ly nationalised b^nks. Banks 
will also be expected to ear¬ 
mark a specified proportion of 
their total advances for pro¬ 
motion of small, village and 
cottage industries. It is the 
policy of government to seethat 
no worthwhile scheme of small 
or village industry is given up 
for want of credit. 

The growth of the small scale 
and cottage industries sectors 
has been tardy mainly for want 
of satisfactory marketing arran¬ 
gements for their products. 
The marketing of goods of 
these sectors with its con¬ 
comitant of product standardi¬ 
sation, quality control, market¬ 
ing surveys will therefore need 
special attention. The govern¬ 
ment will provide the maxi¬ 
mum support for these activi¬ 
ties on a priority basis. Measur¬ 
es such as purchase preference 
and reservation for exclusive 
purchase by government 
departments and public sector 
undertakings will also be used 
to support the marketing of 
these products. 

Revampiiig the Role 

Khadi and Village Industries 
Commission : At present, 22 
village industries are within 
the purview of the Khadi and 
Village Industries Commis¬ 
sion. The promotional work in 
this area has, however, been 
haphazard and progress has 
been slow. The Khadi and 
Village Industries Commission 
will work out detailed plans 
for development of these village 
industries by adopting modern 
management techniques. Espe¬ 
cially for the production of 
footwear and soaps, special 
programmes would be drawn 
up to increase progressively 
their share in the total produc¬ 
tion of these items in the coun¬ 


try. The list of items currently 
under the purview of the Com¬ 
mission will be considerably 
expanded, and the state and 
nation^ level organisational 
structure of the Commission 
will be revamped so that it 
can more effectively fulfil the 
role assigned to it. 

New Khadi 

In the programme for deve¬ 
lopment of village industries, 
the promotion of khadi has a 
special place. A breakthrough 
in the field of khadi is in sight 
with prospects of spinning and 
weaving polyester fibre along 
with cotton fibre. The preli¬ 
minary work done so far holds 
out the hope of developing a 
large market of polyester khadi 
and improving the productivity 
and earnings of khadi spinners 
and weavers. The Khadi and 
Village Industries Act is being 
amended to permit the imple¬ 
mentation of a large scale pro¬ 
gramme in “Nai Khadi”. The 
government is committed to 
providing maximum financial 
and marketing support that is 
needed for promotion of the 
khadi programme. 

Along with khadi, the cloth¬ 
ing needs of the masses can 
be progressively met through 
development of the handloom 
sector, which provides employ¬ 
ment to the bulk of people 
engaged in the production of 
textiles. Government will not 
permit any expansion in the 
weaving capacity in the orga¬ 
nised mill and powerloom sec¬ 
tor. In order to provide ade¬ 
quate supply of yarn for the 
handloom sector, the govern¬ 
ment will ensure that the hand¬ 
loom sector has priority in the 
allocation of yarn spun in the 
organised sector. In case there 
is any shortage, government 
will ensure that steps are taken 
to increase spinning capacity. 
Further, in order to provide a 
ready market for handloom 
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prod^t&, it will be ensured tlnd 
the organised mill sector does 
not pirovide unfair competition 
to the handloom sector. Cer¬ 
tain items of textiles are al¬ 
ready reserved for production 
in the handloom sector. How¬ 
ever, such reservation has not 
been very cflfective, the govern¬ 
ment will enforce the existing 
reservation and further extend 
it to other items. 

Approiprate Technology : The 
development and application 
of technology appropriate 
to oiiF socio-economic condi¬ 
tions has so far not received 
adequate attention. It will 
* henceforth be an integral part 
of policy and government will 
ensure that this important area 
gets adequate attention. Spe¬ 
cial arrangements will be made 
to ensure an effective and co¬ 
ordinated approach for the 
development and widespread 
application of suitable small 
and simple machines and devic¬ 
es for improving the produc¬ 
tivity and earning capacity of 
^ workers in small and village 
industries. U will further be 
government’s endeavour to 
fully integrate such apropriate 
techniques of production with 
the broader programme of all¬ 
round rural development. 

Large-scale Units 

In addition to small and vil¬ 
lage industries, there is also a 
^ clear role for large scale indus¬ 
try in India. However, the 
government will not favour 
large scale industry merely for 
demonstration of sophisticated 
skills or as monuments of 
irrelevant foreign technology. 
The role of large scale indus¬ 
try will be related to the pro¬ 
gramme for meeting the basic 
minimum needs of the popula¬ 
tion through wider dispersal of 
small scale and village indus- 
^tries and strengthening of the 
agricultural sector. In general, 
areas for large scale industry 


will be : (a) basic indbatries 
which are essential for provid¬ 
ing infrastructure as well as 
for development of small and 
village industries, such as steel, 
non-ferrous metals, cement, and 
oil refineries; (b) capital goods 
industries for meeting the ma¬ 
chinery requirement of basic 
industries as well as small scale 
industries; (c) high technology 
industries which require large 
scale production, and which are 
related to agricultural and 
small scale industrial develop¬ 
ment such as fertilisers, pesti¬ 
cides, and petrochemicals etc; 
and (d) other industries, which 
are outside the list of reserved 
items for the smalt scale sector, 
and which are considered essen¬ 
tial for the development of the 
economy such as machine tools, 
organic and inorganic chemi¬ 
cals. 

Restraining Growth 

Large houses : Past expe¬ 
rience shows thud, government 
policies have not succeeded in 
restraining the disproportionate 
growth of large houses. While 
a certain measure of growth of 
existing enterprises is inevitable 
and also necessary for conti¬ 
nued health of these enter¬ 
prises, the growth of large 
houses has been dispropor¬ 
tionate to the size of their 
internally generated resources 
and has been largely based on 
borrowed funds from public 
financial institutions and banks. 
This process must be revers¬ 
ed. 

In future expansion of large 
houses will be guided by the 
following principles: 

(a) The expansion of exist¬ 
ing undertakings and establish¬ 
ments of new undertakings will 
continue to be subject to the 
provisions of the Monopolies 
and Restrictive Trade Practices 
Act. The provisions of this 
Act iimluding those relating to 


domiiwnt undertaking would 
be effectively implemented; 

(b) Except in the case of 
industries eligible for automa¬ 
tic growth of capacity, the 
expansion of existing under¬ 
takings into new lines and esta¬ 
blishment of new undertakings 
by large houses will require 
specific approval of govern¬ 
ment. 

Resource Geueration 

(c) Large houses will have to 
rely on their own internally 
generated resources for financ¬ 
ing new or expansion projects. 
While an appropriate, debt- 
equity ratio will be permitted 
in the case of industries like 
fertilisers, paper, cement, ship¬ 
ping, petrochemicals, etc. 
which arc relatively more 
capital intensive in nature, the 
debt-equity ratio in the case of 
other less capital-intensive or 
less sophisticated industries 
will be so fixed as to reflect 
the greater use of their own 
internally generated resources 
by the large houses. 

In its licencing policy, 
government will regulate the 
activities of the large houses 
to bring them in line with the 
country’s socio-economic goals. 
Where large scale units, whether 
belonging to large houses or 
not, arc already engaged in the 
manufacture of items since 
reserved for the small scale 
sector, there will be no expan¬ 
sion in their capacity. On the 
other hand, the share of these 
units in the total capacity for 
these items will be steadily 
reduced and that of small scale 
and cottage sector increase. 
In licensing other activities of 
large scale industry, particular¬ 
ly of units belonging to large 
houses, government would 
pay due regard to the existing 
share of these units in the 
total domestic production of 
these items. It will be the policy 


of government to ensure that 
no unit or business group ac¬ 
quires a dominant or mono¬ 
polistic position in the market. 
The present industrial activi¬ 
ties of the large houses will 
be scrutinised so that unfair 
practices arising out of manu¬ 
facturing intcF-linkagcs are 
avoided. 

In order to ensure social 
accountability, the financial 
imlitutions whose support is 
vital for setting up and running 
of large scale enterprises will 
be expected to assume a more 
active role in overseeing the 
activities of undertakings 
financed by them in order to 
ensure that management is 
increasingly professionalised 
and conforms to national prio¬ 
rities. 

Public Sector 

The public sector in India 
has today come of age. Apart 
from socialising the means of 
production in strategic areas, 
public sector provides a coun¬ 
tervailing power to the growth 
of large houses and large enter¬ 
prises in the private sector. 
There will be an expanding 
role for the public sector in 
several fields. Not only will it 
be the producer of important 
and strategic goods of basic 
nature, but it will also be used 
effectively as a stabilising force 
for maintaining essential sup¬ 
plies for the consumer. The 
public sector will be charged 
with the responsibility of en¬ 
couraging the development of 
a wide range of ancillary in¬ 
dustries, and contribute to the 
growth of decentralised pro¬ 
duction by making available 
its expertise in technology and 
management to small scale and 
cottage industry sectors. It 
will also be the endeavour of 
government to operate public 
sector enterprises on profitable 
and efficient lines in order to 
ensure that investment in these 
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industries pays an adequate 
return to society. The govern¬ 
ment attaches high priority to 
the building up of a profes¬ 
sional cadre of managers in the 
public sector, who would be 
given the necessary autonomy 
and entrusted with the task 
of providing dynamic and effi¬ 
cient management to such 
enterprises. 

Indigenous and foreign tech* 
nology : The country has a 
well-developed infrastructure of 
scientific establishments. Fu¬ 
ture development of indus¬ 
tries in India must be based on 
indigenous technology as far 
as possible. Full scope will be 
given to the development of 
indigenous technology. It is 
also essential that develop¬ 
ment of indigenous technology 
is responsive to the objective 
of efficient production by in¬ 
creasing quantities of goods 
that society urgently needs. 
Science and technology must 
contribute to the improve¬ 
ment in the living standards and 
the quality of life of the large 
mass of our people. 

Outright Purchase 

In order to promote techno¬ 
logical self-reliance, the govern¬ 
ment recognises the necessity 
for continued inflow of tech¬ 
nology in sophisticated and 
high priority areas where 
Indian skills and technology are 
not adequately developed. In 
such areas, the government’s 
preference would be for out¬ 
right purchase of the best 
available technology and then 
adapting such technology to 
the country’s needs. Indian 
firms which are permitted to 
import foreign technology 
would be required in appro¬ 
priate cases to set up ade¬ 
quate research and develop¬ 
ment facilities so that imported 
technology is properly adapted 
and assimilated. The govern¬ 
ment vvill also se^up a national 


registry of foroign ooQibcMPa- : 
tion in the Secretariat ^ the 
Foreign Investment Boird so 
that there is continuous moni¬ 
toring of these efforts. 

Foreign Investment 

The government would also 
like to clarify its policy regard 
ing participation of foreign in¬ 
vestment and foreign companies 
in India’s industrial develop¬ 
ment. So far as existing foreign 
companies are concerned, the 
provisions of the Foreign Ex¬ 
change Regulation Act would 
be strictly enforced. After 
the process of dilution under 
this Act has been completed, 
companies with direct non¬ 
resident investment not ex¬ 
ceeding 40 per cent will be 
treated on par with Indian 
companies, except in cases 
specifically notified, and their 
future expansion will be guided 
by the same principles as those 
applicable to Indian compa¬ 
nies. 

Foreign investment and 
acquisition of technology neces¬ 
sary for India’s industrial 
development would be allow¬ 
ed only on such terms as are 
determined by the government 
of India to be in the national 
interest. In areas where foreign 
technological know-how is 
not needed existing collabora¬ 
tions will not be renewed and 
foreign companies operating in 
such fields will have to modify 
their character and activities in 
conformity with national prio¬ 
rities within the framework of 
the Foreign Exchange Regu- 
lidion Act. To guide entrepre¬ 
neurs, government will issue a 
revised illustrative list of indus¬ 
tries where no foreign collabo¬ 
ration, financial or technical, 
is considered necessary since 
indigenous technology has fully 
developed in this field. 

For all approved foreign in¬ 
vestments, there will be com¬ 


plete fteedom for eemitUme 
of profits, royalties, divide^ids 
as well as rqiatriatioia capi¬ 
tal sttl^ect^ of course, to rules 
and regulations common to all. 
As a rule, majority interest in 
ownership andeffective control 
should be inindianhandst hough 
government may make excep¬ 
tions in highly export-oriented 
and/or sophisticated rechnology 
areas. In 100 per cent ex¬ 
port-oriented cases, govern¬ 
ment may consider even a fully 
owned foreign company. 

Joint Ventures 

A number of joint ventures 
have been set up in many deve¬ 
loping countries by Indian 
entrepreneurs in collaboration 
with local associates. At the 
present stage of the country’s 
industrial development, sute- 
tantial export of capital from 
India will neither be feasible 
nor desirable. The contribu¬ 
tion of the Indian entrepreneur 
to the joint ventures abroad 
shall, therefore, have to be 
mainly in the form of machi¬ 
nery and equipment, structurals 
and also technical know-how 
and management expertise. 
In cases where, in addition, 
some cash investment is found 
necessary, government will be 
willing to consider such invest¬ 
ment up to a maximum limit 
to be prescribed for this pur¬ 
pose. 

Import liberalisation: Self- 
reliance must continue to be a 
paramount objective of coun¬ 
try’s industrial and econo¬ 
mic policy. Recent events in 
the international economy have 
demonstrated that the main 
burden of adjustment to exter¬ 
nal shocks and changing inter¬ 
national environment has to 
be borne by the country itself. 
Our industrial strategy, there¬ 
fore, must respond to the ob¬ 
jective of creating anindustrial 
base which is sufficientlydiver- 
sified and sufficiently strongto 


withstandlhe vggaijes of intcr- 
nfttbiial trade andaidrelgtion- 
ships, Thecreation of a strong 
and diversified industrial eco¬ 
nomy does not mean that the 
country should not or need not 
participate in international 
trade, both as exporter and im¬ 
porter of industrial goods. This 
we must continue to do. Infact, 
the favourable changes that 
have taken place in our foreign 
exchange situation and the pro¬ 
gress that we have made in the 
industrial field should now en¬ 
able us to selectively dispense 
with import quotas and quanti¬ 
tative restrictions, while re¬ 
taining the protection given 
through tariffs. 

Import Controls 

Relaxation of quantita¬ 
tive import controls, must, 
however, be consistent with 
our overall Plan priorities. 
Such relaxation will be in areas 
where existingquantitative res¬ 
trictions are hurting rather 
than helping the future deve¬ 
lopment of high priority indus¬ 
tries, for example by unduly 
delaying the implementation 
of critical projects or where 
indigenous industry is taking 
advantage of such restrictions 
for raising costs and prices 
beyond tolerable limits. Indian 
industry would, of course, be 
given all assistance to improve 
their competitive position and 
their technology. Many Indian 
firms are even today in a posi¬ 
tion to compete successfully in 
international field, and there¬ 
fore nolonger require the pro¬ 
tection through quotas. 

Exports of manufactures : 
Export of manufactures are 
an important and growing seg¬ 
ment of our export trade. The 
government will consider fa¬ 
vourably proposals for export* 
oriented manufacturing capa¬ 
city in fields where such invest¬ 
ment is likely to be inter¬ 
nationally competitive after 
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mall^Agalioiiv’aiice ^orthestrtic- 
twreof indirect taxation in the 
^foem of customs and excise 
duties and other similar levies. 
In the case of wholly export 
based activities, government 
will also be willing to consider 
exemption from customs/excise 
duties oninputs, provided there 
is a substantial net value added 
in the export product and also 
such production is likely to 
generate additional direct and 
indirect employment. 

Compulsory exports : In 
many cases, compulsory export 
obligations bsvebeen imposed 
while approving new industrial 
capacity because of the need to 
ensure that import of raw mate¬ 
rials and capital goods requir¬ 
ed by the project are paid for 
through future exports. Com¬ 
pulsory export obligations, 
merelyfor ensuringthe foreign 
exchange balance of the pro¬ 
ject, would no longer be insist¬ 
ed upon. At the same time, in 
future, an export commitment 
for a limited period of five 
years will not be given the same 
weightage as before for relaxa¬ 
tion of industrial licensing 
policy. 

Compulsory Obligations 

However, in cases where 
a relaxation from indus¬ 
trial policy has been accord- 
^ed specially on considerations 
of export, compulsory export 
obligations would continue to 
be imposed and for sufficiently 
long periods. In the past, while 
export obligations were impos¬ 
ed, equal attention was not paid 
to ensuring that these com¬ 
mitments are actually fulfilled. 
It is intended to strengthen the 
supervision and surveillance 
machinery of the government 
for ensuring and compulsory 
export obligations are adhered 
4 »to in actual practice. 

Location of Industries : The 
government attaches great 
importance to balanced region¬ 


al ' 4^eiofhiiailt oit the antiHe 
country so tlmt disparities in 
levels of development between 
different regions are progressi¬ 
vely reduced. The government 
have noted with cpnpern that 
mo.st of the industrial develop¬ 
ment that has taken place in 
ouF country since Indepen¬ 
dence has been concentrated 
around the metropolitan areas 
and large cities. The result has 
been a rapid deterioration in 
the living conditions especially 
for the working classes in the 
larger cities and attendant pro¬ 
blems of slums and environ¬ 
mental pollution. 

Dispersal of Industry 

The government has deci¬ 
ded that no more licences 
should be issued to new 
industrial units within certain 
limits of large metropolitan 
cities having a population of 
more than one million and 
urban areas with a population 
of more than five lakhs as per 
the 1971 census. State govern¬ 
ments and financial institutions 
will be requested to deny sup¬ 
port to new industries in these 
areas such as those which do 
not require an industrial 
licence. The government of 
India would also consider 
providing assistance to large 
existing industries which want 
to shift from congested metro¬ 
politan cities to approved 
locations in backward arear. 

A sound price policy has to 
aim at a reasonable degtee of 
price stability and a fair parity 
between prices of agricultural 
and industrial products. There 
has been a tendency to regulate 
prices of industrial products 
which are vital to the needs 
of development in a manner 
which made their production 
less attractive than production 
catering to the needs of the 
elite. It will be the |)oIicy of 
government to ensure that in 
cases where there is piice con¬ 


trol, the contsoiibd price will 
include an adequate return to 
the investor. Provided that the 
industry is operating at a fair¬ 
ly high utilisation of capacity 
and is conforming to the tech- 
notogicaily attainable norms, 
it will be permitted to earn a 
sufficient return to provide for 
a reasonable dividend to the 
shareholder and also adequate 
funds to plough-back into 
businessformodernisation and 
growth. By the same token, 
government cannot permit ex¬ 
orbitant profits being made by 
industries which are operating 
well b:low their capacity or 
by units which operate in a 
monopolistic environment. 

Workers^ participation: The 
most important single resource 
of any country is the skill and 
hard work of its people. Wc, 
in India, have an abundant 
supply of labour which is cap¬ 
able of acquiring new skills 
very quickly and also an exist¬ 
ing reservoir of technical and 
managerial personnel. These 
resources can be used effective¬ 
ly only in an environment in 
which the workers and mana¬ 
gers develop a sense of personal 
involvement in the working of 
the enterprise. 

Ao Anachronism 

Family control of busi¬ 
ness particularly in the field 
of large scale industry is 
an anachronism, and it will be 
government’s policy to insist 
on professionalism in manage¬ 
ment. At the same time, ways 
and means have to be found to 
create amongst workers, both 
in public and private sector 
industries, a stake in the effi¬ 
cient working of their units. 

The government are exa¬ 
mining the possibilities of 
encouraging workers’ parti¬ 
cipation in the equity of 
industrial units without, in 
any way, adversely affecting 
their interests. Such equity 


participation togetker with 
an active association of wor¬ 
kers in decision making 
from the shop floor level to 
the board level will provide 
the necessary environment 
for a meaningful participa¬ 
tion by workers in the mana¬ 
gement of industry. 

Disturbing Feature 

Sickness in industry : One 
of the disturbing features of 
the industrial scene in recent 
years has been the growing 
incidence of sickness of both 
large and small units. In 
some cases, such as cotton 
and jute textiles or sugar, a 
high proportion of the units 
in the industry have become 
sick with the result that in 
order to protect employment, 
government has had to take 
over a number of such units. 
While government cannot 
ignore the necessity of pro¬ 
tecting existing employment, 
the cost of maintaining such 
employment has also to be 
taken into account. In many 
cases, very large amounts of 
public funds have been 
pumped into the sick units 
which have been taken over 
but they continue to make los¬ 
ses which have to be financed 
by the public exchequer. This 
process cannot continue in¬ 
definitely. 

In future, the take-over of 
management of units would 
be resorted to selectively and 
only after careful examina¬ 
tion of the steps required to 
revive the units. It would also 
be the policy of the govern¬ 
ment to take quick and effec¬ 
tive steps for rehabilitation 
and reconstruction of the units 
and to ensure professional 
management of sueh units on 
a continuing basis. The cost 
of overcoming sickness in 
industry becomes much more 
manageable if such sickness 
can be diagnosed at an early 
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date. For this purpose, go¬ 
vernment in cooperation with 
the Reserve Bank of India 
have instituted arrangements 
for monitoring incipient sick¬ 
ness in industrial units so that 
corrective action can be ini¬ 
tiated as soon as there is evi¬ 
dence of mismanagement or 
financial and technological 
weakness. The government is 
also considering measures 
whereby managers or owners 
who are responsible for mis¬ 
managing and turning their 
units sick are not permitted to 
play any further paia in the 
management of other units. 

Streamlining Procedures 

Government will continue 
its effort to remove irritants in 
the industrial approval pro¬ 
cedures which come in the way 
of accelerating industrial deve¬ 
lopment. Since costs of delay 
are heavy and our country 
which is seeking to pull itself 
by its bootstraps can ill- 
afford them, swift prog¬ 
ress should be our watchword 
and every effort will be made 
to improve administrative ar¬ 
rangement so us to result not 
only in further speedy and 
orderly approval procedures 
but also in enforcing an ex¬ 
peditious translation of letters 
of intent and industrial licences 
into productive capacity on 
ground. In order to streamline 
and simplify procedures and 
policies relating to industrial 
licensing as well as imports 
and exports, government have 
set up high level committees 
which will submit their report 
shortly. 

Industrial development is a 
complex process requiring the 
effective interaction and co¬ 
operation of all sections of 
society. If the objectives of 
the new Industrial Policy of 
accelerating the pace of 
industrial growth, rapid in¬ 
crease in levels of employ¬ 


ment, productivity and in¬ 
come of industFial workers 
and a wide dispenwl of small 
and village industries have to 
be achieved, the willing co¬ 
operation of industrial wor¬ 
kers, trade unions, managers, 
entrepreneurs, financial insti¬ 
tutions and various govern¬ 
mental authorities responsible 
for implementing schemes of 
assistance will be essential. 
The main brunt of the effort, 
ha?, however, to be borne by 
our industrial workers and 
managers who are second to 
none in their skills and effi¬ 
ciency. The government ear¬ 
nestly appeals to all these 
groups to work together in 
a spirit of dedication to the 
national cause. It is only by 
our own skills and efforts 
that we can hope to solve the 
numerous problems facing 
the country. 

1977 has been a year of 
historical changes and people's 
expectations in the political 
and economic fields arc high. 
It is hoped that the new direc¬ 
tion that is being given to the 
industrial policy of the country 
will help in the creation of a 
just and equitable society in 
which the benefits of indus¬ 
trial development will be shared 
by all the people. 

Reserved Industries 

List of industries reserved for 
exclusive development in the 
small scale sector as on 
December 23, 1977 referred to 
in the statement on Industrial 
Policy are given below : 

1. Absorbent cotton, 2. 
Automobile Radiators (ex¬ 
cept for expansion on merits), 
3. Barbed wire, 4. Beam 
scale. 5. Bichromates (except 
for exports), 6. Bolts, and 
nuts (except high tensile 
and other special types), 

7. Conduit pipes-^metallic, 
* 


t. I>onaatte0leclrlcal4qptp^ 

ens and anecssorica ' 

(i) Cooking ranges npto 4 
hot plates holier plates with/ 
without baking oven/hot case 
upto 4 KW. (ii) Storage Water 
Heaters/Geysers a. up to 100 
litres capacity, b. upto 3 KW. 
(iii) Washing machines with/ 
without; spin driers a. upto 8 
lbs. cap dry (3,63 kg), (iv) 
Hot Plates/Boiler Plates; a. 
upto 3 nos. b. upto 4 KW. (v) 
Bread toasters—ordinary auto/ 
semi-auto, up to cap. 6. slices, 
(vi) Hot cases; upto 4 cubic 
R, (113.2 litres), (vii) Electric 
Irons (Ordinary auto-steam); 
up to 8 lbs. weight, (3.63 kg), 
up to 2 KW, (viii) Hot Air 
Blowers Heat Convertors; 

a. upto fan size lO'' (26 ems) 

b. upto Blower size 8* x 2.5*" 
dia (20 cm X 60 cm). 

(ix) Mixers Grinders with/ 
without acce.ssoFie.s such as 
Meat mincer, all purpose 
Beater, Expresso Coffee maker, 
Centrifugal juicer, citrus fruit 
juice extractor, etc; a. Cap. 
of Jar 1 litre maximum, b. up 
to 500 watts 30 minutes rating, 
(x) Icc Cream Makers; Cap. 

I litre (for use with domestic 
refrigerators), (xi) Room 
Healers; upto 3 KW, (xii) 
Egg Boilers; upto IJ dozen 
eggs, (xiii) Espresso Perco¬ 
lators; (xiv) Water boilers; 
upto 100 litres capacity, (xv) 
Espresso Coffee makers; upto 
1.70 litres capacity, (xvi)Coffee 
percolators; upto 1.70 litres. 

(xvii) Electric Kettles (sauce 
pan/riiig types); upto 1.70 
litres, (xviii) Electric stoves; 
upto 3KW. (xix) Immersion 
Water Heaters; upto 3 KW, 

(xx) Hair Driers; all types, 

(xxi) Food Warmer Trayes; 
upto 500 watts, (xxti) Baking 
Ovens, with/without provision 
for roasting grilling; upto 56.6 
litres & 1 KW, (xxiii) Electric 
Auto Tandoors. 

9. Dyes (i) Azo dyes 


' (directs and acids), (li) Basic 
dyes, 10. Electrical light fittings 
(such as chokes, starters, lefl-^ 
ectoTs, etc.), 11. Expanded 
Meta], 12. Firework, 13. 
Formulated Perfumery com¬ 
pounds, 14. Full PVC Foot¬ 
wear (Chappals, sandals and 
shoes except for export by 
predominantly, export-orient¬ 
ed units), 15. Class Hollo- 
ware by semi-automatic pro¬ 
cess. 

16. Gun Metal Bushes, 17. 
Hand Numbering Machines, 
18. Hurricane Lanterns, 19. 
Hypodermic Needles, 20.' 
Insecticides, Dusters and 
Sprayers (manual), 21. Laun¬ 
dry soap, 22, Leather foot¬ 
wear (except for expansion of 
the existing units and new 
units for export), 23. Machine 
shope vices, 24. Metal clad 
switches (upto 30 amps). 

25. Machine screws (ex¬ 
cept socket head and special 
types), 26. Miniature bulbs 
(except special P&T miners’' 
cap, lamps, electro-medical 
and prefocus automobiles); 

(a) Miniature vacuum bulbs, 

(b) Torch bulbs (c) Radio 
penel bulbs, (d) Cycle dynamo 
bulbs, (c) Decoration bulbs, 

27. Paints and varnishes— 
dry distempers, red lead, red 
oxide, Aluminium paints. 
Bitumen paints to ISl Specifi¬ 
cations, wagon blacks, Gra¬ 
phite paints, all paste paints, 

28. Palm rosa oil. 

29. Paper conversion pro¬ 
ducts (i) Corrugated paper 
and board, (ii) Paper and 
board; Cartons, (iii) Paper 
bags, (iv) Paper envelopes, (v) 
Paper Napkins, (vi) Paper 
cups, (vii) Paper plates, 
(viii) Drinking straws, (ix) 
Paper tubes and cones, (x) 
Corrugated fibre board con¬ 
tainers, (xi) Gum tape, (xii) 
Waxed paper, (xiii) Blue 
print papers—all types, (xiv) 
Teleprinter rolls, (xv) Stencil 
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paper, (^i) Tele tape rolls, 
(xvii) Slitting of paper into 
rolls and sheets, (xviii) Com¬ 
posite containers, (xix) Sani¬ 
tary towels, (xx) Paper twine, 
string and rope, (xxi) Paper 
straps, (xii) Decorative papers, 
(xxiii) Exercise books; file 
covers, registers etc, (xxiv) 
Transfer labels, (xxv) Bitu- 
minised water-proof paper, 
(xxvi) Gummed paper stickers, 
labels, etc., (xxvJi) Treated 
Tracing Paper, (xxviii) Paper 
Cones, (xxix) Carbon Paper. 

30. Pine oil (except for 
composite schemes), 31. 
'■'Plaster boards. 

32. Plastic processed produ¬ 
cts r-(i) Bottles, caps, buttons, 
lamp shade etc. produced by 
the compression moulding 
technique, (ii) Plastic article.s 
manufactured from plastic 
sheets, rods or lubes by the 
fabrication technique exclud¬ 
ing the technique of vaucum 
forming (iii) Polyethelene 
films (films with a thickness 
of less than 0.10 mm) and 
products from the film such 
as coloured printed film and 
bags, (iv) Blow-inouldcd con¬ 
tainers and other similar pro¬ 
ducts manufactured by the 
blow moulding technique 
(except for captive use PVC 
containers and change over by 
existing units manufacturing 
metal containers to plastic 
containers), (v) Spectacle 
frames from sheets by fabrica¬ 
tion technique or by injec¬ 
tion moulding, (vi) Manu¬ 
facture of polyester sheets for 
buttons and the processing of 
the sheets so produced to 
manufacture buttons. 

33. Rivets of all types (in¬ 
cluding bifurcate), 34. Roll¬ 
ing shutters, 35. Roofing, 
flooring and glazed tiles 
(except plastic ceramic tiles of 
dTzes 10 cm X10 cm and above). 
36. Safety matches, 37. Steel 
wool, 38. Student’s Micro¬ 


scopes, 39. Surgical Oloves 
(exi^t plastic), 40. Telescop 
Aerials (for Radio receivers). 
41. Thermometers (upto 
ISO^C). 42. Water meters. 

43. Welded Wire mesh (ex¬ 
cept for expansion of existing 
unit), 44. Wire brushes and 
Fibre brushes, 45. Wire pro¬ 
ducts—all wire products such 
as wire nails, hob nails, panel 
pins, horse shoe nails, 46. 
Wood screws, 47. Hand 
stapling machine, 48. Cycle 
tyres and tubes, 49. Electric 
horns, 50. Hydraulic jacks 
(below 30 tonnes capacity). 

51. Tooth paste, 52. Pres¬ 
sure die castings (up to 4 kg). 
53, Drums and barrels (upto 
60 litres capacity), 54. Tin 
containers—unprinted (other 
thanOTS) cans upto 18 litres 
capacity, 55. Fresh light torch 
cases (Plastic), 56. Truck body 
building (wooden structure), 
57. Battery cell tester, 58. 
Pressure gauge ^ (up to 3.52 
kg sq cm.), 59. Low tension 
insulators. 

60. AAC & ACCR Con¬ 
ductors (up to and including 
19 strands), 61. Electric trans¬ 
mission line hardware (other 
than those manufactured in 
malleable castings), 62. Grease 
nipples and grease guns, 63. 
Exhaust muffiers, 64. Zinc 
oxide, 65. Auto leaf springs, 
66 . Chaff cutter blades, 67. 
PVC & VIR wires of domestic 
type, 68. Weights. 

69. Sodium silicate, 70. Metal 
fittings for garments and 
leather goods, 71. Domestic 
utensils (other than stainless 
steel), 72. Cashew shell oil, 
73. Room coolers (desert 
type). 74. Cotton measuring 
tapes, 75. Rubberised cloth, 

76. Steel measuring tapes, 

77. Household knitting 
machine. 

78. Para-dichlrobenzene balls 

79. Potassium silicate, 80. 
Calcium silicate, 81. Fuel 


tank caps, 82. Fuel lines, 81 
Wiring harness, 84. Tail 
lamp assembly, 85. Side 

lamp assembly, 86. Stop 

lamp assembly, 87, Sport 

lamp assembly, 88. Bulb 

horns. 

89. Scales for buses and 
trucks, 90. Ornamental fittings, 
91. Rearview mirrors, 92. 
Sun shades, 93. Sun vision, 
94. Luggage carrier, 95. Tyre 
inflators (both hand and foot- 
operated). 96. Ash-trays, 97. 
Hub caps, 98. Wind shield 
wipers (arms and blades 

only), 99. Electrical fuses. 
100. Electrical fuse boxes. 

101. Battery cables and 
fittings, 102. Spokes and nip¬ 
ples. 103. Steering wheels, 
104. Horn buttons, 105. Bat¬ 
tery terminal lifters, 106. Con¬ 
densers and resistance testers, 
107. Armature tester, 108. 
Feeler gauges, 109. Fender 
spoons and hammers, 110. 
Flanging tools. 

111. Gear flushers, 112. 
Puller of all types, 113. Spark 
plug tester and cleaners, 114. 
Screw extractors, 115. Toe 
in gauges, 116. Tyre value 
pullout tools, 117. Stud 
removers (extractors), 118. 
Tube cutters 119. Flanging 
tools, 120. Valve lifters. 

121. Valve replacing and 
resetting tools, 122. Camber 
testing equipment, 123. Ring 
expanders, 124. Ring com¬ 
ponents, 125. Agricultural 
implements, (i) Hand-operated 
tools and implements, (ii) Ani¬ 
mal driven implements, 126. 
Diesel engines upto 15 HP 
(slow speed), 127. Chlorinated 
paraffin wax, 128. Bicycle tube 
valves. 

129. Voltage stabilisers, 
130. Drawing and mathe¬ 
matical instruments and 
survey instruments excluding 
the odolite, 131. HD Poly- 
thelene monofilament yarn, 
132. Weighing machines ex¬ 


cept sophisticated items, 133. 
Emergency lamps, 134, Boos¬ 
ters, 135. Asbestos pipes and 
fallings (for household), 136. 
IF Transformers, 137. Air- 
trimmers for professional 
use, 138. Assembly of loud¬ 
speakers. 

139. Hearing aids, 140. 
Electronic flashgun, 141. 
Amplifiers for entertainment 
and public address system, 
142. Transistor headers, 143. 
Low-cost radio receivers 
(below Rs. 200), 144. Di¬ 
methyl sulphate based on 
methyl alcohol, 145. Wire 
gauge and wire netting (thicker 
than 100 mesh size), 146. 
Pyrazolone, 147. Centrifugal 
pumps (up to size 10 cm x 10 
cm) 148. Shoe grindery, 149. 
Washers, 150. Builders hard¬ 
ware, 151. Stranded wire, 
152, File mechanism, 153. 
G.I. Buckets, 154. Pressure 
cookers, 155. Belt lacing, 
156. Belt fastners. 

157. Hand, animal drawn 
carriage fittings, 158. Cutlery, 
159. Gate-hooks, 160. Tin 
cutters, 161. Domestic gas 
appliances such as cooking 
ranges, water heaters, hot 
plates etc. 162. Zip fasteners 
(metallic and non-metallic), 
163. Oil stoves, 164. Sanitary 
fixtures (metallic only). 

165. Umbrella ribs and 
fittings. 166. Snap fasteners, 
167. Safety pins and other 
similar products like paper 
pins, hair pins etc., 168. 
Steel furniture, 169. Contact 
lenses, 170, Reinforced cement 
concrete pipes (up to 100 cm.), 
171. Sanitary napkins. 

172. Duplicating machines 
(other than special type), 173. 
Circlips, 174. Graphite cruci¬ 
bles (up to 300 nos.) and 
Silcon carbide crucibles 
(up to 100 nos.) 175. Carbon 
brushes manufactured from 
carbon black, 176. Wood- 
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wool slabs, 177. Black adhesive 
insulating tape. 

178. Electric motors (up 
to 10 HP (7.5 KW) AC Single 
phase three phase Squirrel 
—Cage induction motors 
excluding the following: (i) 
Flame proof motors, (ii) 
Specially designed motors 
for specific duties, (iii) Vari¬ 
able speed motors such as 
pole-charging motors, (iv) 
Loom/textile motors; and 
(v) Motor for hermetically 
sealed and semi-scaled com¬ 
pressors. (b) FHP motors 
1/8 HP to 1 HP- -AC single 
phase/three phase 103 squirrel 
—Cage induction motors 
excluding the following: (i) 
Motors for hermetically sealed 
and semi-sealed compres¬ 
sors. (ii) Flame-proof motors; 
(iii) Loom/textile motors, 
179. Teachest plywood, 180. 
Camel black (type-retreading 
material). 

Chemicals and Reagent 

181. Ammonium sulphate, 

182. Ammonium fluoride, 

183. Ammonium carbonate, 

184. Antimony potassium 
tartrate, 185. Aluminium 
sulphate, 186. Ammonia solu¬ 
tion, 187. Cadmium acetate, 

188. Cadmium carbonate. 

189. Cadmium chloride, 

190. Calcium chloride, anhy¬ 
drous, 191. Chromic acid, 
192. Cobalt sulphate, 193. 
Cobalt nitrate, 194. Cupric 
nitrate, 195. Cupric sulphate, 
196. Dimethyl sulphate, 197. 
Ferrous sulphate. 

198. Hydrochloric acid, 
199. Lead acetate, 200. Lead 
nitrate, 201. Magnesium trisi¬ 
licate, 202. Nickel carbonate, 
203. Nickel formate, 204. 
Nitric acid, 205. Potassium 
nitrate, 206. Potassium chlo¬ 
ride. 

207. Potassium citrate, 
208. Potassium iodide, 209. 
Potassium sulphate. 210. So¬ 


dium nitrate, ill. Sodium 
oxalate, 212. Sodium sulphate 
Anhydrous, 213. Silica gel, 
214. Silver nitrate, 215. Sul¬ 
phuric Acid. 

216. Ziac oxide, 217. Acetic 
acid glacial, 218. Acetone, 
219. P Aminophenol, 220. 
Isoamyl acetate, 221. Amyl 
alcohol, 222. Benzene, 223. 
Butyl alcohol, 224. Chloro¬ 
form. 

225. Diethyl ether, 226. 
Ethyl alcohol, 227. Ethyl 
acetate, 228. Iso amyl alcohol 
(for milk testing), 229. Iso¬ 
propyl alcohol, 230. Metha¬ 
nol, 231. Petroleum ether 
(different distillation ranges), 
232. Petroleum ether (for 
chromatography), 233. To¬ 
luene 234. Nickel sulphate. 

235. Alum, 236. Nickel 
salts/sulphate, chloride, car¬ 
bonate, formate and electro¬ 
plating salts, 237. Copper 
salts/sulphate, chloride, oxy¬ 
chloride, carbonate and nit¬ 
rate, 238. Aluminium hydro¬ 
oxide gel, 239. Magnesium 
trisilicate,. sulphate, 240. 
Potassium iodide, metabi¬ 
sulphate, 241. Sodium iodide, 
sulphide, chromate, thiocy- 
natc and thio sulphate, 242. 
Precipitated Silica, 243. Sul¬ 
phur Powder (other than 
insoluble) for rubber vulca¬ 
nisation. 

244. Calcium chloride, 245. 
Barium salts/sulphate, chlo¬ 
ride, sulphide, carbonate & 
nitrate, 246. Cadmium salts/ 
oxide, cynide, sulphides, 
nitrate, phosphate and iodide, 
247. Zinc salts/cynide, chlo¬ 
ride, sulphate including micro¬ 
nutrient and nitrate. 

Dyestuffs 

248. Indigo, 249. Naphthols 
(AS, AS-D AS-E, AS-G, 
AS-LC, AS-IRG, AS-BS 
etc.), 250. Phthalocyanines 
(blue and green), 251. Reac¬ 
tive dyes (Cyanutic^Chloiide 


Group), 252. Fast eolotyi 
bases, 253. Optical whiten¬ 
ing agents (for cotton textiles). 

Organic Chanicala 

254. Glycero-phosphates and 
Glycerophosphoric Acid, 255. 
Lanolin Anhydrous, 256. 
Para-amino phenol, 257. 
Paracetamol. 258. Xantltates, 
259. Phthalatcs DPO, DBP, 
DMP, DEP, 260. Citrates and 
Tartrates, 261. Benzyl Chlo¬ 
ride, 262. Benzyl Benzoate. 

263. Dichlorophenol, 264. 
Alkyd Resins, 265. Fumaric 
Acid, 266. Tartaric acid 
(from Maleic anhydride), 
267. Polyester Resins, Paint 
driers (Naphthnates, octates, 
Linoleates, etc., of Lead, 
Cobalt, Manganese, Zinc, 
Calcium etc.) 

269. All Natural Essential 
Oils including Eucalyptus oil. 

Plastic Products 

270. Plastic Rain coats and 
similar other thermo-welded 
products, 271. Polypropylene 
tubular films except biaxially 
oriented, 272. Fibre-glass 
reinforced plastic products, 

273. Hessian and paper to 
polyethylene laminations 
(straight and sandwiched), 

274. Industrial items from 
Engineering plastics, 275. 
Tooth brush, 276. Fountain 
pens, ball point pens and 
their components (except 
metallic tips), 277. Plastic 
collapsible tubes. 

278. Plastic combs, 279. 
PVC pipes and fittings in¬ 
cluding conduits (upto 100 
mm dia), 280. Acrylic sheets, 
281. PVC compounds, 282. 
Polypropylene box strapp¬ 
ings, 283. Polyethylene and 
PVC flexible noses, 284. 
Monofilaments from poly¬ 
propylene, 285. Polyurathenc 
foam and its products, 286. 
Polystyrene foam and its 
products, 287. Compression 


moulded products from UF 
and PF powders. 

Rubber and Allied Products 

288. Synthetic adhesives 
(rubber, latex, PF, UF and 
PVA based), 289. Rubber 
Tubing, 290. Tyre Retreading, 
291. Rubber Thread, 292. 
Latex Products (Balloons, 
Surgical Gloves and similar 
dipped goods), 293. Rubber 
blowing agents (Hexamine 
based), 294. Rubber Hose 
Pipes and Rubberised Hose 
Pipes, 295. Hot Water Bags 
and Ice caps, 296. Micro- 
cellular sheets. 

297. Hard rubber battery- 
containers, 298. Oilseals 
and ‘O’ rings, 299. Rubber 
moulded goods, 300. Rubber 
to metal bonded parts, 301. 
Latex foam and latex foam 
products. 

Food Industries 

302. Confectionery, 303. 
Ice Cream, 304. Edible Oils 
(except solvent extracted oils),' 
305. Vinegar, 306. Sweeten¬ 
ed casbewnut products, 307. 
Pickles and Chutneys, 308. 
Ground and Processed spices, 
309. Guar Gum, 310. Poultry 
Feed 311. Rice and Dal Mills, 

312. Bakery products (Bis¬ 
cuits/Bread). 

Leather and Sports Goods 

313. Vegetable tanned hides 
and skins (Semi-finished) 

314. Chrome tanned hides 
and skins (Semi finished), 

315. Picking Band leather, 

316. Laminated leather, 317. 
Harness leather, 318. Sports 
goods. Cricket and Hockey 
balls. Hockey sticks and shut¬ 
tle cocks, 319. Football, Vol¬ 
ley ball and Basket ball covers, 
320. Leather Purses and Hand 
bags, 321. Fancy leather 
goods and other novelty, 
items, 322. Industrial leather 
gloves, 323. Leather suitcases 
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and goods, 324. Bask 
tanned sole kathes, 325. 
^ning leather from goat and 
sheep, Kattai and Bunwas 
leather, 326. Skins, 327. 
Leather washers and lacs, 
328. Leather pickers and other 
textile accessories (made of 
leather), 329. Protective equip¬ 
ment for sports like types, 
331. Leather garments, 332. 
Pads, Gloves, etc. (soft 
leather goods), 330. Leather 
Cases and Covers of all 
Leather-cum-foam shoes. 

Paper and Stationery 

333. Typewriter Ribbons, 

334. Gummed paper in¬ 
cluding stamp paper. 

335. Cotton Belting, 336. 
Knitted Cotton and Woollen 
Shawls, 337. Canvas Hoses, 
338. Cotton Hosiery, 339. 
Readymade Garments, 340. 


All ttypes of sports nets, 341. 
Woollen Hosiery. 

342. Glass tubes, 343. Glass 
beads, 343. Stoneware Jars 
and Kundies, 345. Salt 
glazed sewer pipes, 346. 
Chemical Porcelain, 347. 
Mouthblown Glassware, 
348. Scientific Laboratory 
Glassware, 349. Microcover 
glosses and slides for Micro¬ 
scopes, 350. Fire Bricks and 
Blocks of standard shapes 
and sizes. 

351. Glass Bangles, 352. 
Plaster of Paris, 353. Pottery 
mugs and bowls (Ceramic), 

354. Glass pressed wares, 

355. Glass vases, 356. Glass 
vials/phials (for perfumes). 

Miscellaneous 

357. Wax Candles, 358. 
Sealing Wax, 259. Chalks 
including tailors' chalk and 


crayons, 360. Naphthalene 
Balls, 361. Artists’ colours 
(oil, water and wax based), 
362. Brushes (all types), 363. 
Fountain Pen Inks, 364. Floor 
Polishes, 365. Adhesive baxed 
on stearch, gum and dextrin, 
366. Hair oil. 

367. Gum Paste, 368. Shoe 
Polish, 369. Wood Polish/ 
French Polish, 370. Metal 
Polish, 371. Pencils. 372. 
Tooth Powder, 373. Glue. 

Mechanical Engineering 

374. Sewing machines (do¬ 
mestic, hand operated, con¬ 
ventional type), 375. Bench 
grinder upto 300. mm dia¬ 
meter, 376. Power Hacksaw 
(Mechanical) 300 mm blade 
size, 377. Turning, boring & 
threading 'addas' (small, 
single or multiple operation 
devices), 378. Simple cone 


pulley driven lathe opto 2000 
nun bed length, 379, Bicycle 
spares; all parts except free 
wheels, 380. Band saw blades 
(for catting wooden logs), 
381. Clocks: Wall Clocks, 
pendulum type both with 
mechanical movement and 
transistorised movement, ex¬ 
cept lever type clocks, 382. 
King pins/Shackle pins (auto¬ 
mobile use). 

383. Oil crushers and its 
spares, 384. Low speed gears 
for use in agricultural machi¬ 
nes like crushers, winnowers, 
thrashers etc. (made of cast 
iron,'mild steel non-heat treat¬ 
ed), 385. Hand Hammers, 
Clu'sels, Spanners, Wire 
Cutters and similar items of 
tools for hand forging, black- 
smithy, carpentry andfoundry 
386. M.S. pipe fittings (upto 
100 mm dia), 387. M.S. and 
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C.I. Flanges, 388. Seasoned 
Wood, 389. Wooden sewing 
machine covers, 390. Cable 
drums for AAC & ACSR 
Conductors, 391. Bright 
Bars. 

392. Wooden storage shelves 
and racks. 393. Air condi¬ 
tioning ducting, louvers, 
grills and other sheet fabri¬ 
cation in air conditioning, 394. 
Radiator Grills, 395. Tonga 
parts (Wheel rings), 396. Spec¬ 
tacle Hinges, 397. Hub Oil 
Cups, 398. Wooden Furniture 
& furniture fixtures, 399. Steri¬ 
liser-stainless steel and alu¬ 
minium, 400. Steel furniture 
including steel chairs, tables, 
cots, almirahs, racks & 
cabinets etc. 

401. Watch dials except 
ornamental & liigh priced 
dials (simple dials), 407. 
Absolute Filters for biologi¬ 
cal and air conditioning ap¬ 
plications, 403. Mechanical 
jacks upto 30 tonnes, 404. 
Watch straps (leather, PVC 
and metallic), 405. Carbide- 
tipped tools (single point 
brazed) (Carbide bit purchas¬ 
ed from manufacturers). 406. 
Pencil Sharpners, 407. Time¬ 
pieces—mechanical winding 
with alarm (conventional), 
408. Flexible metallic pipes 
upto 35 mm dia (for non- 
pressure applications), 409. 
Cocks and valves for water 
fittings. 

410. Overhead projector 
and all other projectors, 411. 
Hand Shovels in mild steel, 

412. Cufflinks, tic-pins, metal¬ 
lic dress-bottons & buckles, 

413. Metallic doors & handles, 

414. Concrete Mixers upto 3 
cubic meter capacity, 415. 
Bicycle Chains, 416. Gas 
lighters; mechanical, 417. 
Cigarette lighters, 418. Tube 
valves (Bicycle). 

419. Tricycles, Perambula¬ 
tors, components & acces¬ 
sories, 420. Photographic 


enlavgers, slide projector ft 
overhead projectors, 421. 
Microscope, student and 
medical use, 422, Books of all 
types. 

423. Rice ft Dal mill ma¬ 
chinery, 424. Sanitary fix¬ 
tures (Metal and plastic), 
425. Hospital furniture such 
as cots, tables, trolleys, ad¬ 
justable beds etc, 426. Paint 
brushes, 427. Locks, doors 
and handles (Automobile), 
428. Air compressors upto 5 
HP for spray painting, re¬ 
pair shops, 429. Painting 
equipment like spray guns 
etc, 430. Machine tool acces¬ 
sories (a) Machine Vices; 
(b) Dog Plates, (c) Steadies; 
(d) Coolant pump etc, 431. 
Drafting machine for design¬ 
ing and drawing offices. 

432. Animal Drawn Vehicles 
433. Bra.ss danipcr«, 434. 
Wooden crates, 435. Dust 
bins, 436. Ghamlas, 437. 
G.I. Bath Tubs, 438. Gun 
cases, 439. Hand drawn carts 
of all types, 440; Handles 
Wooden and Bamboo. 

441. Hand Lamps, 442. 
Wheel chairs for invalids, 
443. Kudali, 444. Lanterns 
posts bodies, 445. Signal 
Lamps, 446. Lamp Holders, 

447. Manhole covers (Cl), 

448. Chains lashing, 449. 
Postal weighing scales. 

450. Hand Pump, 451. 
Railway platform drinking 
water trolleys, 452. Razors, 
453. Steel Trunks, 454. Street¬ 
light fillingF, 455. Steel win¬ 
dows and ventilators, 456. 
Teak Fabricated round block, 
457. Tin trays. 

458. Tent Poles, 459. Um- 
rellas, 460. Wooden plugs, 
461. Wheel barrows, 462. 
Wire adjusting screws, 463. 
Signal ladders, 464. Black¬ 
smith hearths, 465. Dumblcs 
and Chest expanders. 466. 
Nail cutters. 

467. Sheep shearinyptnachine, 


468. AlumiAium furniture^ 

469. Pilferproof caps, 470. 
Wooden boats^body bul- 
ding, 471. Liquid level con¬ 
troller, 472. Revolution coun¬ 
ters (mechanical) 473. All 
poultry equipment. 

474. Dairy Equipment :- 
(a) Double Can Mixer, (b) 
Micro Pulveriser, (c) Rotary 
Driers, (d) Basket Type Centri¬ 
fuges, (e) Milk cooling and 
ghee settling Equipment, (f) 
Evaporating pans, (g) Butter 
Chun, (h) Curd Milks, (i) 
Agitators, (j) Storage tanks 
for dairies, 475. Bottle 
washer, 476. Satchat filling 
machines for pouches, 477. 
Graphite crucibles (upto 500 
nos, capacity), 478. Agri¬ 
cultural machinery; Win¬ 
nowers, wheat ft rice, thra¬ 
shers, seed cleaners, shellcrs 
of all types, graders, seed 
drills, crop driers, cotton delin- 
ting machines, dchuskers, 
reapers etc., with 5 BHP 
motors. 

Electronics 

479. Battery Eliminators, 

480. Wire Wound Resistors 
other than professional types. 

481. T.V. Antennas, 482. 
Radio/Car Radio (Low cost 
upto Rs 250 each), 483. 
Electronic Cigarette Lighters, 
484. Invertor and convertor 
upto 500 Volts Amperes, 485. 
Regulated DC power sup- 

r 


plies (upto 0.01 regulator), 
486. Digital Clocks, 487. 
T.V. Games, 488. T.V. Tur¬ 
ners. 

489. Radio ft T.V. Coils, 
490. Electronic Fan Regula¬ 
tors, 491. Dimmers, Twilight 
Switches, 492. T.V. Booster 
Amplifiers. 

Electrical Engineering 

493. Exhaust fan upto 460 
mm size, 494. Metal clad 
switches (upto 100 Amps)/ 
Miniature circuit breakers, 
495. Table fans, 496. Air 
break Offload isolators (upto 
11 KV) including gang ope¬ 
rated, 497. Current and Po¬ 
tential Transformers 11 KV 
(except for captive consump¬ 
tion), 498. Agarbaltis, 499. 
Dehydrated vegetables, 500. 
Stove wicks, 501. Toy mak¬ 
ing. 502. Pen holders, 503. 
Office pads, 504. Pen nibs. 


Year of re¬ 
servation 

No. of 
indus¬ 
tries re¬ 
served 

SL No. 
in the 
list 

1967-68 

46 

1-46 

1969-70 

5 

47-51 

1970-71 

73 

52-124 

1973-74 

53 

125-177 

\m-ii 

3 

178-182 

23-12-1977 

324 

181-504 

Total 

504 
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Verse is words disciplined by rhyme tipd metre. Hence it mSy appear to be 
contradiction that some of the greatest vprse is blank verse Shakespearian dramatic 
poetry. A bank is a trader in mpM^^t is unthinkable that it should hand 
ourt free gifts. But there is a Shakllf^earian exception to every rule; the 
South Indian Bank hands out big money/,A little money and a little patience in the 
KALPAKA NIDHI Scheme of the S,duth Indian Bank will make you rich. 

For example, you deposit Rs. 6000 and ^ke out Rs. 44000f- in 20 years. You may 
repeat this harvest with every inv^Sjlment of Rs. 6000/- Hard to believse. 

butlA/rite to the bank and ask for details. 

Your future wilt not be blank if you ban|^ 
with South Indian Bank 
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Never say die 

Mrs Gandhi’s latest virtuoso performance in the political arena may be the flicker 
of a dying flame, but there is no denying the fact that the bad old party has not lost 
her touch. It is inconceivable that any one else, reduced to the circumstances she 
now finds herself in, co^d have staged the show she did during the new year weekend 
in the capital. Despite the Carter visit, her '^national convention’* and her new 
party managed to secure some impressive newspaper headlines and coverage. She 
has always been a great one for exploiting the lung-power and the muscle-power of 
the faithfuls and the hangers-on and the crowds which they could collect for her 
circuses. On this occasion, all these resources were fully deployed. The lung-power 
was brought into the drama for launching tirades against almost everyone in sight, 
including the visiting US president, who was treated to a hostile demonstration on his 
way from the airport to Rashtrapati Bhavan. The muscle-power went into action on 
sundry occasions such as the hustling of an unpalatable cartoonist. Nevertheless, 
it would be a mistake to write off Mrs Gandhi’s latest political exercises as an 
inconsequential farce. Beneath all that surface histrionics there is a deadly serious¬ 
ness of purpose. 

That purpose is clear and it may already have been achieved in part. Mrs 
Gandhi has set out to destabilize the political situation so that, in the ensuing con¬ 
fusion or chaos, she may save herself from being made to pay for her emergency 
sins and crimes. Her ultimate expectation may even be that she will be accepted as 
a saviour by a desparate nation. However, her proximate purpose surely is to make 
mischief so that the country’s post-emergency progress towards the consolidation of 
its parliamentary party system and the reconstruction of its democracy may be held 
up of even reversed. Unfortunately, the context is quite favourable to her. The 
Chavan-Reddi pair just does not have it in itself to give an effective lead to the 
Congress party and shape it into a viable national opposition. In fact, once the 
voting is over in the states where elections are due, the Congress party may find 
itself a derelict. This could well prove a dubious blessing for the Janata party. For 
instance, unity and domestic peace in the Janata leadership are pitifully dependant 
on the discipline of a strong opposition in the legislatures and the country. In the 
absence of an effective opposition, the Janata party may be less disposed to be on its 
guard against infighting and indiscipline. In these circumstances, Mrs Gandhi’s 
strategy of destabilising the political situation could meet with some easy success 
without much effort or loss of time. How much more effective it is would depend on 
how soon she could put the Janata party and the government on the defensive by her 
demagogic appeals to the people. Already, with unerring instinct, she has identified 
several areas of disappointment or anxiety in the mass mind and is addressing her 
inllambiatory ministrations to them. 

Mr Raj Naraiii may not be the most reliable guide to the facts of the political 
situation, but his warning that Mrs Gandhi and her henchmen may be planning to 
cause disorder in sensitive areas of public affairs should not be lightly treated. This 
is the first lime that Mrs Gandhi finds herself compelled to function actively and 
aggressively as a political leader without the benefit of the organisational resources of 
a powerful political party or the authority of the highest office in government. It is 
therefore quite possible that she may prove herself to be equal to adopting extremely 
unscrupulous and desperate means for re-establishing herself in the political life of 
the nation. To the extent that her tactics pose a law and order proble^i for the 
government, her activities should be dealt with according to the law of the land. 

The political challenge will however remain and it is here that the Janata party 
should display the statesmanship of which there is as yet no sign. However tempting 
it may be for its leadership to throw open its doors to defectors from the Congress 
factions, especially in the southern states, it should realise that the encouragement 



of opportunism would only aggravate the 
forces of disintegration already assailing 
the party system of government. The 
fabrication of unnatural alliances also 
does not offer a satisfactory solution. 
Some of the Janata leaders, for instance, 
are trying to sell the idea of an electoral 
alliance with the CPl(M) for contesting 
the ensuing elections. To them the events 
in Tripura should be a warning. That 
party's strategy seems to be to establish 
Itself in the eastern region as the opening 
gambit in a take-over game on a national 


scale. The Janata leadership will there¬ 
fore have to consider seriously whether 
it is wipe to be a party to any arrangement 
which may have the effect of enhancing 
the credibility or respectability of the 
cummiinlst presence in our politics. The 
Janata party leadership should therefore 
react with the greatest caution to the titil- 
lations of the politics of compromise. Its 
best bet is the business-like pursuit of 
policies which can deliver the goods early 
enough to an electorate which is losing 
patience and may soon lose faith. 


Export promotion and 

industrial policy 


The Janaia government's industrial 
policy reveals an awareness of the impor¬ 
tant role of exports in accelerating the 
development of the country’s economy. 
But some of the proposed measures do 
not seen conducive to strengthen the com¬ 
petitive capacity of our industries. For 
example, the restrictions to be enforced 
on the large-scale units are likely to make 
it more difficult for them to face the chal¬ 
lenge from developed countries in the 
markets of the world. The provisions 
of the Monopolies and Restrictive Trade 
Practices Act are to be implemented more 
strictly. The expansion of the existing 
undertaking into new lines and the estab¬ 
lishment of new units by the lage houses 
will need specific approval by the govern¬ 
ment. 

Large houses will have to rely 
more on their own internally generated 
resources. The share of the large-scale 
units in the total capacity for the 
items rcseiwcd for the small sector is to 
be steadily reduced. What will be the 
impact of these measures on export pro¬ 
motion? Are the large-scale industries 
in the developed countries subjected to 
restrictions of this kind? The govern¬ 
ment has explained that the industrial 
policy aims to regulate the activities of 
large houses to bring them in line with 
our socio-economic goals. But for a 
country like India whose negligible share 
in world trade, far from increasing, is 


showing signs of decline, will such rcguhu 
tions help to impart dynamism to the 
export drive? 

The industrial policy statement has said 
that, in future, compulsory export obli¬ 
gations, mainly for ensuring the foreign 
exchange balance of the project, would 
not be insisted upon. However, in cases 
where a relaxation from industrial policy 
has been given specially on consideratio.ns 
of export, compulsory export obligation 
would continue to be imposed and for 
sufficiently long periods. The govern¬ 
ment does not seem to have realised the 
practical difficulties that industrial units 
have to face in fulfilling export obliga¬ 
tions. The statement says that “in the 
past, while export obligations were impos- 
ed equal attention was not paid to ensur¬ 
ing that these commitments are actually 
fulfilled.” The government should h .ve 
examined why this happened—whether it 
was due to slackness on the part of the ad¬ 
ministration or becauseof genuine hardship 
experienced by the units concerned. 

The statement has declared that “it 
is intended to strengthen ^he supervision 
and surveillance machinery of the 
government for ensuring that compulsory 
export obligations are adhered to in actual 
practice.” The government should imple¬ 
ment this proposal with sympathy and 
imagination so that industries will not be 
compelled to export their products at 
lower prfites or compromise on quality. 


In die case of wholly-export-based acti¬ 
vities, the industrial policy statement has 
announced the government's intention to 
consider exemption from customs and 
excise duties on inputs, provided there is 
a substantial net value added in the export 
product and such production is likely to 
generate additional direct and indirect 
employment. Such facilities may be 
extended to other industries which may 
not be wholly export-oriented at present 
but have petential for substantial export 
in the near future and contribute to the 
creation of employment opportunities. 

plea for liberalisation 

In regard to joint ventures abroad, the 
industrial policy statement has said that 
the contribution of the Indian entrepre¬ 
neur should have to be mainly in the form 
of machinery and equipment, structurals, 
and also technical know-how and manage- 
ment expertise. In addition, where some 
cash investment is found necessary, the 
government has agreed to consider such 
investment up to a maximum limit to be 
prescribed for this purpose. In view of 
the comfortable foreign exchange situa¬ 
tion and the large scope that exists for 
joint ventures in West Asia, south-east 
Asia and elsewhere, the government can 
afford to adopt a liberal policy in permit¬ 
ting cash investment. 

So far as foreign companies are con¬ 
cerned, the industrial policy statement has 
clarified that, as a rule, majority interest 
in ownership and effective control should 
be in Indian hands though exceptions 
will be made in “highly export-oriented 
or sophisticated technology areas”. Jn 
hundred per cent export-oriented cases, 
even a fully owned foreign company will 
be considered. Complete freedom for 
remittances of profits, royalties, dividends 
and repatriation of capital has been assur¬ 
ed for all approved foreign investments 
subject to rules and regulations common 
to all. These provisions seem to be reaso¬ 
nable but it remains to be seen to what 
extent they will create a favourable imp¬ 
ression on foreign investors. The work¬ 
ing of the Foreign Exchange Regulation 
Act (FERA) has been criticised in the 
past by several influential business delega¬ 
tions that came to India from Britain, the * 
USA, West Germany, Japan and some 
other countries. The industrial policy 
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•tafMpeitt has saidtlurtUie i»oviikM»of 
the I^A witi be “strictly eitfoiced.” It 
.iifiseeins therefore riiat foreign infestors will 
prefer to wait and watch for sometiiiie 
whether they wish to enter the export- 
oriented sector or the other areas. 

“One of tte disturbing features of the 
industrial scene in rec<»it years," says the 
industrial policy statement, “has been the 
growing incidence of sickness of both 
large and small units.” It says that in 
some cases as cotton and jute textiles and 
sugar, “a high proportion of the units has 
become sick with the result that in order 
to protect employment, the government 
has had to take over a number of such 
s units. But the statement does not indi¬ 
cate any strategy to revive the sick units 
rapidly and improve their viability. It 
says that, in cooperation with the Reserve 
Bank of India, the government has initia¬ 
ted certain measures to take corrective 
actions to deal with the problem of indus- 


Itis a matter of gratification that the 
exports of the processed foods, which 
started moving up steadily in the early 
‘sixties, have gathered a good deal of 
momentum during the last four years. 
They aggregated to Rs 11.96 crores in 
1965-66 and went up to Rs 24.48 crores 
by 1972-73. Since then, the annual 
growth has got accelm’ated, with exports 
going up to Rs 31.02 crores in 1973-74, 
Rs 45.04 crores in 1974-75, Rs 62.55 crores 
in 1975-76 and approximately Rs 94.52 
crores in 1976-77. This year they are 
targetted to be raised to Rs 117 crores. 

The increase has been both on account 
of higher quantities being exported and 
better price realisation. The items the 
exports of which have been particularly 
encouraging include fresh mangoes and 
mango juice, other canned and bottled 
fruits, fresh as well as frozen meat, bis. 
cuits, guar gum and meal, instant tea and 
^coffee, fresh potatoes and onions, and 
waUnuts. The other prominent items 
exported include some fresh seasonal vege- 
taUies (such as lady finger, karela, tuida, 


trial siriowM. These stqps may enable 
the government to tackle sirikness arising 
from mismanagement or similar causes. 
But what about the sideness created by 
wrong ofikial policies?. The persistence 
of sickness over a wide range industries 
has been caused by such factors as tmrea- 
listic pricing, excessive taxation, inade¬ 
quate credit, and lack of demand. Poli¬ 
cies in regard to these matters need to be 
reviewed and made truly growth-oriented. 
The Jha committee has made many cons¬ 
tructive proposals for reform of indirect 
taxation. The Alexander committee is 
expected to submit its recommendations 
this month for modifying the import 
and export policies. The government 
should promptly and effectively implement 
the suggestions of these committees so 
that industrial production can attain a 
continuous and substantial increase with 
its favourable impact on export promo- 
tion. 


beans, green bananas, ginger, etc) canned 
and dehydrated vegetables, pickles and 
chatnis, poultry products, confectionery 
and sweets, non-alcoholic and alcoholic 
base beverages, wheat bran, malted milk 
and baby food, starch and its derivatives, 
papad, butter and ghee, cocoa products, 
animal casings, scented supari and murii- 
rooms. 

The exports of fresh Vegetables as well 
as freSh onions, of course, have been 
suspended in the recent months with a 
veiw to containing their pricea in the 
domestic market. The concerted efforts 
being made to step up the exports of other 
products, however, hold out the promise 
of this year's target of Rs 117 crores 
worth processed foods exports being ac¬ 
complished. In fact, the Processed Foods 
Export ^omotion Council (PFEPC), 
which held its 14th annual general 
meeting here a few days ago, has expres¬ 
sed the view that if the current tempo of 
growth can be maintained, die exports of 
processed foods can be raised to Rs 130 
crores next year, Rs 150 crores in 1979- 


80i,Ra nSooresin 1980^81 aod Re 304 
crores in 1981-82. These do not include 
eqKttts of fish and other sea foods, which 
themselves have grown substantially over 
the years. 

good proopocio 

The processed foods industry has bemi 
able to find markets for its products 
abroad in a large number of countries. 
The fastest improvement in sales overseas, 
however, has occurred in the case of the 
west Asian and some east European 
markets. Exports to west European nations 
too have gone up, but only moderately. 
Several processed foods are exported to tte 
cast Asian countries also. Encouraging 
trade enquiries have been received this year 
from such countries as Australia, Canada, 
Denmark, Egypt, France, the Federal 
Republic of Germany, . Italy, Japan, 
Korea, Malaysia, Pakistan, Switzerland, 
Thailand, the United Kingdom and the 
United States for items which have not 
been exported to these markets hitherto. 

It, however, is an undeniable fact that 
compared to the potential available in the 
country, exports of processed foods are 
very modest. Much still remains to be 
done in accelerating their growth which 
cannot only help in augmenting our 
foreign exchange earnings quite substan¬ 
tially but also create a good <feal of 
employment potential in the counti^, as 
the industry has vast scope for develop¬ 
ment in the small-scale sector throughout 
the length and breadth of rural India. The 
growth of this industry can also go a long 
way in conserving food supplies which at 
present go waste for want of processing 
facilities. 

In view of the above, it is only to be 
hoped that in the new pattern of economic 
development, envisaged by the Janata 
government, the food processing industry 
would be accorded high priority. The 
industry, of course, itself will do well to 
adjust its sights from primarily urban 
areas and export markets to the vast rural 
areas. It is only the rural market which, 
apart from exports, can ensurd a fiirther 
phenomenal growth of the industry. 
The task is not easy, but if taken up in a 
concerted way, as had been done in the 
case of tea marketing in the early stages 
itisnotbeyond accomplishment. lathe. 


Processed foods 

for foreign palates 
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aflSuent countryside of Punjab, processed 
foods apparently are commanding a good 
market. This process obviously will get 
fostered as rural development gathers' 
momentum elsewhere in the country. 
Catering for the rural areas in an increas¬ 
ing measure should help in expanding the 
scale of production, thereby throwing up 
larger surpluses for export. 

One of the important tasks to which the 
industry has to address itself is con¬ 
taining production costs. While the 
food material costs can be kept within 
reasonable levels only through aug¬ 
menting production, significant contri¬ 
bution can be made to the contain¬ 
ment of the overall costs by going in for 
less expensive packaging materials. An 
overwhelming proportion of the packag¬ 
ing materials used at present is tinplates, 
the prices of which have multiplied signi- 
cantly in recent years. This is inhibit¬ 
ing not only increase in the domestic sales 
but also has a vital bearing on exports. 

new packaging 

The plea of the chairman of the PFEPC, 
Mr K.K. Sharma, in this connection, 
deserves pertinent note. He has forcefully 
urged that we must not hesitate to adopt 
new packaging techniques which are 
becoming popular abroad. One such 
material, which has been successfully 
tried in such advanced countries as Japan, 
west European nations and the United 
States, is the laminated pouch that has 
three layers of polystyrene, foil and poly- 
thelene. Imports of equipment and 
machinery for the manufacture of such 
pouchs, which in the initial stages may 
have to be secured from abroad in finish¬ 
ed form, need not be grudged, as 
according to expert estimates, the packag¬ 
ing costs through this measure can be 
brought down by at least 30 per cent 
compared to tin cans. The raw materials 
required for making laminated pouchs 
should be available in sittisfactory 
quantities within the country with the 
development of the petro-chemical indus¬ 
try. There is no difficulty about securing 
foils from indigenous sources. 

Mr Sharma has also made a strong 
plea for removing the ban on exports of 
fresh onions and vegetables. This, how¬ 
ever, is not likely to be acceded to by the 
government at present as the prices of 


these products in the domestic market 
have to be contained. No doubt, exports 
of fresh oikms and vegetables form only 
a small percentage of the total output in 
the oountiy, but it cannot be denied that 
even this small percentage has provided 
fillip to serious inflationary tendencies in 
the vegetable market and the trade has 
not been averse to taking undue advant¬ 
age of the situation whenever production 
has been affected even modestly. 

In this connection also, however, Mr 
Sharma’s suggestion for establishing some 
kind of linkage between domestic produc¬ 
tion and exports through a canalising 
agency deserves serious thought and can 
be experimented with. He feels that 
after ensuring a reasonable price to i ro- 
wers, for every 100 tonnes of onions pro¬ 
cured and handed over to the canalising 
agency on a pre-determined price, the 
agency could easily permit exports of 5 
to 10 tonnes. This mechanism would 
enable the canalising agency to build itself 
to a commanding position which it could 
utilise to regulate the domestic market 
behaviour. The ensuring of a reasonable 
price to growers can go some way in 
stepping up the output of onions tha^ can 
suffice both for the domestic market and 
some exports. 

The PFEPC considers that the scope 
for undertaking mushroom cultivation 
and processing is quite large and feels 
that we ought to follow the example of 
Taiwan and Malaysia which have embark- 


id tt^n mushroom cuittvatlon in a big 
way. Under controlled conditions of 
temperature and moisture^ mushrooms 
can be produced anywhere in the country 
and perhaps throughout the year, though 
under natural conditions they can be 
grown only at altitudes of 1,800 to 2,500 
metres with temperature ranging between 
15® to 20®C. Along with poultry and 
dairy development schemes, a bold pro¬ 
gramme for mushroom cultivation in 
selected areas, it has been suggested, can 
open up vast employment opportunities 
in the farming sector of our economyT 
The exports of fresh as well as frozen 
meat can surely be multiplied fast through 
the modernisation of our slaughter houses 
and those of animal casings through pro¬ 
vision of adequate and suitable factory 
space in selected anas, particularly Delhi. 
The pleas of the PFEPC chairman for 
rationalising the cash assistance scheme 
forcvportsof processed foods so as to 
remove ambiguities in the nomenclature 
used in the scheme and for a reorientation 
in the outlook and (he approach of the 
import and export control organisations 
of the government too deserve sympathe¬ 
tic consideration. The working of the . 
cash assistance scheme, undoubtedly, 
leaves much to be desired. Perhaps, the 
Alexander committee, which lias been set 
up recently to look into all aspects of policy 
and procedures covering import and ex¬ 
port trade control measures, would devote 
the necessary thought on the two issues. 
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The Thirtieth Session of the Indian Economic 
Conference held at Calcutta during December 
had the distinction of being the first scsiion held 
in a free India and it was a good occasion for 
somebody asking how Indian economists 
should make themselves even more useful in 
tackling the complex issues facing the country. 
It may not perhaps be possible to take the 
valuable advice of Mr Riyagopalachari, Gover¬ 
nor of West Bengal, in his inaugural address 
that the tonference should appoint for the 
whole of India a panel of economi.sts recognized 
as truthful and safe leaders in this branch of 
scienocy to give thdr authoritative opinion, with¬ 
out waiting for sanction from the Government. 
Economists in this country cannot be accused 
of having withheld their opinions or advice when¬ 


ever it was asked Tor and not seldom have they 
sp.>keii out their minds much to the chagrin of 
the Governmsru Less intractable o^Hnion has 
been availab*e to the Government from their 
Economic Advisors who generally continue to be 
members of the conference. The Consultative 
Committee of Economists appointed during the 
war and still in cxisteruee, is broadly representa¬ 
tive of economic opinion and, reconstituted and 
leorientated, serve as the kind of Brains 
Trust which the Governor had in view. There 
is thus no dearth of impartial and unbiassed eco¬ 
nomic opinion in spite of the limited number of 
really first rata economists; the point is, will ' 
the Governments take advice of even such a 
body and con.sider economic questions on an 
economic plane? 
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Desai gains from Carter Gaffe • Street fighting 
among Congressmen * Concern about caucus • 


Patel on the economy 

President Carter’s three-day visit to 
India, as part of his six-nation tour, in- 
w tended to shore up his own domestic 
image, has perhaps contributed to helping 
prime minister Morarji Desai politically at 
home. The Cartcr-Vancc conversation 
(about the 'cold and blunt’ language of 
the letter to be sent to Mr Desai from 
Washington), taped by a visiting pool 
correspondent and disclosed to the press 
showed that Mr Desai had been firni on 
the nuclear issue. 

Following the considerable advance 
w.uildup for the visit, both from the 
American side and from the Indian side, 
the visit and its outcome in some respects 
proved an anti-climax, notwithstanding 
Mr Palkhivala’s later description of it as 
a 'Santa Claus visit with largesses’. The 
only excitement of the trip came from the 
leakage of the Cartcr-Vancc conversation. 

India’s position 

, Basing itself on some of Mr Desai’s 
^ very early remarks (in March-April, 1977) 
and his foreswearing any need for peace¬ 
ful nuclear explosions by India, the US 
side bad hoped to rope him in, and cither 
persuade him to sign the nuclear non¬ 
proliferation treaty or sign what is being 
called 'full scope safeguards” for inspec¬ 
tion of all Indian nuclear installations and 
facilities and thus virtually accede to an 
NPT regime. That there was little scope 
for this ought to have been clear to the 
American side much earlier. Mr Desai 
publicly, and in parliament, had announc- 
jid some months ago that India was 
against international inspection of indi¬ 
genous Indian nuclear facilities and 
against signingaway future Indian options. 


• Coking coal imports 

Considering he was one of the, if not the 
first cabinet minister in the Indira Gandhi 
government of 1968 to come out against 
the NPT idea then, this was not really 
surprising. 

However, there had been a great deal 
of concern and doubt, amongst politicians 
and scientific community, fuelled partly 
by some of the woolly statements made by 
Mr Desai earlier and partly by the known 
viewpoints of some top-level official 
policymakers. 

little effect 

The Cartcr-Vancc conversation showed 
that Mr Desai was '^adamant” in his refu¬ 
sal to sign the NPT or agree to full scope 
safeguards. The subsequent attempt of 
Mr Carter to lessen the impact by 
announcing bis decision to release the 
next shipment of enriched uranium for 
Tarapur or his offer of heavy water, pro¬ 
duced little effect. The remarks of the 
visiting US senators, and particularly Mr 
Ribicoff, that the US congressional legisla¬ 
tion would prevent shipments of fuel for 
Tarapur, unless India signed the NPT, 
served notice to India that it should 
not be taken in by Mr Carter’s promise in 
his address to parliamentarians but must 
prepare itself to meet the contingency. 

That the government is aware of this 
was made clear by Mr Desai in his talk 
with the US newsmen who accompanied 
Mr Carter, and later his talks with the US 
senators. However it was curious that 
one day after a summary of Mr Desai’s 
talks with the senators had been officially 
put out by his office (and had been pro¬ 
minently published in the press), foreign 
office officials were trying to play it down. 


One of them was even questioning the 
authenticity of the published remarks 
until a newsman pointed out that it had 
been released officially. 

In a sense, Mr Carter’s public pro¬ 
nouncements, even before Us arrival, 
about how he would be correcting India’s 
earlier tilt to Moscow, had queered the 
pitch. Apart from Mr Desai, who did 
not take kindly to this, others involved in 
the visit had to make sure that they did 
not do or say anything that would attract 
objection from political opponents inside 
the country. 


no new offer 

The agreements signed about use of 
US satellite is in fact nothing new. The 
US had been offering that facility much 
before the emergency. The government 
of India at that time had not agreed as it 
meant not only receiving the photo infor¬ 
mation from the satellite but supplying to 
the US corresponding ground data infor¬ 
mation. The latter enables (he cross¬ 
checking of the aerial survey. The Indian 
government under Mrs Gandhi had taken 
a different view of US offer on grounds 
of national security. 

President Carter has evinced interest 
in aiding India in survey and harnessing 
of the water resources of the eastern 
region. (Mr Callaghan, prime minister 
of UK, who has followed Mr Carter has 
also evinced similar interest and promis¬ 
ed aid). Both in terms of waters of the 
Brahmaputra and Ganges and the various 
tributaries now running to waste, and of 
hydroelectric power, there is a vast poten¬ 
tial waiting to be harnessed. However 
what this Anglo-American interest in this 
field portends is being carefully weighed. 
One of the major achievements of the 
Indira Gandhi era, and particularly os a 
result of the 1971 Bangladesh war, has 
been the fact that after almost a quarter 
century, India was able to keep outside 
powers from poking their nose into the 
affairs of the subcontinent. India success¬ 
fully enforced the doctrine of bilateralism. 
After the 1975 coup in Bangladesh, the 
latter has been trying to invoke outside 
elements in some way or other into its 
problems and disputes with India, whether 
it be Farakka or any other. At one time 
during the emergency, Mr Robert 
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McNamara of tho World Bank had 
suggested and offered Bank resources and 
good offices for a solution, on the lines of 
the Bank involvement in the Indus water 
disputes between India and Pakistan. The 
government of India however did not 
favour the Bank’s intervention despite the 
possible Bank imprimatur to the regime. 

The advantages, in economic terms, of 
flow of international funds and assistance 
in harnessing the water and power poten¬ 
tial in the eastern region has now to be 
balanced with the disadvantages of iillow- 
ing outside powers to have a hand in the 
affairs of the subcontinent. 

Before the Carter visit, the Health 
minister, Mr Raj Narain, is reporied to 
have been keen to invito Peace Corps 
volunteers back into the country in furthe¬ 
rance of his rural health projects. Mr 
Morarji Desai himself reportedly was not 
in favour. The issue however did not 
figure in the talks in that Mr Carter did 
not raise it. Mr Raj Narain had his meet¬ 
ing with president Carter, and according 
to the briefing, explained to Mr Carter 
what India was doing in the way of family 
planning. Why Mr Raj Narain felt impel¬ 
led to explain things to the US president 
is not clear. Mr Raj Narain also pre¬ 
sented Mr Carter with a copy of the 
Allahabad judgement on his election peti¬ 
tion against Mrs Indira Gandhi. 

The Finance minister, Mr H.M. Patel, 
who also called on Mr Carter explained 
to him India's policy towards foreign in¬ 
vestments and also spoke of Indian 
attempts to increase its exports to the US. 
However it has to be noted that there is 
growing protectionist sentiment in the US. 
Whatever the views of US presidents—and 
they have been all in the post-war period 
against protectionism—it is the congres¬ 
sional view that has prevailed. The US 
Congress and Congressmen have been 
sensitive to local constituency sentiments 
in favour of industries and trades hurt by 
imports. 

m 

The factional fight inside the Janata 
was sought to be sorted out in two of the 
states by asking the Madhya Pradesh 
legislature party to elect a new leader and 
asking the chief minister of Himachal 
Pradletti to seek a vote of confidence. But 
the new leaders, it was decided, should be 


legislators. The party’s national executive 
is meeting later this month in Bangalore 
when it is expected to take stock of the 
situation following the split in the 
Congress. 

After the split in the Congress was for¬ 
malised at the convention called by Mrs 
Gandhi and her supporters, the two fac- 
tions have been busy expelling each other, 
with each claiming to represent the real 
Congress. There have also been the fights 
for capturing office premises and so on 
around the country. In New Delhi the 
Congress party headquarters has armed 
policemen swarming around to prevent 
the Indira group from taking over and 
ousting the Reddi-Chavan group from the 
official premises of the Indian National 
Congress. The news and reports of the 
infighting and expulsions from various 
centres continue to occupy a lot of news¬ 
paper space, and the reportage in the 
news columns, by and large, make clear 
that the sympathies of the press lie with 
Reddi-Chavan group. 

confused situation 

However the situation at present 
is far too confused. While many of 
the leaders and prominent personalities 
who have been siding with Mrs Gandhi 
during the last few months, have not 
gone with her in the split but hive stayed 
with the Reddi-Chavan faction, the actual 
outcome will be decided by the rank 
and file of Congress workers and middle 
level organisation men. Perhap) it will 
take some weeks for the dust to settle 
down before one has a clear picture of 
the two rival factions and their support. 
Much will depend on the outcome of the 
elections in Andhra Pradesh, Karnataka 
and Maharashtra. If the Janata does poor¬ 
ly and the Reddi-Chavan Congress does 
well, it may even result in the regrouping 
offerees involving the Janata and this 
faction of the Congress. Again if the 
Janata docs poorly, and if Indira Congress 
does better than Reddi-Chavan section, a 
number of Congress workers in tho north 
will jump on the Indira bandwagon. 
Many sober Janata leaders are feeling 
that ultimately they woidd have to reckon 
with Mrs Gandhi and that sizeable chunks 
of ihe Congress party workers may be 
going along jvith her particularly if she 


launches'an agitatioiml approach, litis 
might well involve difficulties in evolving 
a national consensus in tackling many of 
the urgent proMeins and ills of the 
country. 

Mrs Gandhi's assumptions 

Mrs Gandhi and her supporters appear 
to be proceeding on the basis that there 
is disillusionment and discontent with the 
Janata that could be exploited and that 
this will make her and her party a force 
that has to be taken into account in any 
attempt at nationel consensus or national 
government. While the Shah Commission, 
which is taking up the second stage of 
the inquiry, is likely to do further damage^ 
to Mrs Gandhi’s reputation and influence 
urban middle class opinions, she also 
appears to be banking on the fact that 
some of the economic problems and the 
government’s failure to solve them will 
bring some urban sections back to her. 
The government’s proposed move to em¬ 
power the centre and states to declare 
industries and services as ‘essential ser¬ 
vices’ and ban strikes and lockouts, 
Mrs Gandhi’s supporters believe, will 
alienate urban white collar workers and 
industricil labour from the Janata and its 
trad: union organisations. 

However, even the supporters of Mrs 
Gandhi are aware of and expressing con¬ 
cern at the talk that the ‘caucus’—an eu¬ 
phemism to describe some around her like 
Messrs Sanjay Gandhi, R.K. Dhawan, 
Yashpal Kapur and Bansilal —isstill around 
her and manipulating her. At the conven¬ 
tion, Mrs Gandhi showed awareness of this 
and said she would not repeat her mis-* 
takes, and would not allow those against 
whom there was public resentment and 
anger—whether justified or not—to come 
to the fore .again. 

The fact that there should be concern 
about the ‘caucus* around Mrs Indira 
Gandhi and her giving an assurance roust 
sound astonishing to many consider¬ 
ing that Mrs Gandhi is not in power and 
given the normal functioning of the politi¬ 
cal system she cannot even make a bid 
for it untU the next general election to 
the Lok Sabha in 1982. But if the talk of 
a ‘caucus’ is raised by her opponents as a 
bogey to beat her, Mrs Gandhi is also 
finding it difficult, despite such talk, to 
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GMxry credibility. However a plus poioit in 
her favour^ and one that she isusingjs 
tjte fact that those who are now vehement 
\i{n denouncing her for the caucus were the 
very persons who, long before the emer« 
gency, had cultivated her son Sanjay or 
private secretary Dhawan in order to gain 
her ear and confidence, and during the 
emergency tooktheirordersfrom them. Her 
opponents hence are unable to carry any 
credibility either with the anti^emergency 
intellectual, professional middle classes. 

There has been fairly widespread 
talk in parliament lobbies about a possi¬ 
ble coming together of the Reddi-Chavan 
group of the Congress with sections of 
4 ^thc Janata—formally or informally—and 
the hope that this might lead to some of 
them sharing power at the centre. This 
presently affects the credibility of the 
Reddi-Chavan Congress as an opposition 
party. The viewpoints of parliamentarians 
(a majority of whom arc behind Mr 
Chavan) and middle level workers in the 
field in such a situation might differ. 

AH this has contributed to 1978 opening 
on a somewhat confusing poliiical clim Mc, 
domestically. 

Conceding at a press conference here 
last week that there was sluggishness in 
the economy, the minister for Finance, 
Mr H.M. Patel, pointed out that it had 
not set in only after the coming into 
power of the Janata government but had 
been there even earlier. He did not ihink 
that the high interest rates of bank credit 
were a contributory factor to this pheno¬ 
menon. These rates, he stressed, had 
been brought down to some extent by the 
Janata government. The phenomenon, he 
added, might have been due partly to 
uncertainty in the minds of industrialists 
about the government policies and partly 
to some shortfalls in Plan expenditure this 
year. He hoped that the situation would 
improve soon. 

The sluggishness in the economy, of 
course, has helped in containing the rate 
of expansion in the money supply with 
the public, despite the budgetary deficit at 
the centre expected to go up substantially 
^Tom the original estimate. The increase 
in the budgetary deficit of the centre will 
result from various factors, which include 


increased assistance to state governments 
to 'meet their deficits which had been 
caused by the spending spree of the 
previous Congress regimes there, nearly 
Rs 1 SO crores unforeseen expenditure on 
account of the cyclone havoc in the 
southern states, adjustments in excise 
duties, particularly in the case of sugar, 
necessitated by the prevailing circum¬ 
stances, etc. 

state overdrafts 

Mr Patel, however, expressed satisfac- 
tion over the fact that the position in 
regard to states overdrafts was much 
better now than it was a few months ago. 
This was partly due to the assistance pro¬ 
vided by the centre and partly owing to 
the efforts of the state governments them¬ 
selves at mobilising additional resources. 

Referring to the price situation, Mr 
Patel pointed out that the rate of inflation 
in India during the current year had been 
significantly lower than in most other 
countries; it had been only of the order of 
about four per cent so far. While he 
admitted tJiat there might have been some 
incr.ase in the prices of a few commodi¬ 
ties, the availability of all essential consu¬ 
mer goods, except pulses, had been very 
comfortable and the prices of these 
articles had shown stabilising trends. In 
view of the comfortable supply position 
of essential consum r goods, h j stressed 
there was no reason for any rise in 
their prices. Mr Paid, of course, expres¬ 
sed dissatisfaction at the decline in the 
open market prices of sugar. This decline, 
he said, had not b:en conunensurate with 
the adjustments made in the excise duties, 
both op the levy and frcc-sale sugar, the 
primary purpose of which was to bring 
down the open market prices to Rs 3.90 
per kg. 

Mr Patel reiterated that the govern¬ 
ment’s policy in regard to foreign invest¬ 
ments would be selective, as enunciated in 
the statement on industrial policy made 
by the minister for Industry, Mr George 
Fernandes, in parliament on December 23. 
He did not consider the high level of 
foreign exchange reserves embarassing, 
but emphasised that care had to be taken 
about their potential inflationary impact. 
These reserves, he added, had given the 
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government a good deal of flexibility in 
its import policies. 

Referring to the deliberations in the 
meeting of the consultative committee of 
parliament attached to the ministry of 
Finance, Mr Patel stated that the promi¬ 
nent issues which came up for discussion 
at the meeting included import of gold, 
replacement of sales tax by additional 
excise duties, abolition of octroi, the 
recent strike by the bank employees and 
import of ships from Britain. Since the 
meeting, he added, had been called for 
inviting suggestions from the members of 
parliament in regard to the next year’s 
budget, the taxation policy too figured 
significantly in the committees delibera¬ 
tions. 

replacing sales tax 

In regard to replacement of sales tiix by 
additional excise duties, Mr Patel told the 
members of tlie consultative committee 
that the state chief ministers had shown 
reluctiincc on their part to go in for 
this replacement, because sales tax, 
according to them, was the only elastic 
source of revenue for the states. He how¬ 
ever, assured that he would continue to 
persuade them for this replacement and 
it might be possible to take a decision 
in the case of some commodities in the 
near future. The total collections of sales 
tux in the country, he added, approximat¬ 
ed Rs 2,500 crores. He had indicated to 
the state governments that the natural 
growth in their revenues from sales tax 
could be ensured by the centre out of the 
proceeds of the additional excise duties, 
but even then there appeared to be some 
reservations on the part of the chief 
ministers in regard to the proposal. 

About the abolition of octroi, however, 
the state cliicf ministers, Mr Patel observ¬ 
ed, iiad shown a greater measure of agree¬ 
ment, provided, of course, the centre 
could compensate them for the loss of 
revenue, which according to the current 
estimiitcs would be of the order of Rs 250 
crores. 

Referring to the discussion* on the 
import of gold as a measure to discourage 
smuggling, the opinion amongst the 
members of the consultative committee, 
Mr Patel said, was divided. While some 
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stressed that these imports could be allow* 
ed in view of the impressive foreign 
exchange reserves of the country, some 
others expressed themselves against the 
proposal, 

bank strike 

In regard to the recent strike of bank 
employees, Mr Patel made it clear that 
the government would not relent from 
its present position under duress. It did 
not propose to enter into any wage 
rise negotiations with bank employees or 
any other section until it had received 
and studied the report of the Bhootha- 
lingam committee on national wage, 
incomes and prices policy due some time 
in March. Several members of the com¬ 
mittee, he said, had expressed their resent¬ 
ment at the strike of the bank employees, 
which had caused inconvenience to the 
public. If the bank employees persisted 
with their go-slow tactics, the govern¬ 
ment, he said, would have to take such 
measures as declaring the banking indus¬ 
try an essential service. (The go-slow 
tactics, as also the strike next week, 
however, have been abandoned by the 
bank employees following reference of 
their grievances for conciliation through 
the good offices ofthc minister for Labour, 
Mr Ravindra Varma.) 

Explaining the purchases of ships from 
Britain, Mr Pate] stated that since they 
were against British aid in the form of 
grant, even a slightly higher price did 
not matter much. The grant was tied to 
purchases in Britain, The government 
of India, however, had been able to per¬ 
suade Britain to lower the prices of these 
ships from the original quotations. Efforts 
were also being made to get part of the 
British assistance untied. 

Several members of the consultative 
committee suggested scaling down of 
both direct and indirect taxes, particularly 
the latter. It was explained to them that 
there was no escape from indirect taxes 
in a developing economy because of the 
narrow direct taxation base. 

•K * 

The Steel Authority of India (SAIL) 
has been authorised to import coking coal 
with low ash content. It is expected to 
invite global tenders soon in this regard. 

The imports of coking coal have been 


allowed for the first time with two 
primary objectives in view. Firsts fhc 
ash content of our own coking coal has 
been going up in the recent years and 
currently it varies from 23 to 28 per cent, 
as against the desired level of 17 per cent. 
The imports of coking coal with low ash 
content will go a significant way in 
improving the production of our integrat¬ 
ed steelworks. The second reason guid. 
ing the decision is that our coking coal 
reserves are estimated to last at the cur¬ 
rent rate of production or slightly higher 
than that for no more than 45 years. 
Imports, therefore, will help in conserv¬ 
ing the exploitable coking coal reserves 
within the country. The impressive rise 
in our foreign exchange reserves during 
the past two years, it is felt, can legiti¬ 
mately be utilised to some extent for 
meeting the coking coal requirements of 
the steel industry in the long term interest 
of the economy, especially when due to 
world recession, the international prices 
of coking coal have gone down signifi¬ 
cantly. 

After detailed discussions with the 
chairman of SAIL and chief executives 
of the integrated steelworks last week, the 
minister for Steel and Mines, Mr Biju 
Patnaik, has set the production target 
for the next financial year for the integrat¬ 
ed steel plants at 10 million tonnes ingots, 
which will mean an increase of about 1.3 


million 4c^nei over the expteted onfpnt 
from these" units during the current year. 
The production this year may not come 
up ftiily to expectations because of two 
constraints, namely, the deteriorating 
quality of coking coal and the frequent 
cuts/interruptions in power supply. While 
imports of coking coal will take care of 
the former, it has been suggested to the 
steel plants that the latter constraint can 
be overcome through staggering the work* 
ing of the mills so as to make the opti¬ 
mum utilisation of the available power 
supplies. It is. however, hoped that the 
power position will improve by March 
next. 

Mr Patnaik has called upon the chief 
executives of the public sector steel manu¬ 
facturing units to lay greater emphasis 
on improving the quality of steel and on 
the production of such items as neobium 
steel, high tensile steel, stainless steel and 
other special steels, which not only have 
greater added value but also command 
a good market. He also stressed on them 
the need for minimising the production 
costs. It has been indicated that with the 
restructuring of the steel industry and 
SAIL, they will have to depend for their 
future modernisation and expansion plans 
on their internal resources. Budgetary 
support will not be provided to the indus¬ 
try except for the current expansion of 
the Bhilai and Bokaro steelworks. 
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Opportunity, oncouraoonwnt and availability — for 
nro^ of Indudfry oToiigiido agro>based activity. And 
iwlosicar Bactric is contributing In this Botionaf t(^ 
of all*round prograss. 

For instanca, our KH Sorias Motors manufacturad at 
Hubti, tha smallest small motors in India, havo jprovad 
ileal for diverse applications. On the farms and fields. 

Pumpsets, crushers, rice mills and sugar mills to name 
a faw. Trusted as well, by the small entrepraneur, for 
its improved stator design, superior insulations, 
excellent castings, precise windings. 

We offer over three decades of experionca and 
axpaitisa to our consumers througn innovations in our 
products. 

A generation of growth. 
Let it blossom. 



KH SERES MOTORS 

(unto 15 kW) 

-the smallest 
small motors 
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Ohiin and Meade: Nobel 

prv.T.N.id. laureates of Economics 


Thm author who is profossor of Rural DavaloptnanI, Sri 
Vankataswara Univaraiiy, Anantapur (AP), ditcuasaa tha contribution 
mada by tha two aconomista who wara awardad Nobal Priia in 
Economics for tha yaar 1977. 


The Nobel Prize in Economics for the 
year 1977 has been awarded jointly to 
Professors Bertil Ohiin of Sweden and 
James E. Meade of Britain. Both are well 
known for their significant contributions 
to International Economics. 

Bertil Ohiin was educated at the Uni¬ 
versities of Kund and Stockholm and 
Harvard University. Among other appoint¬ 
ments, he has been professor of Econo¬ 
mics at the University of Stockholm and 
visiting professor at the University of 
California, Berkeley and the Virginia 
University. He takes an active part in 
Sweden’s public life. Apart from being 
the minister of Trade in Sweden's 1944-45 
coalition government, he was also the 
leader of the Liberal party from 1944 to 
1967. He has been a member of the 
Council of Europe and chairman of the 
ILO committee which published a re¬ 
port in 1956 on 'Social Aspects of Euro¬ 
pean Economic Cooperation*. 

classic work 

Ohlin’s classic work, ''Interregional and 
International Trade,” was published in 
1933. The theories propounded by Ohiin 
are keenly discussed by contemporary 
economists. His work has revolutionised 
the theory of trade, by freeing it from the 
bonds of the classical labour theory of 
value and integrating it to genera] price 
theory. Prof Ohiin has also explained 
hitherto neglected influences of location 
and space on pricing and trade. 

Different goods, he states, require diffe¬ 
rent factor inputs; and different countries 
have different factor endowments. Given 
identical production functions, but diffe¬ 
rent factor endowments between countries, 
a country will tend to export the commo¬ 
dity that is relatively (to the other com¬ 
modity) intensive in its relatively (to the 
other country) abundant factor. 

Another significant contribution of his 


study is contained in the idea suggested by 
Eli Heckscher and developed by Ohiin 
that, within certain limits, commo¬ 
dity trade is a substitute for migrations 
of factors of production, and that, as a 
result, trade tends to equalise the returns 
to these factors, despite their immobility. 
By importing goods which are intensive 
in the factor which is scarce in a region 
reduces the relative scarcity of the factor 
vis-a-vis the abundant factor. The demand 
and consequently price of the abundant 
factor goes up as the region exports goods 
requiring the abundant factor. In the 
other region also, the same process will 
be at work and thus the relative scarcity 

POINT 

OP 

VIEW 

of the productive factors is reduced in 
each of the trading regions. This approach 
—which has been carried forward, deve¬ 
loped and qualified by Samuelson, Leon- 
tief and Travis —is an essential aspect of 
modern International Trade Theory. 

It is no wonder that Ohlin’s studies are 
regarded by C.R. Whittlesy as “of com¬ 
manding importance** and by John 
Donaldson as an “extremely interesting, 
an outstanding contribution**. 

The most celebrated test of Ohlin’s 
theory was the one conducted by Prof 
Leontief. His findings, however, did not 
lend support to Ohlin’s theory. It is 
observed by Leontief that the United 
States exports commodities that use only 
$13,991 of capital per man-year of labour, 
while importing commodities that require 
S18,184 of capital per man-year. The US 
is generally believed to be the most capital 
■ 
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abundant country and it is found to import 
commodities requiring more of its abun¬ 
dant resource—a result contrary to the 
prediction of Ohlin’s theory. Leontief 
explains this paradox by saying that the 
productivity of an American worker is 
three times as high as that of his counter¬ 
parts in other countries, so that “in terms 
of the relative production possibilities in 
US and abroad, the US is rich in man¬ 
power and poor in capital”. 

Leontief type tests have been conducted 
for a number of countries. A. Bharaswaj 
found that India tends to export labour 
intensive and import capital intensive 
commodities. However, in trading with 
the US; the most capital abundant coun¬ 
try, India is found to export capital inten¬ 
sive commodities to the US while import¬ 
ing labour-intensive commodities in return. 
The evidence from other studies is also 
not conclusive—some results arc in con¬ 
formity and some in conflict with the 
prediction of Ohlin's theory. This con¬ 
flicting evidence is not sufficient to justify 
the discard of Ohiin*s theory. There is 
enough truth in the basic theory for it to 
serve as a basis for the analysis of inter- 
national trade problems. 

Meade’s contribution 

Professor Meade is an Honorary Fellow 
of Christ’s College, Cambridge, after 
having been Professor of Political Econo¬ 
my and then a senior Research Fellow of 
the college. Before the war he was a 
Fellow of Hertford College, Oxford, and 
an official of the League of Nations. Later 
he became the director of the Economic 
section of the cabinet secretariat and 
Professor of Commerce at the London 
School of Economics. 

Professor Meade is the author of nume- 
rous articles and books on economic 
theory, policy, economic growth and 
international trade. As regards his contri¬ 
butions to international trade theory, he 
is both a tool-maker and a tool-user. In 
his “Geometry of International Trade,” 
published in 1952, he developed the tools 
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formic ih tiie anafj^iV of intemationaf 
trade problems. His ‘Theory of Customs 
Union'\ published in 1955, is a policy 
oriented work. His “Theory of Inter¬ 
national Economic Policy’* is another 
notable work. His three volumes on 
“Principles of Political Economy’*—^thc 
Stationery Economy, the Growing Econo¬ 
my and the Controlled Economy-^are 
designed to put into a general conspectus 
die major advances of economic analysis 
in recent years. As a sequel to his “Plann¬ 
ing and the Price Mechanism*’, Prof 
Meade wrote another book recently under 
the title, “The Intelligent Radical’s Guide 


to Economic PoIicy-^Thd" Mi)M! Econo¬ 
my.” 

Professor Meade sees his ‘radical* as the 
citizen who puts liberty and equality 
high on the list of social and economic 
priorities. A basic reform which the intel¬ 
ligent radical will support is the restora¬ 
tion and development of the free market 
mechanism wherever it is possible to 
oisure workable competitive conditions. 
But Professor Meade is not oblivious of 
the limitations of the free enterprise sys¬ 
tem. He recognises that on the foundation 
of the market mechanism there must be 


built a duperstnicttm of governmental 
intervention and controls. His ‘intell^nt 
radical’ is a pragmatist; the radical argues 
the virtues of the free market when the 
tendency is to think only of the need for 
particular state interventions and he 
stresses the need for social intervention 
when laisiez faire becomes a dogma. Prof. 
Meade draws our attention to the state¬ 
ment of Winston Churchil that democracy 
is the worst possible form of government 
except the others and by analogy Prof. 
Meade says that the price mechanism is 
the worst possible form of economic 
system except the others. 


Octroi: an outmoded and obstructive levy 

K. MMnakthitundaram 


The author gives a breakdown of the lose that the naJlon Incurs 
with the levy of this outmoded tax and oomparee it with the 
revenue coilected from this source which he reckons at 3r1. He 
believes that abolition of octroi will promote buelnete and 
end a source of corruption. 


Ykt another committee, this time the 
Jha Committee on Indirect Taxation, has 
recommended the substitution of octroi 
by a suitable levy. But octroi continues. 
jThe excuse that octroi is a state subject 
or that local bodies need more resources 
is not convincing. Octroi is a living 
example of delay perpetuating and com¬ 
pounding an injustice. Every day octroi 
continues, it makes the new government’s 
professions against corruption sound 
hypocritical. 

local tax 

Octroi is a local tax levied on goods 
brought into a municipal area for con- 
sumption, use or sale therein. It owes 
its origin to the pre-automobile era of 
leisurely travel, low speed and limited 
trade and exchange. Its method of assess- 
etnent, levy and collection inevitably 
deny the community the special advantage 
of road transport which is speed. Studies 
oiTKeskar committee disclosed that the 
detention time on several routes ranged 
fiom 20 to 50 per cent of the transit time. 
Considering that several municipalities in 
a state levy octroi, the totol number of 
halts obstructing the flow of the road 
Wfiic is high. Thus cumulative deten- 
tipn leads to. under-utilisation oi^ com* 


merciat vehicles around 35 per cent of 
the truck hours. 

The octroi checkpost is manned by 
onetiilerk and one chowkidar, although 
in big cities more personnel are employ¬ 
ed. The chcckpost is normally sited on 
the road. There are no bays even at 
Mulund octroi checkpost in Bombay. 
Nor is labour available for loading and 
unloading. Still the clerk and chowkidar 
are entrusted with the authority to levy 
and collect this duty. Where there 
is a full truckload of a single good, 
perhaps it will take IS minutes. But 
when a truck carries goods for several 
censignees as many as ISO to 200 
and many destined for different destina¬ 
tions, Jt is really a big task both for the 
driver and the checkpost clerk. If he sets 
out to assess the levy sincerely he may 
like to demand inspection of each parcel 
for unloadingof which usually no facilities 
are available at the checkposts. Even 
where facilities are available it would cost 
considerable money and time. 

This precisely is the problem of octroi. 
It clothes the octroi staff with discretion¬ 
ary powers, which in practice can 
amount to an option to cause costly 
delays and harassments. Administered 
sincerely or otherwise it is costly to col¬ 
lect and d^ult to avoid leakages. 


In the past, many municipalities adopt- 
cd the system of refunds. The octroi 
duty was paid at the entry into the muni- 
cipal area which was refunded at the exit 
point. Later on municipalities charged 
escort or transit fee. (There were also 
municipalities which charged escort fees 
without providing escorts.) 

class of middlemen 

The octroi has given birth to a new 
class of middlemen, the octroi agents. 
These agents pay the full octroi duty 
levied; obtain refunds of the duty paid on 
behalf of the carriers and charge the 
latter one per cent commission. These 
agents definitely possess skills and do 
render a service. But how far these add 
to the national product is debatable. 

The existence of corrupt practices at 
the lowest level in the local administration 
on account of this levy has been proved 
by the reports of several committees. One 
such report says: 

“The undesirable features of Octroi are 
firstly, that its incidence is regressive 
and falls mainly on necessaries of life 
like articles of food etc.; secondly, the 
administration of the tax is very cum¬ 
bersome and vexatious, as numerous 
barriers have to be erected for collect¬ 
ing the tax at the points of«entry and 
a very complicated procedure of refunds 
has also to be followed; thirdly, the 
octroi system gives wide discretionary 
powers to low paid staff which leads 
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Connections in high places. 
They are vital in peace. And in war. 

Border roods on high rangot. noMng strologic BEML's invalvomant boos far boyand aMrriy 

dofenca outposts. They ate lifolinos for our dsfonce systom. aupptying tht oquipmant for border rood conatnictioa. 
Providing the essential logistics. Or for power projects. Or irrigatioa. Or mining. 


Helping to lay thou roads, under vary arduous 
conditions, aro a range of BEML aarthtnovors. 

In this, as in many other vital sectors. BEMl has 


It lias in tho rosorvoir af tsebaology in 
aarthmoving that BEML baa davalapsd. Tecbnoiagy 
that is on coil, to moot tho challongoa of tomorrow. 


boon first in the field. Moving earth, making way lor 
progress. With its range of oarthmovers: dossrs. dumpsra, 
scrapers, graders, shovels. 



a great movement 



BHARAT 

EARTH 

MOVERS 
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Bangate'o 


EASTERN BCONOhqST 




74 


CAB-BIML'TIM 

JAMUAKY 13, 197t 



(»iaortt(in praeltcesi and fiMutUy, it is 
co^^ive to oidlect and benoe wasteful. 
It ^dso constitutes a restriction on through 
trade. The niMional economy should 
be safeguarded as an entity' by facilitat¬ 
ing the smooth flow of trade and com* 
metce among states and ^so among 
different parts of tiie same state and 
iweveiding the raising of bottlenecks 
through local goveriunent regulations. 
Octroi is certainly an undesirabie tax 
from this point of view....” (Emphasis 
mine). 

This committee recommended the 
gradual replacement of octroi by a turn¬ 
over tax or by a surcharge on sales tax. 
Having been composed of'ministers of 
local self-government this committee 
must have appreciated the problems 
and potentialities of local bodies in a 
constructive spirit. 

The committee on transport policy and 
co-ordination in its final report cate¬ 
gorically stated that octroi duties should 
be abolished, having regard to “the in¬ 
hibitory nature of octroi duties and the 
abuses to which they are prone.” The 
Keskar committee described octroi as “a 
fertile source of corrupt practices.” The 
study group on octroi in Maharashtra 
under the chairmanship of Mr S. K. 


Waokhnda, observed UuU octroi “inevi¬ 
tably leads to corrupt practices.” 

When the octroi collodion staff of the 
Bombay Munloigwl Cetrporation went on 
a strike a few years ago, the Home 
Guards were ask^ to mao the checkposts. 
It was then reported that the octroi reve¬ 
nues spurted by a few Ihkhs of rupees 
everyday when substitute staff were work¬ 
ing. 

Two dominant fa^ about octroi are 
(i) the inevitable d^ntion of commer¬ 
cial vehicles, and (2) the rampant corrup¬ 
tion that coexists with octroi. But even 
if octroi were to be administered by 
angels its replacement would still be 
justified by other economic reasons. 

Octroi inhibits the growth of the local 
economy' in general, the industrialisation 
and road transport in particular. Its dele¬ 
terious effects on rural economy were 
described as “far too obvious” by the 
Wankhede study group. Levy of octroi 
on movement of agricultural products by 
the local bodies takes away a large slice 
of income of the cultivators. Thus octroi 
tilts the terms of trade against agriculture. 
The effect of octroi on industry is “equally 
harlnfui.” Do not efficient local bodier 
in Tamil Nadu, Kerala. Andhra Pradesh 
and Madhya Pradesh manage without 
octroi? 


The Final Tally of Octroi 


GAINS LOSSES 

(Rs crores) (Rs crores) 


(1) Octroi revenue 

250.00 (1) On occount of octroi 


Less 

‘detentions the value 


(2) Costs of collection 

of trafiic not generated 

324.00 

at 5% Rs I2.S crores 

(2) Tax revenues that would 


(3) Net octroi revenue 

have accrued at 30 per 


(1)—(2) above 

- cent of (1) above 

237.50 (3) Leakages in revenue 
—*——• (shown here as 40 per 

cent of the estimated 
figure of Rs 725 crores, 
mkLpoint between 

500 and 950 

97.20 


crores) 

290.00 

711.20 


^ To collect Rs 250 crores of octro* rave* 
nue the neLburden, on the community is 
estimated to range from Rs 500 to 950 
crores I In the absence of octroi the 
turnround time of the nation’s commer¬ 
cial vehicles will be reduced. The aggre¬ 
gate detention time in octroi checkposts 
is substantial. In the absence of octroi 
there will be a minimum of 20 per emit 
more traffic output. Our present goods 
vehicle population is 500,000. Let us ex¬ 
clude 10 per cent from the total represen¬ 
ting those remaining off the road for re¬ 
pairs etc. Of the remainder 4.50,000, let us 
assume only a third, i.e. 1,50,000 operate 
in octroi levying slates. Consequently 
their traffic output is less by at least 20 
per cent of annual distance (i.e. 72,000 
kms per truck) covered. Abolition of 
octroi will generate additional traffic 
output which will be equivalent to 2160 
million kms. Each vehicle km can earn 
Rs 1.50. 

hMvy lost 

The proportion of octroi gains to pro¬ 
duction, tax and other losses is approxi¬ 
mately 1:3. To gain one rupee from 
octroi the economy loses three rupees. 
The loss is imposed on socially preferred 
areas. By substituting octroi by any 
other levy, detentions of trucks would 
be avoided. We would be adding to the 
economy Rs 421 crores (Items 1 ft 2 in 
loss in table alongside) as against 
Rs 237.50 crores now accruing to the 
local bodies. Relatively there will be far 
too less leakages. Generally a poli^ 
change with this high cost benefit ratio 
merits unqualified support. 

Let each slate select any of the alterna¬ 
tives suggested by the Keskar committee. 
They are: (1) Surcharge on sales tax or 
additional sales tax; (2) (a) municipal 
sales tax; (b) municipal surcharge or s^es 
tax ; (3) municipal turnover tax; and (4) 
other complimentary levies for equitable 
distribution of tax burden. Any of these 
separately or in combination with 
another will do. Central subsidies 
could be judiciously extended. The 
central government can set an example 
by abolishing octroi in all lihion territo¬ 
ries immediately. Well-thought-out fis- 
cd reform, not pious statements, will 
remove regressive levies and cleanse, the 
administration of corruption. 
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FPIHT OF View 


Pedestrapolis—future city 

Th« author who is a diroetor of tho United Matlons Environment 
Programmo regional offlcoi and a regional representative 
for Asia and the Pacific takes the reader to a guided tour of a 
future city—a city which was a part of the home and where 
the traffic no more obstructed the people or the people the traffic. 


This could perhaps be any cily. It cer¬ 
tainly was one of the future, as seen in 
1990 and written about shortly thereafter. 
Pedestrapolis may not in fact be a descrip¬ 
tive term for what was achieved there or 
for what it was about; and what it has 
become, from a former congested, confus¬ 
ed and traffic-laden melee, aware of its 
ever increasing problems but hitherto 
circumventing rather than overcoming 
them. It was now a city where people—all 
the people—in fact moved as they willed; 
where the city became very much part of 
the home—of the children, the housewives, 
the work people and the old; and where 
traffic no more obstructed the people or 
the people the traffic! It was also a city of 
the present, in fact what many more like 
it could have already become. 

The following is simply the result of a 
compulsion to record the experience and, 
with it, the relative simplicity of the ana¬ 
lyses and the prescriptions that were used. 
Just now, it would appear surprising that 
it had not come to pass earlier. Perhaps 
what has been achieved was simple 
because, also, it was so fundamental; with 
cITorts in the past all the time looking for 
non fundamentalist—and complex—solu¬ 
tions. 

the revolution 

Basically, the revolution in Pedestra- 
polis was one in mode and means of 
transportation-from the homes, to the 
schools, to the offices, the shops, the 
various other institutions and back to the 
homes. It was thus a city of people who 
moved around without motorcars of their 
own; these were in their own homes and 
as to how they were used we shall come 
to in a little while. There were no parked 
cars to overshadow and no metal curtains 
of traffic jams. 

Itte first impressions of Pedestrapolis 


were both conventional and exhilarating. 
The city looks basically like any other, it 
was historically so in any case. One is 
told there was some physical re-planning, 
in particular of through and circular sub¬ 
roads among residential zones. There was 
also a notable presence of ‘walkways' 
in shopping areas (the Scandinavian pedes- 
trade) and more routine shopping centres 
nestled within the residential zones. Parti¬ 
cularly visible was the sense of space in 
the roads and public places. What one 
saw were lines of public transport vehicles 
moving with ease—both for themselves 
and for commuters—along the two kerb- 
sides of the roads, with the rest free of 
vehicles except for a fair number of 
bicycles. 

aupramg purposa 

The public transport vehicles themselves 
varied jfrom the large coaches on the main 
roads, to very small but smooth and 
fairly silent three wheelers, or equivalent 
four wheelers, on the residential lanes, all 
of them with no visible emission of smoke. 
The ease and fteedom of use by citizens 
seemed the supreme purpose every time. 
A striking innovation on the public high¬ 
ways was a system of escalators up to 
overhead pedestrian crossings, with only 
steps down at the other end, well covered 
from point to point and starting at each 
point from spacious public shelters which 
were commuter halts, (see Diagram 1). One 
could not help getting the feeling of a city 
which was very much linked to the home 
and in which people shared the city and 
its public places with fullness. There was 
of course much more to all this than the 
slightly photographic impression. An 
examination of this yielded rewarding 
insights. 

Like' many cities, Pedestrapolis was 
faced with the situation of sheer numbers 
of vehicles. {Solutions based on widening 


C. Surlyakuinaran 

and adding urban roadways had not 
helped, jMrhaps only adding another 
Parkinsonian principle, of as many vehicles 
as there are roads to fill into. The vehieJe 
population of Pedestrapolis and its annual 
rate of increase showed beyond doubt, 
some years earlier, the arithmetical impos¬ 
sibility of contemplating any reasonable 
city life under the existing system. A basic 
decision seems then to have been taken, 
to start from first principles—on what the 
private (and other) vehicles exist for, on 
recognising the people to mean the entire 
people and not a small segment, and on 
the economic and social needs of the city 
as a city.* 

positive need 

A corollary policy; decided upon from 
the outset, was that success should be 
measured only by meeting all the reasons 
the private vehicle owner would have had 
for using his vcliicle and not by pretending 
to overlook them. In other words, it was 
clearly recognised that the private owner 
does not take his vehicle out to incon¬ 
venience others (even he considt.‘rs it an 
unavoidable nuisance in many cities today) 
but because there were positively certain 
needs emanating from a home—represent¬ 
ed by a child, a hou.sewife and the worker 
—for which, in the past, public systems 
were just not there. Thus, the aim in the 
reformation was not to bring down the 
facilities based on real need for the group 
of private owners, but to maintain, by 
alternative means and modes, the essence 
of all these facilities and simultaneously 
to extend the same to the rest of the 
population. It was essentially a new city 

image. It was considered that a typical 
set of facilities enjoyed by private vehicle 
users, and legitimately so, included ability 
to step from home into vehicle without 
submission to delay or weather; and 
similarly to get to the point of‘service* 
(school, office or shop). These were to be 
ensured and if there was discontinuity in' 
travel between the two end points, the 
level of convenience, in terms of time or 
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wwiher or accommodation, was also to by swllcliing a blue light at the gateway wise, with vehicles here using the left lane, 
be assured, to the road, for the mini-vehicle to see In other words, tlie focus of movement 

^ Today, the translation of these basic and stop. These vehicles could normally inside each localized area is essentially 
principles in Pedestrapolis, notwithstand- carry three or four persons with normal towards the covered commuter halt on 
ingsome improvements still to be efEbcted, luggage kept on the floor. If more space is the highway. All intra-area vehicular 
has become both a swcms and almost required for special purposes including, movement, is either down the sub-roads 
surely a solution to the future elsewhere. for example, direct commuting to the from the highway focal point or is up 
The mechanics of the system—we bIiaII airport, a suitable vehicle could be notic- these roads, ultimately turning left to the 
also briefly refer to its economics later— «lso *>y conveying the focal point. A simplified illustration, not- 

is somewhat as follows. All residential ““sage through any passing mini-vehicle, withstaiiding v^iations, of this general 
sites, and these are not only the afiSuent For normal commuter needs, the mini- pattern is given in Diagram H. 
areas, have been improved for attainment vehicle would proceed to the covered The management and economics of both 
of a fairly interlinked lane network within commuter halts mentioned earlier, beside the transition to the present system and 
each localised area, from which as a which the public coaches arrive and also its operation were highly fascinating and 
whole one or more sub-roads lead to the from which the escalator facilitates cross- original. First on the management. It was 
commuter halts on the highway. In some i®g ever to the commuter halt for coaches found that, given the present and project- 
I places, particularly in the area between travelling in the opposite direction. A ed population of the city, and allowing 
the highway and the coast, with its parallel basically similar system operates at the for the existing and planned capacity of 
residential lanes, the task has been much arrival point, with smaller feeder or dis- the suburban rail system, the existing 
easier and the results exemplary. From a tributory vehicles commuting into the stock and trend increase in public buses 
central base in each of these zones, a shops and work places etc.; or, on the plus the private cars and taxis just about 
required number of mini-vehicles operate return, within the lanes in each residential met the commuter demands. However, 
at very frequent intervals, for boarding at zone. before proceeding further, it was firmly 

will, either by hailing, or advance tele- Within each localized area, the mini- decided that no commuter shall for his 
phoning where homes have telephones, or vehicular movement is broadly anti-clock- daily purposes have to be overcrowded or 
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to stand in a public bus. On these data 
bases, the initial estimates were made of 
total number of required buses. Very 
broadly, the estimated figure was raised 
by 20 per cent to provide seats at all tiine^ 
to commuters;* and was raised by one 
twentyiifth of the total figure for private 
vehicles and taxis, on the basis of a two 
passenger average use for cars and 48 to 
52 passenger capacity in the buses. The 
actual number of buses on the roads at 
any given time was of course related to 
the peak and non-peak hours of traffic. 
Trucks—and any private cars that still 
wished it—were confined to the ‘trough* 
peiiod, from 8 p.m. to 7 a.m. within the 
city. 


initial impact 

On these bases for the transformation, 
the public bus system indeed more than 
doubled virtually overnight, from about 
3,000 units to over 7,000. Even netting 
for maintenance and repairs margins, this 
meant an urban scene which again provi¬ 
ded one of the initial impacts to the visitor. 
The roads carried a continuous line, on 
each of the sides, of buses picking up 
people with an ease that was pleasant to 
the eyes of the foreign commuter. To add 
to the overall comfort, one in ten of the 
buses on average for most highways was 
an airconditioned bus; and in a few of 
the highways reintreduction was seen of 
the silent electric trolley bus. The levels 
of fares are relatively low, the equivalent 
of five US cents within the localised areas 
and ten US cents on the highways for 
adults, wiih half fare for children and 
infants being free. The airconditioned 
buses simply charged double fare. 

It would be already noticed that there 
was a social agreement in principle to 
allocate energy here—for innumerable 
escalators leading to overhead crossings 
and for the trolleys leading to more quiet 
—as a deliberate policy in the competition 
for this resource. It was also seen that 
there was no system of restricted zones, 
with cars being driven up to a perimeter 
of the city centre, since it was felt to be 
a contradiction in principle As was 
noted at the outset, the essential con¬ 
venience available to private motorists or 
taxi users should be simulated, in which 
also exposure to vagaries of wcathc r con¬ 


stituted a contradiction. Walkways or 
pedestrades, however, were favoured in 
specific locations and in fact a few more 
were being planned. 

Naturally not all travel from embarka¬ 
tion point to destination is by a single 
public bus. Quite a few routes involved 
linkages. Maximum smoothness and 
coupling arrangements obtained in this as 
well. Basically, the arrangement was one 
of alighting on to the covered shelter and 
walking across to the linkage point (if the 
travel continued in the same direction) or 
taking an overhead crossing to the appro¬ 
priate shelter (if the linkage travel was in 
the opposite direction). It is worth repeat¬ 
ing that buses were available almost 
‘immediately*. Major destinations, which 


means also conversely major embarkation 
points, had bus stations of varying size, 
with facilities for rest, refreshment and, 
in some instances, for marketing and 
shopping. 

The stock of private cars has now 
become superfluous for daily commuting 
and a policy has been established for the 
uses to which their owners may now put 
them. As mentioned, the roads are open 
to car traffic from 8 pm. to 7 am. In 
addition, private cars could be used for 
out-station travel, for example, on week¬ 
ends, holidays and the like. Departure 
before 7 a m. or arrival after 8 p.m. is 
encouraged. Strict traffic checks obtain 
within the city for cars travelling outsta- 
tion after 7 a.m. or before 8 p.m., to 


Diagram II : Residential Zone — Feeder TraflTic to Commuter Halt 
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avoid abuse. It will be noticed that the 
old taxis are not part ofthe highway 
transport system in the city; nor general- 
'Jfy within each localized area on the sub¬ 
roads and lanes, for which there are the 
special mini-vehicles. It appears that one 
reason was, for the time being, to prevent 
private car owners from using the roads 
as converted taxis! 

Bicycles arc freely allowed on the high¬ 
ways and elsewhere. For the time being, 
motorcycles have been heavily discouraged 
within the local areas and barred from the 
highways. Special delivery vans, of say 
perishables to groceries and so on, were 
allowed in limited numbers under licence 
for use and by hours) 

enormous challonge 

The economics of the transformation 
on the face of it was an enormous chal¬ 
lenge and more so since the city was in a 
developing country. Two basic principles 
seem to have been used in approaching 
and overcoming this problem. They derived 
from the fact that a financing of additional 
bus capacity could be related to the motor¬ 
car capacity, in which the capital cost of 
•II motorcars was demonstrably financed 
liistorically by local income earners; and 
that the foreign exchange cost, where cars 
were imported or raw material or compo- 
nents were got down for manufacture or 
as.sembJy, was similarly a demonstrated 
capacity. A first step, therefore, on the 
eve of the transformation was to halt all 
new car purchases, without prejudice to 
such purchase some years afterwards or 
without prcjud»ce to a paiticular income 
earner financing a car for himself, but 
subject to a prior commitment to the cost 
of a car being contributed to the central 
governmental fund for public transport. 
All existing car owners were therefore 
required to contribute, as repayable capi¬ 
tal contribution to this fund, full replace¬ 
ment cost if their existing vehicles were 
five years or more and at a downward 
graded percentage for newer cars, up to a 
floor level of half the cost, depending on 
how recently the income earner had to 
incur the expense of buying his car. 

There were, obviously, visible initial 
‘gaps in meeting the full needs, in local 
currency or foreign exchange, hut it was 
held that, over a limited lead period, the 


resource situation both for the househol¬ 
ders and for the economy would even out.* 
To reinforce this, the government gave 
added fillip to the existing motor bus, 
coach-work and component manufactur¬ 
ing plant.* By these means, the capital 
financing was realised with minimum 
strains. Some of the infrastructure costs, 
involving the liew system of public com¬ 
muter facilities, were carried as additions 
by the state as part of social cost. On the 
ratio of 25 cars or taxis to one bus, there 
should have been some resources available 
to spill-over into the financing of infra¬ 
structure costs, through the margins of ex¬ 
cess value of the 25 car ratio over one 
bus purchased.^ 

As a result of these steps, the present 
situation emerged, with a society, of all 
age levels and work types, moving freely; 
while previous car users still enjoyed the 
same ‘facilities’ they looked to as before, 
from their homes to their destinations and 
back.® Quite obviously there was still 
room for improvement, particularly 
noticed in the historically more ill-planncd 
residential zones, with their far from sym¬ 
metrical layout and their tortuous lanes. 
But these shortcomings were truly margi¬ 
nal compared to the total situation. Their 
problems had to do with essential physical 
planning rather than transport logistics. 
It seemed that, given time, they would be 
overcome. 

There were two methods of approach 
which the authorities use as overall policy. 


One was a forward planning to contain 
the future population level of the city, 
which was obviously not for commuter 
purposes alone. The second was a fairly 
firm policy of re-zoning within the zones, 
to ensure that all community facilities arc 
provided within each zone, and that the 
population does not jump zones for these 
facilities. In other words, the aim has 
been to relate the community in each zone 
to its own area for shopping, schooling up 
to secondary level, health and medical 
care except for specialist attention, and 
so on. The so-called city centre was to 
be a commuter need — department stores 
etc —only on an average weekly basis.'^ 
Central government and listed office pur¬ 
poses were planned on the basis of daily 
commuting need. 

This re-zoning within zones has already 
developed, but has a long way still to go. 
Where it has been finalised, it has achiev¬ 
ed tremendous change and given new 
satisfactions. Among them are the defacto 
‘walkway' situations that have arisen 
within the zones. These features arc obvi¬ 
ously strong in the wider city expansion or 
suburban programmes aided by planning 
from zero situations and distance from the 
city centre. Of great interest is that the 
suburban zones have assumed a near cir¬ 
cular pattern round the city, in a set of 
‘saucers’, each saucer being a zone and 
each being linked to the city and to the 
other zones by highways. By this means, 
‘spaciousness and proximity’ seem to have 
—Over to page 82 
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been both attained, as well as smooth 
integration with the overall city transport 
systems. (Diagram III) 

With such free and full use of the pub¬ 
lic transport system at all hours and by 
all sections and compositions of the popu. 
lation, an element in consumer satisfaction 
that has been introduced is a system of 
security services. Transport patrols move 
within the localised areas especially during 
the late hours; and similarly on the high¬ 
ways, with the added feature of such per¬ 
sonnel boarding the buses at random. The 
bus stations are provided for on a round 
the clock basis. 

The same replica does not apply to every 
city in the world; but Pedesirapolis has 
proved beyond doubt a few things. It has 
proved that what the motorcar revolution 
created, viz travel to and from the 
‘doorstep’ of each household, it can pro¬ 
vide by public means. It has also proved 
that it is quieter and easier going around 
in the public places, and more beautiful. 
It i'has established a dimension for the 
city, as an extension of the home and 


perhaps part of the family life style. It 
has made standard, ideas on peripheral 
and self-contained zones, that were known 
before but not carried wholeheartedly. 
And it has shown that these can be realis¬ 
ed without undue problems. It has thus 
established a sustainable mechanism for 
societies, in cities in terms of meaningful 
living and moving around. What with all its 
still noticed shortcomings, Pedestrapolis 
is perhaps a prototype that will ultimately 
be found in all cities. 

References 

1. It is noteworthy that traffic growth, to a 
point of *s(andstiir. need not be the only moti¬ 
vator for a reformation. In the capital city of 
another country which had to clamp down on all 
private car imports for foreign exchange reasons, 
the need arose to step up public facilities sharply, 
leading now to the beginnings of a scheme similar 
to Pedestrapolis. In fact this situation could be 
easier to handle since private cars are in any case 
getting effete; it represented an opportunity not 
to be missed. 

2. Overcrowding varied by times and by routes 
and additional capacity was derived from an 
aggregate of peaks weighted for traffic load. 


3. On thelpremise that in the traditional system 
of private transport, there is a continuous flow of 
‘fliture generation buyers' of private cars, a 
scheme obtains for income earners at that level 
to furnish as loans to the state a notional capital 
cost of what has been defined as a 'standard* 
car. 

4. Domestic car assembly capacity was diver¬ 
ted, in a planned way, to tractor and truck 
manufacture etc.; and for mini-vehicles. 

5. However, this was partly Toffset by a liberal 
approach to the purchase of taxis for special 
service, such as to the airport, hospital etc., from 
the residential zones; and by taxi owners as such 
not being liable to the capital contribution men-^ 
tioned earlier—they contributed, like any others, 
if there were private car owners. Taxis not 
purchased were allowed to operate for the present 
within the residential zones if they so wished, or 
to move to outstations in the country. 

6. A pleasant feature was the voluntarily 
practice for VIPs and DPLs also generally to use 
the public transport system. As a rule, this 
obtains, the exceptions being state functions and 
other protocol needs. 

7. There would be daily commuters but on 
average a commuter or family was not expected 
to need the city centre except once a week or so. 
There was of course no restriction by compul¬ 
sion. 
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• *1 

r. h. L : regional 

problems and policy 


The hopes that economic growth generated by the creation of the 
Common Market would bring the European Economic Community's 
regional imbalances within reasonable limits have not fructified. The 
Community has therefore decided to create two policy Instruments —the 
regional fund and the regional policy committee—to set right the 
Imbalance* 


Regional oiFPERENCitS in Icvclii of econo¬ 
mic development exist within all of the 
Community’s member countries. But when 
one compares regions throughout the 
Community as a whole, the disparities are 
inevitably much, much greater. The poor¬ 
est regions arc in the south of Italy and 
the west of Ireland. The most prosperous 
regions—Hamburg, Paris, Brussels, and 
so on have an income per head scveriil 
times higher. 

The main problem regions fall into two 


ture and high levels of unemployment. 

Many of the regions concerned are locat¬ 
ed at the periphery of both their national 
territory and the Community, which clear, 
iy aggravates the problems. And distance 
is an even more important factor for 
Greenland, with its special problems of 
sparse population and unhospitable cli¬ 
mate, and the French overseas depart- 
menls. 

One must not forget either the problems 
faced by certain regions adjoining the 


WINDOW 

ON 

THE WORLD 


categories^ First, there arc the underdeve¬ 
loped rural areas, largely dependent on 
agriculture and characterised by low levels 
of income, high levels of unemployment, 
underemployment and outward migration, 
and inadequate public infrastructure. 
Typically such areas arc in the Italian 
Mezzogiomo, Ireland and parts of France. 

Second, there are the once rich regions 
based on industries now in decline, such as 
coal, steel, shipbuilding and textiles. Such 
regions are found in the older industrial 
^ regions of the United Kingdom in parti¬ 
cular, but in parts of France, Belgium and 
elsewhere too. They are characterised 
above all by an outdated industrial struc¬ 


Community’s internal frontiers, and those 
of congestion, pollution and urban decay 
which face many big conurbations in 
richer and poorer areas. 

From its inception the Community has 
acknowledged the existence of its regional 
problems and disparities. The Treaty of 
Rome permits various exceptions to nor¬ 
mal Community rules in order to protect 
the less-favoured regions. And the Com¬ 
munity has always had various hnancial 
instruments which make available loans 
and grants to help solve their problems. 

The European Coal and Steel Commu¬ 
nity (ECSC) has made loans totalling 
nearly 4,000 million ua* to help moder¬ 


nise the coal and steel industries or attract 
new job-creating industry in coal and 
steel regions. Such loans last year totalled 
over 1,000 million ua. 

The European Investment Bank (EIB) 
has made available over 6,000 million ua 
in loans, the bulk of it for regional deve¬ 
lopment purposes. Last year 75 per cent of 
the 1,000 million ua lent was for regional 
projects. 

retraining schemes 

The European Social Fund (ESF) and 
the European Coal and Steel Community 
have together made grants totalling 1,400 
million ua for training and retraining wor¬ 
kers otherwise unable to obtain jobs. 

The Guidance Section of the Euro¬ 
pean Agricultural Fund (FEOGA) has to 
date spent 1,800 million ua in grants to 
help modernise the structure of agricultu¬ 
ral production and distribution. 

The Community s total financial assis¬ 
tance has not therefore been negligible, 
and a considcnible proportion has gone to 
less prosperous regions, but its impact has 
not been sufficient in view of the scale of 
the problems faced. 

It was hoped from the beginning that 
the economic growth generated by the 
creation of the Common Market, plus the 
special efforts outlined above, would be 
sufficient to bring the Community's regio¬ 
nal imbalances within reasonable limits. 
By 1975 it was clear that these hopes 
remained unfulfilled. 

It was also clear that the persistence of 
the Community's regional disparities were 
a major obstacle in the path of continued 
economic integration. Further Community 
progress in this direction requires a much 
greater convergence of the economic poli¬ 
cies of the member states, • and this is 
simply not possible while certain national 
econom es and budgets have to bear such 
crippling burdens. 

In recognition of these facts the Con’- 

•Onc unit of account =^£0.42 or $1.20. 
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therefore moved a stage Airther, 
with the creation of its first two specific 
pgipnal policy instruments: the Regional 
i^und and the Regional Policy Committee. 

The European Regional Development 
Fund was established in March 1975, with 
athree^year budget of 1,300 million ua 
(300 mua for 1975, 500 mua for each of 
1976 and 1^77). The Fund makes grants 
to help industrial and service sector invest¬ 
ments which create new or safeguard exist¬ 
ing jobs, for infrastructure investments 
(roads, water supply, industrial estates, etc) 
linked with these productive investments, 
and for infrastructure investments in cer¬ 
tain less favoured runil regions. The invest¬ 
ments must be located in areas which 
' qualify for national regional aid and be 
supported by national public lunds. 

special key 

The Fund's resources are shared out 
according to a special key fixed to reflect 
the extent of the regional problems in the 
different member states : 

Italy 40.0% Ireland 6.0% 

United Netherlands 1.7% 

^Kingdom 28.0% Belgium 1.5% 

France 15.0%'', Denmark 1.3% 

W. Germany 6.4% Luxembourg 0.1 % 


Applications for grant arc submitted by 
the national governments. Up to April 
1977 the Commission had approved 
grants totalling 946 million ua for 3,327 
investment projects. The table alongside 
gives (he regional breakdown of the 
grants approved. 

^ Grants are psiid to the national autho- 
rities, who can either pass them on to the 
individual investor, or retain them as part 
reimbursement of national expenditure on 
the projects concerned. To date all govern¬ 
ments have taken the second alternative as 
far as private sector investments are con¬ 
cerned, but in most cases grants for infras¬ 
tructure projects are passed on to the 
regional local authorities involved. 

The retention oi the grants by the natio¬ 
nal authorities is acceptable provided it 
does not lead to a reduction of national 
expenditure on regional development. In 
^other words, the additional resources must 
be used for additional regional develop¬ 
ment projects which could not otjtierwise 


have been financed wkhin the year in account for the European Regional Deve- 
question so that the total regional develop- lopment Fund in 1978. (In the same units 
ment eiSbrt is increased by the amount of of account the Fund has about 400 million 
the receipts from the Fund. How best to available in 1977.) 
ensure that this is the case has perhaps An active and comprehensive regional 
been the main subject of public contro- policy is necessary for four main reasons: 
vmy concerning the Regional Fund. _ The establishment of the Common 

The second instrument of Community Market did much to stimulate economic 

regional policy, set up at the same time growth during the 1960s and brought 

as the Regional Fund, is the Regional benefits to both richer and poorer 

Policy Committee, composed of senior regions. But it did little to reduce the 

national and Commission officials. Its task gaps between them; 
is to keep the development of the regions — the economic crisis has aggravated the 

under constant review, to compare and problems of the traditionally poorer 

assess national regional policies, which regions and also created new problems; 

must clearly be compatible both with each — Community policy decisions in other 

other and with Community aims, and fields can have unfavourable conse- 

generally to examine all aspects of Com- quences for the regions; 

munity activity which affect the regions. It — the persistence of major regional im- 

advises the Commission and the council balances is a major obstacle to the 

of ministers where Community-level action convergence of national economic 

is needed in order to protect regional policies without which further progress 

interests. towards economic integration is not 

On June 1, 1977 the Commission propos* possible. 

ed a series of measures aimed at develop- This new situation requires the new 
ing a new active and comprehensive Com- Community regional policy to be more 
munity regional policy. ambitious than in the past. Indeed, even at 

It iiad already decided, on May 26, as times of sustained grv^w ih ihc compensa- 
part of the Community budget, to propose tions to the less-favoured regions have 
a figure of 750 million European units of not been sufficient to resolve the problem 

European Development Fund : Aid Granted In Million Units of 
Account during October 1975-April 1977 

(million ua) 



Industrial, handi- 
craft and service 
activities 

Infrastructure 

Rural infras' 
Iruclure 

Totals 

Belgium 

3,67(16) 

13,80(91) 

— 

17,47(107) 

Deiynark 

1.91(19) 

12,46(86) 

— 

13,65(105) 

W. Germany 

17,67(227) 

24,44(161) 

— 

42,11(388) 

France 

43,97(302) 

74,64(133) 

3 88(6) 

122,49(441) 

Ireland 

34,44(76) 

27,94(128) 

9,84(26) 

72.22(230) 

Italy 

115.05(227) 

52,37(91) 

22,08(276) 

389,50(594) 

Luxembourg 

— 

075(1) 

— 

0.75(1) 

Netherlands 

— 

15,58(11) 

— 

15,58(11) 

United 

kingdom 

102.71(298) 

161,08((1093) 

8,10(59) 

271,89(1450) 

Totals 

318,70(1165) 

383,06(1795) 

43,90(367) 

945,66(3327) 


Exchange rates EDF: 1 u.a.=50 FB =7,5 KD =3,66DM =5,55419 FF =0,416667 £ 
=625 Lira. =3,62 FI. 

Note : Rounded figures: in brackets: number of investment projects) 
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ot r^onai disparities. A oompt^oisive 
approach to the problem of struoiural 
cWige is called for, to help both the 
regions which were underdeveloped even 
b^ore the creation of the Community and 
those which face or are likely to face diffi. 
cult problems or redevelopment. 

Regional policy must be conceived as 
a comprehensive jmlJcy concerning all 
Community territory and all Community 
activity. It must involve a variety of speci¬ 
fic regional measures, bring a “regional 
dimension’’ to other Community policies 
and be closely coordinated with, and com¬ 
plementary to, national regional policies. 

Community regional policy has two 
main aims; on the one hand, the reduction 
of the existing regional imbalances found 
in both the traditionally less-developed 
regions and those in the process of indus¬ 
trial or agricultural redevelopment; on the 
other, the prevention of new regional im¬ 
balances likely to occur as a result of the 
trends in world economic development or 
of policy mea.sures adopted by the Com¬ 
munity. 

These aims must be achieved within the 
framework of an active employment 
policy. In the present economic situation 
of the Community the creation of new 
jobs in the regions suffering from the grea¬ 
test structural unemployment must remain 
a major priority. 

effective monitoring 

The first task is to establish an eifective 
monitoring system which can regularly 
review the situation of all the Community's 
regions and define where Community 
action is required. Then, every two years 
beginning in 1979 the Council, on a pro¬ 
posal from the Commission, will set pri¬ 
orities and guidelines to be followed by 
both the Community and the member 
states. 

From now on, in preparing its proposal 
in all main fields of Community policy the 
Commission will take account of the 
regional consequences of those policies. 
’The Community will thus be able to take 
into consideration the interests of the 
regions concerned and where necessary 
adopt specific measures to correct any 
negative eilkcts. 

Coordination will be based on the guide¬ 

•ttiBRN aooMomn 


lines to set by the Couaeii end the 
regional ^vdopment programmes of the 
member elates. The C^mtssion is c<»> 
cemed at - particular to bring about the 
coordinated use of disincentives to invest, 
ment in developed regions and the coordi¬ 
nation of ittfrastructiue projects, especially 
in internal frontier regions and to ensure 
that Regional Fund and national resousces 
are used in a complementary way. 

principal instrument 

The principal financial instrument of 
Community regional policy is clearly the 
Regional Fund. But the Community’s 
effective contribution to regional develop¬ 
ment will be greatly increased by the co¬ 
ordinated use of all Community financial 
instruments, including its loan facilities. 

As far as the Regional Fund itself is 
concerned, a number of important changes 
arc proposed: 

(i) The Fur d is from now on a permanent 
instrument of Community regional 
policy and its resources will be fixed 
each year as part of the general Com¬ 
munity budget. The Commission has 
propored 750 million EUA for 1978. 

(ii) The Fund will be divided into two 
sections. The larger section (650 
million EUA for 1978) will provide 
support for national regional policies 
as in the past and will be based on 
the existing system of national quotas. 
The remaining 100 million EUA will 
be used to finance specific Community 
actions outside the quota system. 

(iii) Two categories of regions will benefit 
under the quota section of the Fund: 
first the most seriously underdevelop¬ 
ed regions (the Mezzogiorno, Ireland, 
Northern Ireland, Greenland and the 
French Overseas Departments); and 
second the regions facing major prob¬ 
lems of industrial or agricultural 
redevelopment (such as many indus¬ 
trial regions of the United Kingdom 
or agricultural regions of France). 
These regions coincide with the natio¬ 
nally aided areas currently eligible for 
Regional Fund assistance. 

(iv) The non-quota seetibn of the Fund 
will be used to combat specific prob- 
lems whish arise in either the regions 
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el le undw the quota eectioo; or 
in: 

—Areas a Acted by Communily poti^ 
decisions. These will be determined 
in the light of these decisions and may 
be inside the nationally aided areas or 
in other parts of the Community; 

—Regions at the Community’s interal 
frontiers which fed the effects of 
integration with particular sharpness, 

(v) The rates of grant can be varied accor¬ 
ding to the categories of region and 
the nature of the proUems. Infras- 
tructure projects which contribute to 
regional development can receive 
grants of between 10 and 50 per cent 
of their investment cost; for Indus-, 
trial and service sector projects the 
rate of grant will be closely related to 
the number of jobs created or safe¬ 
guarded. 

•pMCific actions 

(vi) The specific actions to be financed by 
the non-quota section will be deter¬ 
mined by the Council, on a proposal 
from the Commission. One specific 
action is proposed immediately, 
namely a system of interest rebates of- 
five percentage points on loans from 
the ECSC, the European Investment 
Bank or new Community loan facili¬ 
ties. In addition, the Commission is 
examining the case for establishing a 
system for taking shares in the risk 
capital of companies, via existing 
national regional development bodies. 

(vii) The proposals require the member 
states to indicate clearly how Regio¬ 
nal Fund resources are used. 

The scale of the task involved requires 
the creation of a mechanism c^ble of 
appreciating regional problems in all their 
aspects and indicating the guidelines for 
coordinated Community and national 
action. The Commission considers that 
consultation between the Community, the 
member states, the employer’s orgam'sa- 
tions and trade unions and representatives 
of regional and local authorities is needed. 
It will put forward proposals with this in 
view during the discussions to take place 
in the Council. 

—Commision qf the European conmml- 
ttes. 
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Wlim IWM racMitlr in 

BodSlwy. I was amused and pleasantly 
surprised by the normalcy of life, despite 
the mass strike of state government 
employees. No doubt there were disloca¬ 
tions here and there, particularly in the 
distribution of Aarey milk. But, by and 
Imge, the imsiness of the city—and I pre¬ 
sume the state—seemed to go on much 
as usual. Now, what can one reasonably 
make of it? It is of course tempting to 
conclude that governments are an expend¬ 
able luxury or even an outrageous imposi¬ 
tion. But that would be a rash judgment. 
If the trouble continues for a sufficiently 
long period, the public is bound to be 
aSbcted. But it seems to me to be a fair 
assessment that the limited impact of the 
strike so far on the day-to-day affhirs of 
the community is some evidence that much 
of the form-filling and file-pushing which 
seems to be what administration is about 
these days is not really relevant to what 
concerns or interests the people in their 
everyday life. 

Could this mean that the greater part 
of the bureaucracy is a non-functional or 
non-functioning moss and that its main 
purpose is to provide some occupation to 
the products or, perhaps, victims of our 
essentially non-utilitarian system of educa¬ 
tion? 

This kind of wasteful employment is to 
be found also elsewhere than in govern¬ 
ment. I could immediately think of the 
banks, especially as they are after the 
nationaliration of the larger ones among 
them. Thanks largely to the explosive 
expansion of branch banking, this indus¬ 
try has become disgracefully overmanned. 
It is only to be expected that, given the 
militant trade unionism of bank emp¬ 
loyees and the continuous swelling of their 
ranks, the power of numbers should have 
gone to their heads. The result is that the 
union leaders are able to get away with 


omrder. In the last week of December, 
bank employees struck work for two days 
and since these days were followed by a 
bank holiday and a Sunday, the business 
community and the general public had to 
do without bank facilities for four days 
at a stretch. This was not all. The bank 
employees also threatened to non- 
cooperate with the management until their 
demand for wage negotiations was met. 
The threatened non-cooperation was of 
course with the public rather than with 
the management, since the managements 
themselves seem to have lost heart in 
“managing”. The most surprising part of 
it is that no disciplinary action has been 
takoi even against the key promotors of 
the unauthorised stoppage of work. On 
the contrary, the demand for talks on 
wages has been conceded and conciliation 
proceedings are taking place. The excesses 
of the emergency may have fallen into 
disfavour, but it still remains true that 
nothing succeeds like excess. 

In a recent issue of 

The Times of India Sunday Magazine, 
Mr Inder Malhotra, launching a scathing 
attUbk on Mr M.O. Mathai's “Reminis¬ 
cences of Nehru Age”, described the 
author as not only a braggart, but also a 
blackguard. Since I myself have called 
Mr Mathai a cad in these columns, I can¬ 
not argue that he has been harshly 
dealt witli by his most recent non¬ 
admirer. 

All the same I must mention at least one 
or two of quite a few illogicalities in Mr 
Malhotra's observations on Mr Mathai's 
book. Mr Malhotra writes: “Mr Nehru 
was 58 when he became prime minister 
and for all his unique greatness was 
hum'an enough. He was also a widower. 
There would be nothing unusual if he 
found happiness in the company of some 
women friends”. True enough, but then 
how is this relevant as a criticism of what 


MOVING 

RNGER 


Mf Mathai hac written about **Nehnt and 
Women’*? 

Provided the account is factual, 
information of this kind certainly has a 
place in any account of a public figure 
and Mr Mathai himself has shown an 
even more liberal understanding of 
Nehru's frailty, if frailty it was, than Mr 
Malhotra. 


This is not to argue that there is not 
much vulgarity in Mr Mathai’s book, but 
one could protest too much against the 
lapse. In any case, if the more titillating 
passages from Mr Mathai’s book have 
been serialised in the popular press, who 
is Mr Malhotra to throw the first stone? 
Did not his stable-mate, Mr Khushwant 
Singh, carefully extract for publication in 
The Illustrated Weekly of India the por¬ 
tions dealing withGandhiji'shra/i/^focA^ryo 
experiments from Mr Ved Mehta’s book 
‘‘Mahatma Gandhi and his Apostles*’ 
which, as Mr Mehta himself has pointed 
out, is 260-pages long? Why blame the 
authors when there are so many people 
around who are only too ready to feed on 
their vomit? 


Incidentally, Mr Mathai 

seems to have upset the reviewers so much 
that hardly any of them had anything to 
say about his account of a son born to 
Nehru and left by the child's mother to 
the care of some convent in Ba^hgalore. 
Mr Mathai’s version has at least the 
merit of being circumstantial and if there 
is any truth at all in what he has said, 
Nehru's conduct, surely, was indefensible. 
To have an affair is one’s private business, 
but to discard and disown the offspring 
and make no provision whatsoever for its 
care and upbringing is not conduct which 
can be excujied in anyone. Mr Mathai's 
account has been before the public for 
some time now and, so far as I know, 
nobody has come forward to refute him. 
Assuming that he has uttered the truth, 
Nehru's unnatural behaviour should be 
deplored for more reasons than one. 
The Congress, for instance, might not have 
faced a post-Indira leadership«probIem, for 
there would have been a claimant more au¬ 


thentic than Mr 
Sanjay Gandhi 
ever was. 
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jud to govenuBant policies^ 
procedures, etc. 

On the occasion of the fair, 
a number of conferences such 
as the Afiro-Asian technology 
conference, radio and electro¬ 
nics convention, the third 
international seminar of eco- 


nntied free frtreign exdtai^e 
for servicing loan r^ayments. 
The remaining three capital 
grants are intended for the 
purchase of a wide variety of 
machines and equipment for 
existing and new productive 
capacity. 


Engineering Feir 

In cooperation with the gov- 
eminent of India, the Associa¬ 
tion of Indian Engineering 
Industry (AIEI) is holding the 
second Indian engineering 
trade fair in New Didhi from 
February 1 to 13, 1978. The 
fair will be inaugurated by the 
prime minister, Mr Morarji 
Desai. 

The fair is designed to show 
the capabilities built up by 
India in the engineering field 
and the technological advances 
made by it in the recent years. 
Over 200 Indian engineering 
companies, both from the 
public and the private sectois, 
including small-scale units, will 
be participatiag in the fair. 

Particular projection is be¬ 
ing attempted about the achieve¬ 
ments in such lines as welding, 
foundry, automobile anjilla- 
ries, electronics, light engi¬ 
neering, air-conditioning, basic 
metals, consultancy, heavy 
mechanical and electrical 
equipment, ship-building, com¬ 
pressors, industrial machinery, 
machine tools, mining, etc. 

Good Prospects 

A large number of overseas 
visitors, both from the deve¬ 
loped and the developing coun¬ 
tries, are expected to visit the 
fair. The assotiition antici¬ 
pates that the fair may result 
in generating business at least 
to the tune of Rs 50crorvS. 
The first such fair, organised 
by the association in Febru¬ 
ary, 1975, rosLiited in businc.ss 
inquiries of the order of Rs 44 
crores, of which RslOcrores 


worth inquiries related toVxport. 
This fair led to the launching 
of an aggressive, result-orient¬ 
ed trade mission programme 
by the association to 18 coun¬ 
tries in Africa, west Asia 
and south-east Asia. The 
results following the first fair 
and the trade mission pro¬ 
gramme have been quite whole¬ 
some, Encouraged by them, 
the association has set before 
itself the target of stepping up 
exports of engineering goods 
to as much as Rs 1,0C0 crorcs 
by 1980. 

Joint Ventures 

In a bid to foster joint ven¬ 
tures abroad and India's col¬ 
laboration with the developing 
countries, invitations for visit¬ 
ing the fair have been extend¬ 
ed by the AIEI to international 
agencies dealing with projects 
around the world. These agen- 
cie.s include the World Bank, 
the Asian Development Bank, 
the UNIDO, the European 
Economic Community, etc. 
The prime contractors from 
the advanced countries have 
also been invited to sec India's 
capabilities so that they can 
draw upon them. 

In view of the stress being 
placed on the development of 
small-scale industries in the 
country and in recognition of 
the role already being played 
by this sector, the government 
of India is organising a special 
ceil in the trade fair to give 
on-the-spot information and 
advice to young engineers and 
other young entrepreneurs, 
who would like to set up their 
own small-scale units, in rc- 


nomic journalists, technical 
consultancy services conference, 
small-scale industries confe¬ 
rence and a buyer-seller meet 
for the foundry industry will be 
organised by the Indian Institute 
of Welding, the All-India 
Radio and Electronics Associa¬ 
tion, the Forum of Financial 
Writers, the National Associa¬ 
tion of Consulting Engineers 
and the AIEFs foundry and 
small industry divisions. These 
will have intornitiona] partici¬ 
pation. 

British Grants 

Five agreements to the value 
of £144 million (Rs 228 crorJs) 
were signed recently by Mr 
W.L. Allinson, the acting 
British High Commissioner, 
and Dr Manmohan Singh, 
secretary, department of Eco¬ 
nomic Affairs, ministry of 
Finance. This is the largest 
amount Britain has ever 
signed over at a single cere¬ 
mony of this kind in India. 
The agreements comprise 
Rs 110.8 crores (£70.0 million) 
for maintenance aid, Rs 47.5 
crorcs (£ 30 million) for 
major projects, Rs 31.7 crorcs 
(£ 20 million) each for the 
impoit of capital investment 
goods, and for the coal and 
power sectors, and Rs 6.3 
crores (£4 million) for debt 
refinancing. The entire assis¬ 
tance under these agreements is 
in the form of ^ants. The 
siaintenanoe grant will be used 
fr^tlee import from Britain of 
maintenance goods, including 
raw st«fbfu^s, cempo. 

nenfs and commpdities. The 
debt leftnandng ^aht.provktes 
the g^vemm^t etf li^ia with 


India-EEC Pact on 
Textiles 

The textile negotiations 
between India and the EEC for 
a new five-year agreement 
ended recently when the heads 
of the two delegations initialled 
the text they had hammered 
out over a 10-wcek period. The 
danger of unilateral measures 
against the Indian exports 
under Article 19 of GATT is, 
therefore, over. But the new 
agreement is considerably more 
restrictive than the one it rep¬ 
laces. This is admitted by the 
Community's negotiators who 
maintain, nevertheless, that 
India has been more favourably 
treated than any of the other 
major suppliers. They point 
out that the quotas have been 
increased substantially in the 
case of a dozen or so products 
subject to self-restr:iint and 
that in the case of all products 
Indian exporters will enjoy 
security of access fo the Com¬ 
munity market in terms clearly 
spelled out in the new agree¬ 
ment. 

Article 1 in fact stipulates 
that the EEC will not take 
administrative or procedural 
measures having equivalent 
effect to the quantitative restric¬ 
tions. But whereas the old 
agreement was limited to cotton 
products, the new one includes 
man made fibres and wool. 
The number of products sub¬ 
ject to quotas is also nearly 
twice as large. Annual growth 
rates on the other hand are as 
low as 0.25 per cent for cotton 
fabnes, as against seven per 
cent at present and around one 
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per^t for sbirts and bloases 
ev^ though th« overall rate b 
•ix per cent. But the most un- 
(leaeonable departure relates to 
the trigger mechanism, which 
covers products not under spe¬ 
cific restraint. Under this 
mechanism the EEC can ask 
for consultations should the 
imports of a given product 
reach a pre*determined level of 
the EEC total imports of that 
product. If the consultations 
are unsuccessful the Community 
will fix a quota probably at the 
level of the trigger point. 

India-US Joint 
> Commission 

The India-United States 
Joint Commission held its 
third meeting on January 3. 
The joint commission wel¬ 
comed the initiatives being 
taken in the Economic and 
Commercial subcommission and 
the joint business council in 
removing problems in bilateral 


tradeand in sdpporting com¬ 
mercial cooperation between 
Indian and the US companies 
in third countries. The joint 
commission welcomed the ex¬ 
pansion of joint activities under 
the Agricultural Inputs Work¬ 
ing Group and proposed a 
change in its name to Agricul- 
tural Inputs and Associated 
Technology Group, with a 
broad mandate to maintain a 
dialogue and initiate joint dis¬ 
cussions and research projects 
in the field of agricultural 
inputs, marketing and process¬ 
ing. The joint commission 
welcomed the proposal to 
form another group—Indus¬ 
trial Working Group—to under¬ 
take joint discussions and 
research in the field of indus¬ 
try including small-scale Indus- 
try technology, appropriate 
technology and government 
sponsored industrial high tech¬ 
nology. 

The joint commission sup- 


ported the objective of the 
Education and Culture Sub¬ 
commission to increase the 
number of fellowships from 
ten to fifteen and to initiate a 
visitorship programme; to hold 
two seminars in 1978; to open 
an exhibition in India in 1978 
and one in the US in 1979; and 
to exchange films and TV 
documentaries during the com¬ 
ing year. In addition, both 
governments will strive to 
support and expand sub-com¬ 
mission activities. 

The joint eommission on 
Science and Technology sup- 
ported an expansion of coope¬ 
rative research in new fields of 
wildlife and habitat, solar 
activity related to weather 
phenomena, oceanography, 
earth sciences and small Indus, 
trial technologies. The two 
governments noted the progress 
in bilateral cooperative research, 
recommended meetings of ex¬ 
perts to develop projects in 


additional fields and urged 
streamlining of .procedures for 
government approval of pro¬ 
posed research. 

Landsat Ramota 
Sensing Data 

The secretary of state of the 
United States, Mr Cyrus 
R. Vance and the minister of 
External Aflaiis of India, Mr 
Atal Bihari Vajpayee, signed 
recently a memorandum of 
understanding which will result 
in India receiving Landsat 
remote sensing data direct 
from the Landsat. This should 
give India an important additio¬ 
nal tool for development. The 
Landsat will provide informa¬ 
tion which will be useful in 
estimating crops and yields, 
range land'management, forest 
and water resources, mineral 
and oil exploration, geologic 
survey and mineral resources 
management, map making, 
land use planning, health and 
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enviroamciital protection, in 
monitoring marine resources, in 
disaster warning and relief, as 
well as in planning of large 
river basins and of the deserts. 

Duty Exumption on 
Import of Cemont 

The government has decided 
to exempt imported cement 
from the whole of the import 
duty leviable thereon. This 
concession is expected to 
facilitate the import of cement 
to meet the country’s demand. 
This’ concession came into 
effect from January 4, 1978 
and will be in force up to and 
inclusive of March 31, 1979. 

Communication 
Facilities in Villages 

Fifty thousand villages in the 
country would be covered by 
mobile post offices in 1977-78. 
So far 27,236 villages have 
been covered under this scheme. 
This was staled recently by 
the minister of Communica¬ 
tions, Mr Brij Lai Verma, at 
the meeting of the consultative 
committee of members of par¬ 
liament attached to his minis¬ 
try. The minister added that a 
policy decision had been taken 
by the government to provide 
public call telephone facility at 
all places having a population 
of 5,000 or more in ordinary 
areas. In hilly and backward 
areas, telephone facilities would 
be provided in all villages with 
a population of 2,500 or more. 
In smaller villages facilities 
would be provided at the places 
having police stations under 
the charge of an officer of the 
rank of sub inspector of police 
or above and tourist and pil¬ 
grim centres if the anticipated 
revenue was more than 25 per 
cent of the annual recurring 
expenditure in ordinary areas, 
15 per cent in backward areas 
and 10 per cent in hilly areas. 

Telephone and telegraph 
facilities under the new policy 


were thus expected 10 be pro¬ 
vided in approximati^y 4,000 
more places to whi<^ about 
1,000 were those pending 
under the previous policy and 
extend to 3,000 villages, was 
envisaged under the new policy. 
It was the intention of the 
department to cover these 
places within the next two 
years, the minister added. 
Post offices were at present 
functioning in over 108,000 
villages in the country. 
During the current year it was 
planned to open 3,100 more 
post offices in villages. In 
addition, postal counter facili- 
lies through mobile post offices 
arc planned to be extended to 
50,000 more villages during 
the current year. Postmasters 
would go on cycles and pro¬ 
vide mobile post office services 
in neighbouring villages. With 
the completion of this scheme, 
postal counter facilities are 
likely to become available in 
over 162,000 villages by the 
end of the year. 

Foreign Contributions 

The central government has 
amended the Foreign Contribu¬ 
tion (Regulation) Rules 1976 
in order to provide relief in 
respect of two aspects. Inti¬ 
mation about receipt of foreign 
contribution by an association 
referred to in Sub*section(l) of 
Section 6 shall be given for 
every half year beginning on 
the first day of January and 
the last day of July eveiy 
year in form FC-III, in dupli¬ 
cate, within 30 days of the 
closure of the half year instead 
of within 30 days of receipt of 
the contribution as was pres¬ 
cribed earlier. The accounts in 
respect of foreign contribution 
will now be maintained on an 
yearly basis instead of on six 
monthly basis and tbe state¬ 
ment of accounts duly certified 
by a chartered .tccountant 
will now be submitted to the 


secretary to the goverameirt of 
ladk jn the ministry of Home 
Affairs, New Delhi within 60 
days of the closure of the year 
instead of within 45 days of 
the closure of the year. The 
year for this purpose will be 
the calendar year commencing 
IVom first day of January. 

Rajasthan Financial 
Corporation 

The Rajasthan Financial 
Corporation (RFC) has signed 
an agreement with United 
Commercial Bank, under which 
the latter will provide working 
capital on liberal margin to 
small-scale units to whom RFC 
sanctions term loans for fixed 
capital. The agreement was 
signed by Mr T.V. Ramanan, 
managing director of the corpo¬ 
ration and Mr M.L. Chhajlam' 
divisional manager of UCO 
Bank recently. Under the 
agreement, UCO Bank would 
provide working capital loan 
on considerably reduced mar- 
gin to RFC assisted unemploy¬ 
ed technocrats and other small 
scale units in the state. In case 
the margin is not available 
from the technocrat entrepre. 
neurs, they will be required to 
take out an insurance policy 
for their life for the value equi- 
valent to the amount of mar¬ 
gin money required on tbe 
working capital facility allow¬ 
ed by the bank. 

Coordinated Effort 

The corporation and the 
bank have both agreed to 
extend their mutual coopera- 
tion and help in the inspection 
of units and in devising 
schemes of rehabilitation of 
. industrial units, which are 
facing various difficulties in 
running the units. They will 
help each other in the matter 
of recovery of loans and will 
exchange information of mutual 
interest. It may be recalled 
here that RFC has been mak¬ 


ing qiecial effbrts to. make 
arrangements with thn com" 
merciai banks for ooopm'ation 
and coordination in areas 
like appraisal of credit nee^ 
of the industrial units, sanction 
on fixed and working capital 
loans etc, in order to provide 
package financial assistance to 
small scale industries. In this 
context RFC has already made 
aggreements with six leading 
banks viz. The Bank of Rajas¬ 
than Ltd, Central Bank of 
India, Punjab National Bank, 
State Bank of India, Indian 
Bank and State. Bank of Bika¬ 
ner & Jaipur. 

Marktt for 
Industrial Fasteners 

Industrial fasteners can com¬ 
mand a huge market in Den¬ 
mark as the building construc¬ 
tion industry there is growing 
at a rapid rate. Moreover, 
Denmark relies on imports to 
the extent of 80 per cent for 
this item. Both on qualitywise 
and pricewise Indian fasteners 
can compete very well as the 
retail prices there are very 
high. Inspite of the huge tran¬ 
sport costs Indian fasteners 
would still be competitive. 
According to a survey conduct¬ 
ed by the Trade Development 
Authority, besides the cons¬ 
truction industries, machine 
tools, ship-building, general 
engineering industry, electronic 
transmission towers and power 
stations, petrochemical and 
structural industries, agricul¬ 
tural implements and equip¬ 
ment are various important 
users of this item. Since there 
is no automobile production 
plant in Denmark, there is no 
demand for automobile faste¬ 
ners in original equipment. 
Even the replacement markets 
demand for these is being met 
by importing from respective 
original equipment suppliefs. 
The survey report observed that. 
Danish importers were not 
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swan of t&e vast range of fas* 
tmeik being manufactured by 
fndia and also the fact that 
,^ese were being exported to 
most of the European and 
American markets. ‘Market 
Survey for Industrial Fasteners 
in Denmark’ is availabte from 
Trade Development Authority 
and has been priced at Rs 13. 

Company Law Board 

The central government 
issued on January 4, 1978 
notification reconstituting 
three All India Company Law 
{Board benches consisting of 
two members each, three 
regional benches consisting of 
two members each for western 
and southern zones .'ind three 
regional benches consisting of 
two members each for Csastern 
region under the Company 
Law Board (Bench) Rules, 
1975. In addition, two single 
member All India Regions 
Company Law Board Benches, 
jknd one single member bench 
"^for western and southern 
regions and one single member 
bench for eastern region have 
also been constituted. These 
benches of the Company Law 
Board will hear and dispose of 
finally all petitions and appli¬ 
cations made in respect of 
companies functioning through¬ 
out the country, in the wes- 
Xern and southern regions and 
in the eastern region coming 
before them under the Com¬ 
pany Law Board (Bench) 
Rules, 1975. This follows the 
assumption of the office of 
chairman of the Company 
Law Board by Mr P. Krishna- 
murtl on January 1, 1978. 

Mr P. Krishnamurli, chair¬ 
man and Mr P.B. Menon, 
member constitute the first 
two-member All India Com¬ 
pany Law Board bench. 
t)thers who constitute as 
two-member each second and 
third All India Company 


Law Board benches are Mr 
P. Krishnamurti, chairman, 
Mr A. Neelakantao. member, 
and Mr P.B. Menon, member 
and Mr A. Neelakantan, mem¬ 
ber respectively. 

Two members each consti¬ 
tuting three Company Law 
Board benches for western 
and southern regions are Mr 
P. Krishnamuli and Mr 
S. Rajagopalan for the first 
bench, Mr P.B. Menon and Mr 
Rajagopalan for the second 
bench and Mr S. Rajagopalan 
and Mr A. Neelakantan for 
the third bench. Two members 
each constituting three Com¬ 
pany Law Board benches in 
eastern region are Mr 
P. Krishnamurti and Mr S.M. 
Dugar for the first bench, 
Mr P.B. Menon and Mr S.M. 
Dugar for the second bench 
and Mr S.M. Dugar and Mr 
A. Neelakantan for the third 
bench, Mr P.B. Menon and 
Mr A. Neelakantan each cons- 
titutes single member Com¬ 
pany Law Board bench fi'r 
All India regions, Mr S. Raja¬ 
gopalan constitutes single 
member bench for western and 
southerh regions and Mr 
S.M. Dugar constitutes single 
member bench for eastern 
region. 

Scooter Solos Control 

. The government has decided 
to withdraw the control on the 
distribution and sale of scoo¬ 
ters from January 2, 1978. 
However, the permits already 
issued under the Scooters Dis¬ 
tribution and Sale Control 
Order 1969 which has now 
been revoked from January 1, 
1978, will continue to be effec¬ 
tive for deliveiy by the manu¬ 
facturer. Besides the allotments 
of Chetak scooters manufac¬ 
tured by Bajaj Auto Limited, 
against foreign exchange remit¬ 
tances, will continue to be 
made by manufacturer directly 
under the scheme of inward 


nmittances of foreign ex¬ 
change. So far under the con¬ 
trol order, the distribution and 
sate of three makes of Chetak 
and Bajaj-150, manufactured 
by Bajaj Auto Limited and 
Priya, manufactured by the 
Maharashtra Scooters Limited 
at Satara in collaboration 
with Bajaj Auto Limited, was 
regulated by the government. 

Relief to Central 
Government Pensioners 

Central government pensio¬ 
ners have be:n granted a 
further instalment of relief at 
the rate of five per cent of 
pension subject to a minimum 
of Rs 5 and a maximum of 
Rs 25 per month with effect 
from September 1,1977. This 
has been done to compensate 
the pensioners and family 
pensioners for the rise in the 
cost of living. 

International Sugar 
Pact 

The new international sugar 
agreement designed to stabilise 
the free market price of .sugar 
will come into effect from 
January I, 1978, The requisite 
number of sugar exporting and 
importing countries required to 
make the agreement operative 
have notified the United 
Nations, that they approve of 
it. India, which is among the 
53 sugar exporting countries of 
the world, also ratified it. But 
it did so under the reservation 
that it will abide by the agree¬ 
ment only to the e.xtent consis¬ 
tently with its policies in the 
field of controls, taxation and 
planned economic development. 
The agreement, as ratified by 
the international community, 
holds out the expectation that 
the price of sugar in the free 
market will stabilise within a 
range of 11 to 21 cents per 
pound (above Rc 1 and 
Rs 1.80). The stabilisation is to 
be achieved hopefully through 


a combination of export quotas 
and internationally coordinat¬ 
ed, nationally held reserve 
stocks of sugar. 

IDBI Bonds 

The Industrial Development 
Bank of India has announced 
the issue of the tenth series of 
bonds for the aggregate value 
of Rs 50 crore bearing interest 
at six per cent per annum. 
IDBI has reserved the right to 
retain subscriptions up to 10 
per cent in excess of the noti¬ 
fied amount. The i.ssue price 
of the bonds will be Rs 99 per 
cent and they will be redeem¬ 
able at p:ir after 10 years, that 
is, in January 1978. The bonds 
will be issued in the denomi¬ 
nations of Rs^ 1,000, Rs 5,000, 
Rs 10.000, Rs 25.0C0, and 
Rs 1 lakh or in multiples of 
Rs 1,000. Subscrip-ions will be 
received at the offices of the 
Reserve Bank at Bangalore, 
Bombay (Fort), Calcutta, 
Hyderabad. Madras and New 
Delhi on January 9 and JO. 
1978. The subscription list may 
be closed earlier if the issue is 
fully subscribed. The interest 
on the bonds will be payable 
half-yearly on July and Janu¬ 
ary 9. The covernment of India 
has agreed to guarantee the 
bonds as to repayment of 
principal and payment of inte¬ 
rest. With such a guarantee, 
the bonds will be Trustee Act, 
1882 and approved securities, 
for the purpose of the Insu¬ 
rance Act. 1938 and the Bank¬ 
ing Regulation Act, 1949. They 
will also be treated on par 
with government securities for 
purposes of advances to sche¬ 
duled commercial banks, regio¬ 
nal rural banks and state co¬ 
operative banks under Section 
17(4)(A)of the Reserve Bank 
of India Act, 1934. IDBI has 
so for issued nine series of 
bonds of the aggregate face 
value of Rs 247.38 crores. The 
issue of the tenth series of 
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ber of MFL Board of Direc- ^oducts limited. He retiim* 

ed to ICI (India) in mid.1971 


bonds is for augmenting the 
resources of IDBI so as to 
enable it to meet the increasing 
requirements of assistance to 
industry. 

REC Bonds 

The Rural Electrification 
Corporation (REC) has decid¬ 
ed to issue bonds for Rs 10 
crores to augment its resources 
and to enlarge its scope of 
assistance for rural electrifica¬ 
tion, The bonds, which carry 
an interest of six per cent iicr 
annnni, are redeemable after 
10 years. The bonds will be 
issued in denominations of 
Rs 1,000, to Rs 10,000, 
Rs 25,000, and Rs 100,000. 
Subscriptions will open on 
January 10. 1978 and close on 
January 12. The subscriptions 
may be closed earlier if the 
issue is fully subscribed. The 
REC (dans to reserve the 
right to retain subscriptions up 
to 10 per cent in exce.s.s of the 
notified amount. Interest on 
bonds wi:l be payable on half- 
yearly basis on July 10 and 
January 10 every year. The 
bonds arc fully guaranteed by 
the central government as to 
repayment of principal and 
payment of interest. The bonds 
arc approved securities under 
the Indian Trust Act, the Insu¬ 
rance Act and the Banking 
Regulation Act. The issue 
price will be Rs 99 for every 
Rs 109 of the bonds applied. 

ICICI Debentures 

The Industrial Credit and 
Invcstme .t Corporation of 
India Limiied iICICI) proposes 
to enter the capital market with 
an issue of 61 per cent deben¬ 
tures (1998) for Rs 9 crores at 
99.50 per cent with a right to 
retain excess subscription up to 
10 per cent of the issue. Like 
the previous issues, the deben¬ 
tures, which carry guarantee of 
government of India as regards 
repayment of principal and 


payment of interest, will be 
^'approved security** under the 
Indian Trusts Act, 1882, the 
Insurance Act, 1938 and the 
Banking Regulation Act, 1949. 
The fund raised by this 
eleventh issue of debentures by 
ICICI, will enable the corpora¬ 
tion to step up disbursals of 
rupee loans which have been 
substantially higher this year. 

Names in the News 

MrK.K. Shtrma, a senior 
executive of Brooke Bond has 
been unanimously elected 
chairman of the Processed 



K. K. Sharma 


Foods Export Promotion 
Council for a second term. 
Mr Sharma started Jiis career 
with Arvind Group of textile 
mills in Ahmedabad, latter 
joined the house of Godrej 
from where lie came to the 
pi'csciit organisation. 

Dr S. S. Baijal, Managing 
Director, Indian Explosives 
Limited, New Delhi has been 
elected chairman and Dr £aso 
John, managing director, 
Madras Fertilizers Limited, 
Madras, as vice-chairman, 
of the Fertiliser Association of 
India, New Delhi. 

Dr Easo John is the first 
Indian managing director of 
Madras Fertilizesr Ltd. Earlier 
as director, Finance & Admi¬ 
nistration, Amoco India Incor¬ 
porated (1968-74). he was mem- 


tors. 

Dr Baijal has worked with 
the Alkali & Chemical Cor¬ 
poration of India Limited 
and Alul Products Limited. 
He was appointed director 
of Cibatul on behalf of AtuI 


as a director and later in the 
same year took over as techni¬ 
cal director. In August 1974 
he was appointed as the mana¬ 
ging director of Indian Explo¬ 
sives Limited. 


DEPARTMENT OF ATOMIC ENERGY 
Directorate of Purchase and Stores 

The Director, Directorate of Purchase and Stores, Department of 
Atomic Energy, Bombay invites tenders as detailed below: 

]. DPS/RRC/lEE/370 due on 15.2.78. Periscope with binacular 
vision arrangement internal biological protection against alpha and beta 
radiations. Qly I No. 

2. DPS/RRC71EE/373 due on 15.2.78. Ultrahigh vacuum (UHV) 
surface analysis equipment for studying solid surfaces of materials on 
atomic scale as well as reactions proceedings on/at surfaces/interfaces. Qty 
1 No. 

3. DPS/RRC/IEE/375 due on 16.2.78. Double beam atomic absor- 
tion spectrophotometer for the measurement of absorbance, concentration 
and commission with vciy high sensitivity. 

4. DPS/NFQIEE/74 due on 16.2.78. Fuel enrichment scanner to 
detect spec fuel pellets, gaps or voids. Qty 1 No. 

5. DPSy vr:CyiEE/70 due on 17.2.78, Accounting machine, punching 
ni:icliine, inferp/cting key punch and card reproducing, various qty. 

6- DPS/BARC/R-5/IEE/49 due on 17.2.78. Single pen pnumatic 
recorder with alarm controls with linear-square root scale in various qty. 

7. DPS/MAPP/O & MqEE/14 due on 18.2.78. Sodium leak detector 
absolute mode for continuous measurement trace sodium levels in one sonic 
stream of range 0. J to 1000 PPb sodium. Qty 1 No. 

8. DPS/BARC71EE/1395 due on 20.2.78. Instrument for the determi¬ 
nation of oxygen and nitrogen in rcfrnctory meUiIlic compound. Qty 1 No. 

9. DPS/BARC/IEE/1396 due on 20.2.78. Integrated line assembly 
with 2* X 2*" crystal and photo-rnultiplier. Qty 1 No. 

10. DPS/BARC/lEEil39i due on 21.2.78. Mass spectrometer with 
interchangeable tliermionic sources and electron impact iron source suitable 
for temperature uplo 2500®C. Qty 1 No. 

11. DPS/BARC/lEE/1399 due on 21.2.78. Synchro and digital con¬ 
verter (1C). Qly ^ Nos. 

12. DPS/BARC/IEE/1400 due on 22.2,78. Digital to synchro conver¬ 
ter (1C). 

13. nPS/BARC/IEE/1401 due on 20-2.78. Synchro to BCD con¬ 
verter. 

14. DPS/BARC/1EE/I402 due on 23,2.78. Vacuum evaporation 
source. Qly 1 No. 

15. DPS/BARC/IEE/1403 due on 23.2.78. Helium leak detector. Qly 

1 No. 

16. nPS/BARC/IEE/I404ducon 24.2.78, Tethered balloon atmos- 
pheric sounding system for the height of at least 1000 m. Qty 1 No. 

17. DPS BARC/IEE/1408 due on 24.2.78. Electronic analytical 
balance weighing range 0-160.19. 

18. DPS, BARC/IEE/1410 due on 27.2.78. Dichrograph with double 
manochromator for measuring and recording circular dichoism with XY 
lecordcrwiih time base. Qty 1 No. 

19. DPS/BARC^inE/1411 due on 27.2.78. Ultra violet recorder utilis¬ 
ing ultraviolet light reflected from galvanometer to record on photo sensitive 
direct print paper. 

20. DPS'BARC/IEE'1413 due on 28.2.78. Electron multipliers. Qty 

2 Nos. 

21. DPS/HARC/MHD/lEE/25 due on 28.2.78. High resolution 
scanner monochromator. 

Tender documents priced Rs 20 for items 9, 11, 12, 13, 14, 17, 20 & 
21; Ks 30 for item 16: Rs 40 for items 1, 3, 4. 6. 7, 15 Sc 19; Rs 60 for items 
2, 5 & 8; Rs 80 for item 18 and Rs JOO for item 10 and general conditions 
of contracts priced Rs 0.50 paisc can be had from the Finance and Accounts 
Officer, Department of Atomic Energy, Directorate of Purchase and Stores, 
3rd floor, Mohatta Building, Paiton Road, Bombay-490001 between 10 a.m. 
and 1 p.m. on alt working days except on Saturdays. Import licence will 
be provided only if the items are not available indigenously. Tenders will 
be received iipio 3 p.m. on the due date shown above and will be opened 
at 4 p.m. on the same day. The right is reserved to accept or reject lowest 
or any tenders in part or full without assigning any rca.snns. 

davp 645(243)/77 
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Shrte Synthetics 

Shrbe Sy nthetics Ltd has pas¬ 
sed overthe equity dividend for 
the year ended June, 1977, 
against 12.5 percent paid for 
the previous year. Despite an 
increase in total quantity of 
yarn sales from 1,103 lonn<:s 
4o 1,369 tonnes, the turnover 
declined modestly from 
Rs 15.44 crores to Rs 15.34 
crores, due to lower per unit 
realisation. The company’s 
plant achieved higher produc¬ 
tion of 1,337 tonnes of nylon 
and polyester filament yarn 
during the year against 1,223 
tonnes in the previous year. 
The market was, however, not 
^favourable for the major part 
-‘'of the year. This affected the 
profitability adversely. In the 
latter part of the year, the 
demand has revised and prices 
have started looking up from 
the uneconomic levels. 

The gross profit declined 
sharply from Rs 261,31 lakhs 
to Rs 97 34 lakhs. After pro¬ 
viding Rs 79.82 lakhs (Rs 77.55 
J[akhs) for depreciation and 
Rs 5.35 lakhs (nil) for invest¬ 
ment allowance the net profit 
works out at Rs 12.17 lakhs. 
Preference dividends will absorb 
Rs 7.71 lakhs (same). After 
adjustments, a sum of Rs 78.07 
lakhs (Rs 72.73 lakhs) has 
been carried forward. 

Voltas 

Voltas Limited has cut the 
equity dividend from 12 per cent 
to seven per cent for 1976-77. 
^The directors pointed out that 
sales and profitability in the 
second half of the year were 
adversely affected by strikes 


and lock-outs; but for this, 
the results would have been 
better. Sales during the year 
ended August 1977 were around 
Rs 186.14 crores against 
Rs 183.91 crores in the previ¬ 
ous year. The gross profit 
has come down from Rs 689 
lakhes to Rs 518 lakhs. After 
paying Rs 451 lakhs for inte¬ 
rest (Rs 459.91 lakhs), Rs 56.73 
lakhs for depreciation (Rs 67.92 
lakhs) and making other adjust- 
ments the disposable profit 
comes to Rs 62.68 lakhs 
against Rs 89.69 lakhs in the 
previous year. 

Magnesite ajid 
Minerals 

Magnesite and Minerals Ltd, 
a new company in the field of 
refractories and sanitaryware.s, 
promoted by Orissa Industries 
Limited (GRIND) entered the 
capital market on January 3, 
1978 with a public issue of 
359,860 equity shares of Rs 10 
each and 5000 (11 per cent) 
redeemable cumulative prefe¬ 
rence shares of Rs 100 each 
all for cash at par. The pro¬ 
ject envisaging manufacture of 
30,000 metric tonnes of dead 
burnt magnesite (DBM) at 
Chanda, Distt Pithoragarh 
(Uttar Pradesh) lias already 
gone into production. In fact, 
50 per cent of the total capa¬ 
city has already been commis¬ 
sioned with the first shaft kiln 
having gone into production 
since early October, 1977. 

The manufacture of DBM 
will be carried out at site by 
reduction process, thereby 
saving transport costs. DBM 
finds its use as a fettling com¬ 


pound and for making refrac¬ 
tories used as construction 
materials for furnaces used in 
various metallurgical, cement, 
chemical and petrochemical 
industries. The entire issue is 
fully underwritten. 

Mandovi Pellets 

Mandovi Pellets Ltd promot¬ 
ed jointly by the Chowgules 
and the Steel Authority of India 
(SAIL), to set up a Rs 48-crore 
project for the manufacture 
of iron ore pellets, expects to 
enter the capital market shortly 
with a public issue. The com¬ 
pany has secured a credit of 
Rs 24.73 crores from the 
equipment suppliers. It has 
also got an advance of Rs 12.73 
crores from the consortium of 
Japanese steel mills, which will 
buy the pellets. The average 
interest rate for the entire loan 
works out to eight per cent. A 
similar exercise of financing 
wholly from Indian financial 
institutions would probably 
have resulted in average cost 
of 12 per cent per annum for 
the loans arranged. 

Accumaasuros Punjab 

A new Rs 2.04-crore project 
for the manufacture of preci¬ 
sion measuring instruments 
such as vernier calipers, micro¬ 
meters, gauges and protrac¬ 
tors, is being set up by Accu- 
measurcs Punjab Ltd at 
Mohali, about 8 kilometers 
from Chandigarh. The com¬ 
pany has been promoted as a 
joint sector project by a techno¬ 
crat, Mr Dipindcr Singh Brar 
and Punjab State Industrial 
Development Corporation. It 
has entered into a technical- 
collaboration agreement with 
the PE Consulting Group 
Ltd, UK. The products to be 
manufactured by the company 
would be used widely in 
the sophisticated engineering 
industries, particularly where 
accuracy has to be main¬ 


tained and where machining 
tolerances of exacting standards 
are required. Out of the ins¬ 
truments proposed to be manu¬ 
factured by the company, only 
external micrometers and 
vernier calipers are at present 
being manufactured in India. 
Based on a survey conducted 
by Kirloskar Consultants on 
behalf of PS I DC, the company 
considers that there is adequate 
demand for the products pro¬ 
posed to be manufactured by it. 

The company has already 
made significant progress in 
project implementation. The 
project cost of Rs 2.04 crores 
will be met by share capital 
(Rs 82 lakhs), and term loans 
(Rs 1.22 crores). The company 
proposes to make ;i public issue 
of 401,800 equity shares of 
Rs 10 each shortly, 

Kirloskar Brothers 

Kirloskar Brothers has 
suffered a setback in its work¬ 
ing during the year ended July, 
1977. While sales have 
increased from Rs 30.45 crores 
in 1975-76 to Rs 31.16 crors 
in 1976-77, the gross profit 
has declined sharply from 
Rs 131.91 lakhs to Rs 18.85 
lakhs. After providing Rs 50.49 
lakhs (Rs 40.64 lakhs) for 
depreciation, Rs 9.28 lakhs 
(Rs 7.82 lakhs) for investment 
allowance,and nil (Rs 24 lakhs) 
for taxation, there is a net loss 
of Rs 40.92 lakhs against the 
net profit of Rs 59.47 lakhs. 
After some adjustments, inclu¬ 
ding a transfer of Rs 56.47 
lakhs from the general reserve, 
the disposable surplus amounts 
to Rs 15.99 lakhs. An equity 
dividend of six per cent has 
been declared, against eight per 
cent for the previous year. 
Equity and preference divi¬ 
dends will absorb Rs 15.99 
lakhs (Rs 20.08 lakhs). 

The company's export busi¬ 
ness has continued to increase 
during the year. In the first 
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four months of the current 
year, the overall production 
has increased. If all goes well, 
Ihe company expects the pro¬ 
duction and sales to show a 
satisfactory increase in the 
current year and also an 
improvement in price realisa¬ 
tion as a result of several steps 
being taken. 

Dempo Dairy 

Denipo Dairy Industries 
issued on January 2, 465,493 
equity shares of Rs 10 each at 
par. The proceeds of the issue 
will be utilised for financing 
partly the Rs 2.t»0 crore milk 
food plant being set up at 
Asangi village in Bijapur dis¬ 
trict of Karnataka for tlic 
mrnufacture cf milk powder, 
baby food, weaning food and 
ghee. The plant will have a 
capacity to manufacture 2,080 
tonnes of milk powder and 
other products and 850 tonnes 
of ghcc and butter per annum. 
If the all goes well the com¬ 


pany hopes to start commercial 
production during winter season 
of 1978. 

The company would require 
about 50,000 litres of milk per 
day to achieve the optimum 
licensed capacity of its produc- 
tion. The state government has 
accorded its sanction to the 
reservation of certain areas of 
Belgaum and Bijapur districts 
as milk shed areas exclusively 
for the company. 

One of the favourable fea¬ 
tures of the project is that in 
Bijapur district, the World 
Bank has already begun a 
programme to set up a number 
of cooperative milk producing 
societies, out of which quite a 
few will fall in the company's 
project area. At present there 
is a wide gap between the 
demand and supply of milk 
powder and baby food. With 
increasing demand, the com¬ 
pany docs not envisage any 
problem to market its entire 


production. The project cost 
will be met by share capital 
(Rs 90 lakhs), term loans 
(R$ 1.60 crores), unsecured 
loans (Rs 10 lakhs) and cash 
subsidy and development loan 
from Karnataka government 
(Rs 15 lakhs). 

Britannia Biscuits 

The Britannia Biscuit Co 
will issue on January 31, 1.15 
million equity shares of Rs 10 
each at a premium of Rs 5 
per share. The company is 
raising its equity capital by 
issuing 1.8 million equity 
shares of Rs 10 each at a re- 
mium of Rs 5 per share so as 
to bring down its non-resi¬ 
dent shareholding to below 40 
per cent. I'he proceeds of the 
issue will be utilised for financ¬ 
ing the expansion of the com¬ 
pany's activities and the pro¬ 
posed diversification projects. 
It has submitted proposals for 
several profitable projects and 


is Awoiti&g the ndcessaiy appro¬ 
val of the government 

Perfect Circle 

Perfect Circle Victor has 
reported an improvement in 
its working during the year 
ended August 1977. Equity 
dividend has been maintained 
at IS per cent and is payable 
on increased capital, since the 
new shares issued last year 
will be entitled to a full divi¬ 
dend, against a pro rata divi¬ 
dend last year. About 20 per 
cent of the dividend for 1976-77 
is expected to be tax-free in 
the hands of shareholders. 
What is more, the progress has 
been maintained in the first 
four months of the current 
year and the management ex¬ 
pects higher production, sales 
and profits for 1977-78. Sales 
have risen from Rs 2.76 crores 
in 1975-76 to Rs 3.16 crores in 
1976-77. The gross profit also 
increased from Rs 38.40 lakhs 
to Rs 43.72 lakhs. After pro- 
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Gram : OIGJAM. JAMNAGAR 


Phone : 71536, 71537 A 71538 
Telex : 0161-208 


DIGJAM 

FAMOUS FOR 

All-Wool, Double Plains, Woolrich & 

Terene*wool suitings. Tweeds, 

Lohis, Rugs & Blankets 
Also Knitting Wools 

Manufactured by: 

SHREE DIGVIJAYA WOOLLEN MILLS LTD. 

Aerodrome Road, 

JAMNAGAR-6 
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vMbg^fts (Rs*10,W 

lakhs) for depjtei^on, tlie 
^ irofit ayaifebjerfor approgrM- 
tion is Rs 26.35 lakhs (Ra 17,58 
lakhs). Dividends wili* ^abaorb 
Rs 18*75 Ihkhi^fRs 8.17 laRhs). 

The company, which atarted 
manufacturing piston rings at 
its Nasik plant in January 
1976 produced 2.8 million 
rings during 1976-77. Tho com¬ 
pany’s rings have been well 
accepted by the trade. These 
are also being supplied as ori* 
ginal equipment to prestigious 
engine jnanufacturers in the 
^kountry. With market accep- 
^ tance of rings, the company 
has put into operation its 
second line of machinery to 
enable it to reach the produc¬ 
tion capacity of over 18 million. 

Inter-continental 

Leathers 

Promoted as a joint venture 
by Tamil Nadu Industrial 
Development Corporation, 
feather Centre, Rumania— 
a Rumanian government 
undertaking—and Mr Subra- 
maniam, Inler-coniinental 
Leathers is setting up a pro¬ 
ject at Ranipet (Tamil Nadu) 
for producing various types 
of finished leather. The com¬ 
pany holds an industrial 
license for manufacturing 
glove leather, garment leather, 
iipper leather and lining 
leather. The primary raw 
material required for the pro¬ 
ject i.c. tanned and wet goat 
and sheep skins, is available 
at competitive rales from the 
neighbouring tanning centres. 
Leather Centre, Rumania, 
has undertaken to sell abroad 
50 per cent of the total 
production at competitive 
international prices, payment 
being received in hard currency. 

The project cost of Rs 1.20 
/•vores is proposed to be met 
by share capital (Rs. 40 
lakhs), long-term loan (Rs 50 
lakhs), mcdiujift-tcOT 
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(kt 16 iaidhs) and central 
government cash subsidy 
(Rs 14 lakhs), The company 
intends to enter the capital 
market shortly with a public 
issue of 196,€00 equity shares 
of Rs 10 each for cash at par. 

Kuikarni-Biack 

Kulkardi-Black and Decker 
issued on January 9, 169,993 
equity shares of Rs 10 each 
at par, to raise a part of the 
finance for its Rs 95-lakh pro¬ 
ject for manufacturing electric 
power tools in technical and 
financial collaboration with the 
wellknown Black and Decker 
Manufacturing Co of the USA. 
The company holds an indus¬ 
trial licence for manufacturing 
annually 20,000 portable elec¬ 
tric tools. The plant located 
at Shirol (Maharashtra) com¬ 
menced trial production in 
October, 1977. The manage¬ 
ment does not envisage any 
difficulty in mark^ing its pro¬ 
ducts. According toMrPrakash 
A. Kulkarni, managing direc¬ 
tor, the company e.xpects to 
achieve significant export sales 
of its engine reconditioning 
equipment through the Black 
and Decker group which has 
agreed to buy the first year's 
entire production, 

Sayaji Mills 

Sayaji Mills, Ahmedabad, 
has fared better during the 
year ended March,^ 1977. Sales 
have risen from Rs 17.42 
crores in 1975-76 to Rs 21.94 
crores in 1976-77, Th^ work¬ 
ing has resulted in a gros.s 
profit of Rs 84.20 lakhs against 
the loss of Rs 104.85 lakhs in 
the previous year. After provi¬ 
ding Rs 36.01 lakhs (Rs 41.34 
lakhs) for depreciation, Rs 4.34 
lakhs (nil) for investment allow¬ 
ance, Rs 5.50 lakhs (Rs8.l7 
lakhs) for gratuity and Rs 2.19 
lakhs (Rs 1.76 lakhs) for taxa¬ 
tion for earlier years, there is a 
net profit of Rs 36.07 lakhs 
against the mt loss of 


R$ 156.12 lakhs. After adjust- 
ments, a deficit of Rs 30.22 
lakhs has been carried forward. 

The textile division showed 
improvement but not up to the 
management's expectations. 
Sales in this division were 
higher at Rs 8.32 crores against 
Rs 6.25 crores. 

The maize and chemicals 
division showed satisfactory 
working during 1976-77. Its 
working in the current year 
has also been satisfactory. The 
tapioca factory in Kerala suffer- 
ed owing to labour unrest and 
its closure for about five 
months. 

Bimetal Bearings 

Bimetal Bearings will issue 
on January 18, 4.25 lakh 
equity shares of Rs 10 each at 
a premium of Rs 10 per share 
which seems well jusiifrd by 
itiC net worili. The issue which 
is being made to dilute foreign 
equity will help finance partly 
the Rs 1.68-crore cxpan<«ion 
programme. Repco L.td of 
Australia and Could Inc. of 
the USA cuir^ntly hold 50 
per cent of ihe company's 
equity. 

The company has bcvii 
manufacturing thin wull bear- 
ings for Ihe automotive indus¬ 
try since 1962. It produces 
strips at its plant in Madras 
for the bearings plant at Coim¬ 
batore. It supplies IIS products 
to original ipuipmcnl manu¬ 
facturers, defence, state trans- 
port undertakings us also to 
the repl.iccnicnt market. Its 
present capacity cf six million 
bearinps, bushings and thrust 
washers is b^ing expanded to 
10 million. The strip mill capa¬ 
city is also being expanded 
simultaneously. 

Sales totalled Rs 4.49 crores 
during the year indtd June, 
1977 against Rs 3.92 crort.s in 
the previous year. The gross 
prdit Wits higher at Rs J.48 
crores against Rs 1.35 crores. 

9S 


An equity dividend of 36 per 
cent was declared for 1976-77 
on 8.50 lakh shares of Rs 10 
each, which absorbed Rs 25.50 
lakhs. According to Mr 
A. Sivasailam, chairman, sales 
in the first half of the current 
year (July-December 1977) 
have totalled Rs 1.76 crores 
against Rs 1.50 crores lathe 
same period of the previous 
year. The pre-tax profit is 
higher at Rs 45.40lakhs against 
Rs 29.51 lakhs. The sales target 
for the current year is placed 
at Rs 6 crores and the profit is 
expected to be around the last 
year’s level. Barring unforeseen 
circumstances, the company 
hopjs to declare an equity 
dividend of 25 per cent for 
1977-78 and reasonable divi¬ 
dends thereafter. The new 
shares will rank for a pro rata 
dividend for 1977-78 on the 
amount paid-up. 

Upper Ganges Sugar 

Upper Ganges Sugar Mills 
Ltd has deck'.rcd a taxable 
ordinary dividend of Rs 2 per 
share for the year ended June 
1977. TJie gro.ss profit, includ¬ 
ing balance brought forward 
from iJic last year and 
development rebate reserve no 
longer required written back, 
has amounted to Rs 1.03 crores 
against Rs 1.49 crores. Allo¬ 
cations include Rs 31.80 
(Rs 46.41 lakhs) for deprecia¬ 
tion, Rs 13.42 lakhs (nil) for 
invcjtmcni allowance reserve, 
Rs 8.75 lakhs (Rs 30 lakhs) 
for general reserve, Rs 31.98 
lakhs (Rs54.50 lakhs) for taxa¬ 
tion and Rs 16.32 lakhs 
(Rs 17.61 lakhs) for proposed 
dividend. The directors have 
also decided to make an appli¬ 
cation to the Controller of 
Ca pital I ssucs for issue of bonus 
shares in the proportion of 
one bonus share for every 
three ordinary shares held by 
capitalisation from general 
reserve. 
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RECORDS 

British aid policy and India AND 

STATISTICS 


India at present receives over a quarter of all 
British bilateral aid and Britain in fact ie the largest 
bilateral net aid donor to India. 


British aid is given under 
various heads, such as mainte¬ 
nance grants, mixed project 
grants, capital investment 
grants, sectoral grants and 
grants for debt refinancing. 

Maintenance grants are avail¬ 
able for the purchase by both 
public and private sectors of 
materials used as agricultural 
inputs and of raw materials, 
commodities, components and 
spare parts needed to maintain 
and expand existing produc¬ 
tive capacity. The grants may 
also be used for the purchase 
of similar requirements for 
new projects. Expenditure 
under a particular grant agree¬ 
ment is not confined to the 
year in which it is signed and 
funds are allocated entirely at 
the discretion of the govern¬ 
ment of India. 

Project Grants 

British aid is also available 
to cover the cost of major 
items of machinery and equip¬ 
ment for large-scale projects. 
This is in the form of mixed 
project grants, which in the 
past have been used to finance, 
among other, large projects in 
key sectors of Indian industry: 
the naphtha cracker for the 
large petrochemical complex 
being built at Baroda by the 
Indian Petrochemical Corpo¬ 
ration; the building of 75,000 
dwt Panamax Class bulk car¬ 
riers by Cochin Shipyard Ltd; 
the construction of the Salaya/ 
Koyati oil pipeline in Gujarat 
by the Indian Oil Corporation; 
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and the implementation of 
several fertiliser projects, 
including the very successful 
Indian Farmers Fertiliser Co¬ 
operative plants at Kalol and 
Kandla and the recently com¬ 
pleted plants at Mangalore and 
Tuticoiin set up respectively 
by Mangalore Chemicals and 
Fertilisers Ltd and the Southern 
Petrochemical Industries Corpo¬ 
ration. Technical drawings 
and design and engineering 
services may also be financed 
from mixed project grants. 
Capital Investment 

Capital goods requirements 
and other associated costs 
incurred for new Investment, 
such as consultancy and col¬ 
laboration agreements, includ¬ 
ing licence and procurement 
fees, can be financed under the 
capital investment grants which 
are normally made available 
every year. These may be 
used for a wide range of pur¬ 
chases made by both public and 
private-sector undertakings. 

Capital investment grant 
funds are allocated by the 
government of India and also 
by the Industrial Finance 
Corporation of India (IFCi) 
and the Industrial Credit and 
Investment Corporation of India 
(ICICI). In addition, alloca¬ 
tions under the UK/lndia Capi¬ 
tal Investment Grant agreement 
may be made by the National 
Small Industries Corporation 
(NSIQ to cover or help cover 
the sterling costs of imports 
sold by NSIC to smjtU-scale 
enterprises, either on^'^IC’s 


normal hire-purchase terms or 
through such schemes as NSIC 
may operate in collaboration 
with banks and other financial 
institutions. 

The sectoral grants for power 
and coal provide authority to 
the government of India to 
allocate substantial sums of 
British aid both for the main¬ 
tenance and capital goods 
requirements of existing, on go¬ 
ing and new projects in those 
sectors. Among the many 
schemes financed under UK/ 
India Sectoral Grants in the 
past have been the expansion 


of the Bhopal plant of Bharat 
Heavy Electricals Ltd (BHEL), 
the West Bengal State Electri¬ 
city Board’s thermal power 
project at Kolaghat and long- 
wall mining machinery for 
Bharat Coking Coal Ltd*s col¬ 
liery at Moonidih. 

The grants for debt refinanc-^ 
ing provide the government of 
India with untied free foreign 
exchange. The UK was one 
of the first countries to recog¬ 
nise the need for such special 
relief, and since 1975 all British 
aid to India has been in the 
form of grants which do not 
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have ti> he tepaid, this new 
policy was introduced despite 
Britain's own economic diffi* 
.Vanities. 

To help make aid available 


as Heidbty and quickly aspos* 
sible, the procedures have 
been simplified considerably 
and currently the government 
of India exercises complete 


discretion over the allocation 
of more than 50 per cent of 
the total aid made available 
directly by the British govern¬ 
ment each year. 


Guidelines for state governments 
under Urban Land Ceiling Act 


Certain provisions of the Urban Land (Ceiling and 
Regulation) Act, 1976 have been criticised because of 
their disincentive effect on building activity in commer¬ 
cial areas, etc. The ministry of Works and Housing 
has considerd various steps to minimise these 
difficulties and has on December 20, 1977 Issued 
guidelines in this regard to the state governments. 
The guidelines are given below. 


Vacant LAND designated for 
commercial use (i e business, 
trade, profession, cinema, 
hotel, cultural insticutions, 
petrol pump, etc) might have 
been obtained from govern¬ 
mental agencies like housing 
boards, improvement trusts, 
municipalities or development 
Juthorities, or from sources 
other than governmental or 
semi-go vern m ent a 1 agencies. 
State governments have been 
advised to exempt such excess 
vacant land in the public inte¬ 
rest under Section 2, (1) (a) on 
the following conditions:. 

(i) The land has been obtain¬ 
ed for commercial use or con¬ 
verted to commercial use not 
lilbre than five years before the 

•^commencement of the Act; 

(ii) the use of the land and 
the construction of the building 
thereon conform to the master 
plan/rcdevelopment plan/buil¬ 
ding regulations, FAR or FSI 
regulations, etc; 

(iii) the proposed construc¬ 
tion is in the public interest; 

(iv) the construction is 
completed within a reasonable 
period to be specified by the 

^.^te government in the exemp. 
tion order; 

(V) no transfer of the land 


by sale, gift, lease or otherwise 
can be made without the pre¬ 
vious permission of the state 
government. (However, there 
is no objection to mortgage 
without possession to support 
a loan from a bank or financial 
institution); ^ 

(vi) the transfer of the build¬ 
ing which has been construct¬ 
ed or any portion thereof 
should be regulated according 
to the terms on which the land 
is held and the other terms, if 
any, governing the allotment 
of the land by the governmen¬ 
tal /semi-governmental agency 


The union government has 
also issued comprehensive 
guidelines to state governments 
for the exemption of agricul¬ 
tural land from the Urban 
Land Ceiling Act and also laid 
down the conditions on which 
the competent authority may 
permit a person under Section 
21 to retain his excess vacant 
land for construction of dwel¬ 
ling units for the weaker sec¬ 
tion of society in urban agglo¬ 
merations. 

The guidelines for exemp- 


should be complied with; 
and 

(vii) if any of these condi¬ 
tions is violated or if the state 
government requires for its 
own use the exempted land on 
which no construction has 
commenced, exemption may 
be withdrawn. 

The ministry has also advis¬ 
ed state governments that where 
aesthetic or environmental con¬ 
siderations or the layout plans 
of certain areas or their sub¬ 
stantially built up character 
make it undesirable to divide 
the excess land and construct 
on it, as it is likely to create 
slum conditions, they (state 
governments) may grant exemp¬ 
tions under Section 20(1) (a) of 
the Act on the condition that 
such lands are not transferred 
or put to any other use. 


tion of the agricultural land 
have been issued to give incen¬ 
tive for the improvement of 
land for agricultural purposes, 
to enable the land holders to 
hypothecate their lands to raise 
loans for cultivation and also 
avoid outlays by state govern¬ 
ments without immediate re¬ 
turn. The details of the guide¬ 
lines arc as follows:- 

Statc governments have been 
advised to exempt in the public 
interest under Section 20(1) (a) 
of the Act lands used for agri¬ 


Agricultural land exempted 


culture and entered in tlie land 
records before the^ ‘*appointed 
day'’ as being so used, even if 
they are designated in the 
Master Plan concerned for a 
purpose other than agriculture, 
on the following conditions: 

(i) The land should actually 
be used for agriculture; 

(ii) when the land is propos¬ 
ed to be used for any other 
purpose, the state government 
and the competent authority 
concerned must be informed in 
advance; 

(iii) the land should not be 
transferred by sale, gift, lease 
or otherwise, without the pre¬ 
vious permission of the govern¬ 
ment nor can it be sub-divided 
and sold. (It. can, however, 
be mortgaged without posses¬ 
sion to get a loan from a bank 
or financial institution); and 

(iv) if any of these conditions 
is violated or if the state 
government requires the 
exempted land for its own use, 
the exemption may be with¬ 
drawn. 

The conditions on which a 
competent authority may per¬ 
mit a person, under Section 21 
to retain his excess vacant land 
for construction of dwelling 
units for the weaker sections 
of society are as follows: 

(1) The construction of dwel¬ 
ling units fur the accommoda¬ 
tion of the weaker sections of 
society in the vacant land must 
be consistent with the Master 
Plan for the area, or, if there 
is no Master Plan, with any 

•“Appointed day” means for Andhra 
Pradesh, Gujarat, Haryana, Hima¬ 
chal Pradesh, Karnataka, Maha¬ 
rashtra, Orissa, Punjab, Tripura, 
Uttar Pradesh, West Bengal and the 
Union Territories of Chandigarh 
and Delhi January 28, 1976, for 
Assam March 25, 1976,Tor Bihar 
April I, 1976,for Madhya Pradesh, 
September 9, 1976, for Manipur 
March 12, 1976, for Meghalaya 
April 7, 1976, for Rajasthan March 
9, 1976 and for Pondicherry July 15. 
1976. 
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directions the state government 
may give for land use in the 
area. 

(2) At least half the total 
number of dwelling units to be 
constructed under the schemes 
must have a plinth area less 
than forty square metres. 

(3) The construction of the 
dwelling units must be comp¬ 
leted within fve years. 

(4) (i) The dwelling units 
may be sold by outright sale or 
on hire-purchase or can be let 
out on rent to people in the 
weaker sections of society. 

Terms for Sale 

(ii) Where any dwelling unit 
is sold outright, the sale price 
should not exceed the actual 
cost of construction of the 
dwelling unit plus the amount 
payable under the Act for the 
land occupied by the dwelling 
unit and its appurtenant land 
il' it were acquired by govern¬ 
ment plus 15 per cent on the 
cost of construction and land. 

(iii) For dwelling units sold 
on a hire-purchase system, the 
sale price will be the sum pay¬ 
able under the preceding sub¬ 
para plus 10 per cent interest 
on the unpaid part of the sale 
price. 

fiv) For dwelling unds let 
out on rent, the rent will be 
worked out in such a way that 
the return will be limited to 10 
per cent of the sum determin¬ 
ed under sub-para (ii). 

(v) Between the date of per¬ 
mission by the competent 
authority to utilise the land 
and the date of completion of 
the dwelling units, no transfer 
of the land is allowed. There 
is no objection to mortgage it 
without possession to a bank 
etc for obtaining a loan for the 
purpose of construction. 

(5) The period of submission 
of declarations under section 


21 has been exteniled by a 
year to give time for the prepa¬ 
ration of plans, etc. This 
means that in the states in 
which the Act commenced on 
February 17.1976, declarations 


must be submitted by fieoem^ 
ber3l, 1978. In those states 
which adopted the Act later, 
declarations must be submitted 
within 1049 (one thousand and 
forty-nine) days from the dale 


,ot (x>nunenc!UliiMit Act 
in these states. 

The terms have been notified 
in the Gazette of India, Extrit- 
ordinary dated December 19, 
1977. 


Upper Ganges Sugar Mills Limited 

NOTICE 


Notice is hereby given that 
the Forty-fifth Annual General 
Meeting of Upper Ganges Sugar 
Mills Limited will be held on 
Monday, the 30th January, 
1978 at 2-30 P.M. al9/I,R.N. 
Mukherjee Road, Calcutta-1 
for the following purposes: 

1. To receive and consider 
the Report of the Direc¬ 
tors and to adopt the 
Audited Accounts of the 
Company for the year 
ended 30ih June, 1977. 

2. To declare dividends. 

3. To elect Directors in place 
of Shri P.K. Khaitan, 
Shri B N. Jhunjbunwala 
and Shri K.N. Saraogi 
who retire by rotation 
and being eligible offer 
themselves for re-election. 

4. To appoint Auditors and 
fix their remuneration. 

As Special Business: 

To consider and if thought 
fit to pass with or without 
modification the foIlo^\ing 
resolutions as Ordinary Resolu¬ 
tions: 

5. Resolved that contribu¬ 
tions for scientific research 
and donations for chari¬ 
table purposes made 
during the year ended 
30th June, 1977 in excess 
of Rs 7 lacs be and are 
hereby ratified and con¬ 
firmed. 

6. Resolved that subject to 
the sanction of the Con¬ 
troller of Capital Issue 
and subject to the condi¬ 
tions, if any, prescribed by 
him or change in the 
quantum of the issue and 
agreed to by the directors 
of the Company a sum 
Rs 24,51,630 forming part 
of the Company*s General 
Reserve of Rs 3,03,00,000 
be capitalised and applied 
in paying up in full at par 
2,45,163 Ordinary un¬ 
issued shares of ^Rs 10 


each in the capital of the 
Company. Such shares 
shall be appropriated as 
capita] and distributed as 
fully paid bonus shares to 
and amongst the holders 
of the existing ordinary 
shares of the Company 
as appearing in the regis¬ 
ter of members of the 
Company on such date as 
may be fixed by the direc¬ 
tors in proportion of one 
new ordinary share for 
evtry three existing ordi¬ 
nary shares held by them 
and so that: 

(i) the Ordinary 'shares to be 
so distributed shall confer 
on the holders thereof 
such rights including 
rights to dividends as may 
be determined by the 
Board in its discretion 
and shall be treated for 
all purposes as an increase 
of the capital of the Com¬ 
pany held by every holder 
of ordinary shares and 
not as income; 

(ii) any such ordinary shares 
representing fractional 
entitlement shall be allot¬ 
ted to such person/per- 
sons as Directors may 
decide for the purpose of 
selling the same and dis¬ 
tributing the net proceeds 
pro-rata amongst the 
persons entitled to frac¬ 
tional allotment in the 
proportion in which they 
would be so entitled; 

(iii) no allotment letters shall 
be issued but certificates 
in respect of bonus ordi¬ 
nary shares shall be com¬ 
pleted and despatched by 
registered post within 
three months from the 
date of allotment; 

(iv) subject as aforesaid, the 
directors be and are here¬ 
by authorised to give 
effect to this resolution 


and prescribe various 
documents and take all 
necessary action in res¬ 
pect of the issue and 
allotment and distribution 
of the aforesaid Bonus 
ordinary shares and settle 
any question or difficulty 
whatsoever (including any 
question or difficulty 
which may arise in con¬ 
nection with any deceased 
or insolvent shareholder 
or any shareholder suffer¬ 
ing from any disability) 
as they may think fit: 

(v) and it is further declared 
that subject to unforeseen 
circumstances, the first 
annual dividend on the 
expanded capital shall 
not be less than 13% and 
the intention of the direc¬ 
tors in that hchalf is" 
hereby approved. 

By Order of the Board, 
J.K. CHOUDHURY 
Secretary 

9/1, R.N. Mukherjee Road, 
Calcutta-1, the 28th December, 
1977. 

Notes: 

1. A member entitled to attend 
and vote at the meeting is 
entitled to appoint a proxy 
to attend and vote insteall 
of himself and the proxy 
need not be a member. 

2. Shareholders are requested 
to notify any change of 
address failing which the 
dividend warrants will be 
posted to their address as 
registered with the Com¬ 
pany. 

3. The Register of Members 
of the Company will 
remain closed from the 
20th January, 1978 to the 
30th January, 1978 both 
days inclusive. 

Explanatory statement as 
regards items No. 5 and 6 half 
been sent directly to the share¬ 
holders. 
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The next time you see a 

colourful blend of saree, 

handbag, earrings, bindi and 

even shoes that match... think of Atul 

and the 
nation's drive 
to grow 
more food. 





Atul has nothing at all to do with 
growing food. 

8ut Atul makes the nation's widest 
range of dyestuffs which help to colour 
everything around you. 

Today. India consumes some 18.000 
tonnes of dyestuffs for her various 
industries like textiles, leather, paints, 
paper, cosmetics and even food. 

If it were not for man-made synthetic 
dyes, vast tracts of fertile land would 
have to bo engaged for the cultivation of 
plants like indigo and madder from 
which vegetable dyes are obtained. 

On their part, farmers would opt for 
cultivation of lucrative cash crops instead 
of food grains. 

At Atul we make a wide range of dyes 
for every need. Azo dyes, Tulathols. 
Tulabases. Sulphur Black, Disperse 
dyes. Mordant dyes. Optical Brightenars 
and many others. 

When you next see something colourful, 
think of how Atul plays a vital rolo 
in your life and how this in turn helps 
the nation’s drive to grow more food. 


THE ATUL PRODUCTS UD. 

e.O. ATUL. OIST; VALSAO. «N: 380 020 (GUJABATI 
Tal; 61. 6Z 63. 64. Gram: TULA' Atul. TaUm; Atul SR-0178-2S4. 
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AsBERTStheprimeoiinistwoT a nation of shopkeepers, whose spell of imperial 
glory was necessarily a passing phase, Mr James Callaghaa had concentrated his 
business in India on bis country’s trying interest. Whether in his public state¬ 
ments or in his private talks, he lost no opportunity of pressing his point that India 
should buy more British. He showed some concern over his country's deficits 
in its trade with India and urged New Delhi to apply an immediate corrective 
by placing an order with Britain for the Jaguar deep-penetrating aircraft, which 
could meet important requirements of our aerial defences. 

Armaments have been a pn^table growth industry in the west and countries 
such as the US, the USSR, France, West Germany, Britain and Belgium have done 
themselves proud by exporting military hardware to countries all over the world. 
The international arniuneot business got its most recent boost when certain Gulf 
countries resolved to invest in what they considered to be their luture by spending 
large wads of their petro-doUars on the most sophisticated weapons systems which 
the arsenals of the super powers and their allies or the armament industries of the 
iidvanoed countries have to offer for cash, credit or strategic considerations. In this 
competitive hawking of the machine and munitions of war Britain has often found 
itself beaten not only by the Americans but also by some of the countries in western 
Europe, particularly France and Mr Callaghan's interest in doing some sales talks 
for Jaguars while in Delhi reflects not only his wanting to do something about 
Britaio’s trade deficit with India but also bis government’s enthusiasm for Britain 
.sharing more significantly in the ^obal weapons business. The Jaguar talks also 
had the additional meaning that Britain’s aircraft industry could do with all the busi¬ 
ness jhat it might secure or that could be secured for it. 

It is one of the ironies of the times in which we live that trading in conventional 
weapons, whether the buying of it or the selling, is considered, if not a virtue, at 
least an act of making a virtue of necessity. No such comfort, spiritual or other, is 
available where nuclear weapons are concerned and Mr Callaghan’s visit to New Delhi 
would not have been complete had he not discussed—as indeed he did—the Indian 
stand on the Nuclear Non-proliferation Treaty. Mr Desai had been doing or re¬ 
doing his homework for some time- and it was of course not to be expected that 
Mr Callaghan would have secured the relaxation of Indian policy which the US 
president, Mr Jimpiy Carter, had sought in vain not many days earlier. In this 
context. The Guardian story of yet another famous British victory naturally had a 
life even shorter than the day’s issue of a newspaper and the only result of this spe¬ 
culation in the British press was that it created an occasion for Mr Desai to 
re^rm at a news conference in New Delhi that the major Initiatives for the outlawing 
of nuclear armaments had necessarily to be taken by the powers which had already 
armed themselves with nuclear weapons. 

Mr Callaghan said again and again that he wanted more British businessmen 
to do more business with and in India, So far as trade is concerned, India’s imports 
from developed countries, including Britain, could rise as far as its government and 
businessmen succeed in learning how to utilize properly and speedily the increases in the 
country’s external reserves. The industrial countries of course are competing furious¬ 
ly among themselves for shares in international trade, including trade with develop¬ 
ing countries. Until recently Britain’s place in this competition was not too impres¬ 
sive. But, currently the appreciation of the D-mark and the deceleration of inflation 
in Britain have improved the trade position, although British firms, plagued with trade 
union troubles, have yet to show t^t they could be depended upon for supplies and 
delivery dates. As for British investment in Indian industry, the actual situation is that 
some disinvestment has taken place ncently and more is in the offing. With the 
repatriation of British capital from PER A companies, that country’s investment pm- 



sence in India is bound to diminish, un¬ 
less there is a systematic reinvestment in 
new industries of the capital which is 
being dislodged from the existing FBRA 
companies. This is a subject which could 
do with some constructive consultations 
among the governments and the business 
communities of the two countries. 

Britain’s Labour government is obvious¬ 
ly proud of its aid policies. This is not 
wiAout justification. There has lately 
been a sharp swing from loans to grants 
and, although Britain is by any means the 
largest dispenser of global aid, it is now 
the largest net donor of bilateral aid to 
India which receives over a quarter of all 
bilateral aid given by Britain to various 
developing countries. A notable feature 
of British aid policy towards this country 
is that the government of India exercises 
complete discretion over the allocation 
of more than 50 per cent of the total aid 
made available directly by the British 
government. 

Dramatising his government’s in¬ 
creasing interest in this area, Mr 
Callaghan endorsed the proposal that 

The end of 


Despite the general slowing down of the 
rate of industrial growth this year, result¬ 
ing in reduced traffic of general goods, 
iron ore and finished products from the 
Steelworks, and the cyclone in Andhra 
Pradesh and Tamil Nadu seriously affecting 
the traffic on the railway network in those 
states, the finances of the railways con¬ 
tinue to be in good shape. The originating 
goods traffic up to the end of November 
is understood to have been of the order 
of 136.50 million tonnes—two million 
tonnes more than during the correspond¬ 
ing period last year, but somewhat lower 
than the proportionate budget estimate. 
Two very significant developments, how¬ 
ever, have helped the railway earnings 
during these eight months to register not 
only a substantial improvement over the 
xevenue during the corresponding period 
last year but also to exceed the propor¬ 
tionate, budget estimate. In comparison 
with the earnings last year, the revenue 


Britain mij^t **adopt*' a total of 100 
viilages distributed among 10 states 
in India by, supplying fertilizers worth 
£30 million over a three-year period. 
The proceeds from the sale of these 
fertilizers would be used by the Indian 
government for prograimmes of rural 
development in those villages. Mr Cal¬ 
laghan’s other offer, which was that 
Britain might participate in the survey 
work on the rivers flowing through 
India and Bangla Desh and also associate 
itself with the development of the river 
valley systems in the eastern region, 
ties neatly with one of the current 
Indian concerns. But this has not prevent¬ 
ed certain quarters from making insinua¬ 
tions thatperfidious Albion is trying to 
reintroduce its presence in a sensitive part 
of the subcontinent. Mr Morarji Desai, 
however, has promptly squelched the 
mischief-mongers and has affirmed 
India’s confidence in its ability to do 
business with other countries on equal 
terms. This is as good a note as any on 
which New Delhi’s diplomatic ex¬ 
periences since the turn of the year could 
be summed up. 


the tunnel? 


Up to November this year around Rs 1,386 
crores has been higher by about Rs 81 
crores. It has surpassed the proportionate 
budget estimate by about Rs 14 crores. 

The heartening developments have been 
(i) the growth in passenger traffic around 
5.7 per cent exceeding the budgetted 
growth of about 3.5 per cent; and (ii) a 
significant increase in the traffic lead from 
673 kms last year to approximately 710 
kms. The earnings from passenger traffic 
are understood to have exceeded the pro¬ 
portionate budget estimate by nearly 
Rs 13 crores and those from goods traffic 
by about Rs 2 crores. The other miscel¬ 
laneous receipts have shown a slight down¬ 
trend. The earnings from passenger traffic 
have grown all-round, both from the 
suburban and non-suburbun traffic—in 
the former case by nearly 6.43 per cent 
and in the latter by approximately 4.9 
per cent. It is dilficult to say whether the 
increase in the earnings from this source 
- ^ 


has imhI^‘ fh>m actual growth in the 
passenger traffic or h»>m the ooncerted 
efforts being made to contain tiokettess 
travel. 

Even though due to the effect of the 
cyclone and the slower-than-expected 
growth of the economy, the railways 
might not be able to have the budgetted 
revenue-earning goods traffic of 220 
million tonnes—despite the trends after 
November showing signs of pick-up in the 
economy—the helpful trends in ffie pas¬ 
senger traffic and the growth in the lead 
of overall traffic have created a sense of 
optimism that the current year’s gross 
earnings might somewhat exceed the June 
estimate of Rs 2,110.24 crores. The net 
surplus after meeting all expenses, includ¬ 
ing the dividend to the general revenues, 
might show a substantial increase from 
the budget estimate ofRs 32.5 ciores 
to over Rs 85 crores. This is because of 
the fact that the strenuous efforts being 
made for effecting economies in expendi¬ 
ture are yielding wholesome results. 

costs contained 

Particular mention may be made in this 
respect to stringent inventory control, 
fixing of revised norms for the consump¬ 
tion of fuel, particularly coal, and strict 
adherence to the revised norms and con¬ 
taining of the proliferation of staff. Des¬ 
pite a marked increase in the receipts 
from passenger traffic and introduction of 
new passenger trains, the overall addition 
to staff strength this year is understood to 
have been no more than 1.5 per cent. The 
current inventories of the railways are 
stated to be much lower, in spite of the 
enlarged operations. As a result of these 
measures, the operating costs vis-a-vis 
gross revenue may turn out to be around 
the last year’s level of 84.4 per cent, as 
against the June estimate of 86.6 per cent. 
Significantly enough, the last year’s 
operating ratio has actually turned out to 
be 84.4 per cent, as against 86.4 per cent 
according to the Kvised estimate for the 
year and 87.7 per cent estimated at the 
time of presentation of the 1976-77 budget. 
This compared with 91.9 per cent operat¬ 
ing ratio for 1975-76, which was the 
highest recorded since 1950-51. This is 
abundant evidence of the energetic efforts 
that are beiog made by the railway 
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adn^oiitnitioa to improve its pnform- 
anc^ whidi bad been grievously affected 
for aeveral years prior to 1976*77, when 
the railways showed considerable short¬ 
falls in their earnings to meet the dividend 
liability to the general revenues and were 
obliged to run up indebtedness to the 
general exchequer to the tune of over 
Rs 480 crores. 

roducod Indebtodnons 

This year’s budget speech of the 
Railway minister, Mr Madhu Dandawate, 
had estimated that the indebtedness of 
the railways to the general revenues would 
have been brought down at the end of the 
current financial year to Rs 440 crores in 
view of the surplus during the last year 
going up to as much as Rs 6S crores Orom 
the original estimate of Rs 8.98 crores 
and the revised estimate for the year of 
Rs 35.67 crores and the current year 
yielding a net surplus of Rs 32.5 crores. 
Actually last year’s surplus is now 
estimated at as much as Rs 88 crores. If 
the expectations of this year's surplus 
going up to over Rs 85 crores materialise, 
the railways, indeed, will be in the happy 
position of bringing down their indebted* 
ness to the general exchequer much more 
markedly than was envisaged in June last. 

The expenses this year are expected to 
be contained to a level lower than the 
budget estimate, even though several 
crores of rupees have had to be spent by 
the railways on replacement works in the 
cyclone-affected areas. That the economy 
measures are envisaged to be pursued 
vigorously should be evident from the 
reorganisation of the Railway Board 
effected early this month by Mr Madhu 
Dandawate in terms of the suggestions 
of the Administrative Reforms Commis¬ 
sion. The Railway board now has only 
live members, including the chairman. It 
is assisted by three advisors who do not 
form part of the board. This compares 
with the earlier strength of board of Bve 
regular members and eight additional 
members. Under this reorganisation, the 
general managers of zonal railways have 
been provided more powers. They now 
need not wait for sanctions from the 
board for every thing, including' the 
expenditure on even petty items. The 
powers of the general managers have 


bees' enhanced considembly - in regard 
to the implementation <ff' work pro- 
grammes^ accidott compensation, - dis¬ 
posal of assets, writing off of Josses and 
ex-gratia . payments to dependents - of 
' employees. They will be able' to sanction 
new works costing up to Rs 20 lakhs, 
against the' earlier limit of Rs 10 lakhs. 
Out of turn works can now be sanctioned 
by them up to Rs 2 lakhs on trade rene¬ 
wal and up to Rs one lakh for passenger 
amenities. They have been authorised to 
sanction line capacity works up to one 
crore of rupees in a financial year. Thought 
is being bestowed on, the devolutitm of 
powers further down on the zonal rail¬ 
ways. 

The developmental works of the railways 
are stated to be progressing according to 
schedule, with the result that their capa¬ 
city to carry goods and passenger traffic 
is expected to remain at least as comfort¬ 
able as at present. In regard to goods 
traffic, the current registrations for wagons 
are said to be being met fully and there 


■are no bottlenecks in carrying this traffic. 
Sonb slight shortage, of course, is being 
experienced - in the case of covered 
wagons. This is hoped to be overcome 
soon. 

The railways expect that their next 
year’s development programmes will be 
catered for -in respect of resources alloca¬ 
tion by the Planm'ng Commission in a 
somewhat better way than has been the 
case this year, when their plan was cur¬ 
tailed’hom Rs SOI crores to Rs 480 crores 
in view of limiting the overall size of the 
1977-7B Plan to match the resources in 
sight. It, however, remains to be seen how 
much increase will be allowed in the 
railway Plan next year, as the deficit in 
the central budget is estimated to be 
larger than envisaged. 

The railways, of course, are bestowing 
a good deal of thought on modernisation 
so that productivity con be improved on 
a continuing basis. A J5-year perspective 
programme is being drawn up for com¬ 
puterisation. It envisages progressive 


^ Telephone Racket 

During the recent P&T week celebrations, the authorities seem to have 
overlooked the important public grievance of excessive biiling by the Tele¬ 
phone department. These complaints have increased of late. Cyclostyled 
replies that the meter is found to be In order Is the typical response from 
the Telephone department to customer protests. 

Reasons for overbilling are: First, bad maintenance of exchange 
equipment. Being a beneficiary of its own Inefficiency, the department 
has no motivation to set things right by Itself. 

Second, subscriber trunk dialling, foisted on ail subscribers, is working 
Inefficiently. Even after the receiver Is put back on the rest after an STO 
call, the meter continues to work at the same pulse rate for metering till 
the next call is made I Most of the subscribers would do well to get STD 
cut off by paying Rs..60 and thus deprive the Telephone department of a 
standard excuse that the high bill is due to STD use ! 

Third, corrupt staff members watch meters of subscribers who go away 
from their house on work or vacation, and use them to record trunk calls 
(mostly time calls) of other subscribers whom they induce to pay money 
to themselves rather than thei department. It is desirable to inform the 
department In writing whan going away on vacation and seek meter 
reading. 

If the department is unreasonable on excessive billing, it should be 
taken to a court of law on grounds of violation of natural justice. One 
subscriber In Bombay did this in 1977, and the Telephone department 
Immediately withdrevv the bill as it could not face the court. 

I have published a. small leaflet on excessive billing, giving the writ 
petition. Interested subscribers can get a free copy by sending immedia¬ 
tely a self-addressed 25-palse stamped envelope to M.R. Pal,* “PIramal 
Mansion”, 235, Dr. Dadabhal NaorojI Road, Bombay 400 001. 

M.R. Pal 
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introduction of on-line and real-tiiiie 
control systems, and a so^iaiinaled 
management information syston, using 
bigger and more versatile computers in 
place of the existing old and obsoieoent 
machines which in any case need replace- 
mei^. The new computers will expedite 
processing of the massive volume of data 
and produce purposeful management 
reports for day-to-day administration of 
operations and future planning. Com¬ 
puterisation, however, is not contemplat¬ 
ed in areas where manual methods ore 
reasonably efficient. The objectives are to 
maximise utilisation of expensive assets, 
increase customer satisfaction and facili¬ 
tate research and development. 

A number of key areas for further 
computerisation have been identified. 
These include: (a) monitoring and con¬ 
trolling of the flow of different streams 
of traffic to avoid bottlenecks in yards, 
at transhipment points and in the terminal 
goods stations; (b) locomotive power and 


crew adMttIjfig; (c) yaid manegmoat; 
(d) enapdr wagon dtiUibiittQn in the most 
optimum manner williin the constraints 
of priorih^ loadings; time-tabling for 
bothpaiaanier and goods trains; ami ^f) 
on-line md real^isiie control of both 
pasaeoger^and goods trains. The develop¬ 
ment of an efficieiit management informa¬ 
tion and control system is aimed at 
having a close inter-relationship between 
the objectives of the organisation, its 
structure and the decision-making pro¬ 
cesses. Passenger amenities are proposed 
to be accorded high priority. 

In view of the encouraging outlook for 
railway finances, the general freight and 
fare structure may not be tampered with 
much during the next year. However, 
although the indebtedness of the railways 
to the general excbec|uer still remains 
subsiantial, some relief in passenger fares 
for long-distance travel seems to be 
indicated us these fares have been put 
up sharply during the recent years. 


Jute and George 


The DI.SCUSSIONS held in Calcutta on 
January 12 by Mr George Fernandes, 
the minister of Industry, with the re¬ 
presentatives of the Indian Jute Mills 
Association (IJMA), the trade unions, 
and the government of West Bengal 
enabled him to have a better idea of the 
difficulties confronting the jute mills but 
no decisions could be taken owing to the 
wide differences of opinion between 
industry and government and between 
industry and labour. Mr Fernandes clari¬ 
fied that there was no shortage of raw 
jute at present nor was it likely to arise 
in the immediate future. He said that 
the production of raw jute in the current 
year was 68 lakh bales and the carry over 
was 10 lakh bales. The trade union 
leaders also denied the existence of fibre 
scarcity. The IJMA, however, maintain¬ 
ed that the crop was of the order of only 
6S lakh bales and the carry-over stock 
was 6 lakh bales and it suggested that 
the available fibre should be distributed 
on the basis of spindleage and that there 
should he cut-back tn production without 


causing any unemployment. The minister 
did not seem convinced with these argu¬ 
ments and he said that he would announce 
the governinem's decision on these mat¬ 
ters in the next few days. But it seems 
strange that even though the jute mills 
have been in existence for over 100 years, 
it has not been possible for the industry 
and the governmejit to estimate the avail¬ 
ability of fibre with reasonable accuracy. 
In the past, sharp differences often arose 
between government and industry over 
the supply qf fibre, which sometimes 
resulted in severe shortage, necessitating 
costly imports, in the 1973-76 season, 
despite an import of about four lakh bales 
of jute and mesta, the supply position 
remained unsatisfactory. Mr Fernandes 
has expressed his firm opinion that imports 
are not necessary at present. But has 
he satisfied himself that the industry will 
have no difficulty in getting adequate 
quantities of the fibre espedally of the 
superior qualities needed for producing 
hessian and carpet backing? 

Mr I.K. Kejrivval, the UMA chairman, 


tetd die jneethit diat r^amne luilis liave 
bem using unfair jnethoifo and doing a 
lot of illegal things” in regard to the 
consumption of raw jute. When Mr 
Fernandes asked him to give all the rele¬ 
vant information in this regard in 48 
hours, he declined to do so, saying that 
*‘rthieve8 have their own morality”. Mr 
Fernandes should have asked the Jute 
Commissioner who was present at the 
meeting how mills could indulge in hoard¬ 
ing and other illegal activities on a large- 
scale if his office maintained proper vigi¬ 
lance and functioned efficiently. 

bliiaful ignorance 

The Jute Commissioner’s office and the 
Jute Corporation not only do not have any 
clear idea of the production of raw jute 
but tlicy do not even seem to know how 
exactly the supply of the available fibre is 
distributed. Mr Fernandes should see to 
it that both these offices are reorganised 
properly and they are staffed with per¬ 
sons who are fully acquainted with the 
working of the jute industry and trade. 

The government of West Bengal has 
suggested to Mr Fernandes that in future 
raw jute stocks should be regulated by 
bank credit control. The details of this 
scheme have not been disclosed. But it 
is relevant to note that, in the past, the 
industry had to experience considerable 
difficulty in getting bank loans for the 
purchase of raw jute. In J 976-77, for 
example, the Jute Corporation had plan¬ 
ned to buy about eight lakh bales which 
amounted only to 10 per cent of the crop. 
The industry was expected to lift 26 lakh 
bales with its own finance, leaving a 
balance quantity of 20 lakh bales out of 
the 35 lakh bales which were estimated to 
arrive in the up-country markets in the 
peak period. The UMA had suggested 
that arrangements should be made for an 
additional credit of R$ 68 crores and that 
this should be released to the mills with¬ 
out any margin so as to facilitate the 
purchase of raw jute on a massive scale. 
But the Reserve Bank did not act prompt¬ 
ly in meetiog the industry's requirements. 
In this background, it is necessary to 
ensure that in enforcing the stock limits 
of raw jute, difficulties are not created for 
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tlie fliffls tv <lelayiflg or deoylng them 

adeqmte credit. 

The government of West Bengal has 
suggested that it should be closely asso^ 
dated with the take-over of the sick units 
by the centre and their managemeut. 
Dr Ashok Mitra, the Finance minister, 
recently criticised the nationalised banks 
for demandpig guarantees from the state 
government for the loans offered to some 
sick jute mills for their revival. Dr M itra 
described this demand as **absurd and 
audacious’' and suggested that if any 
guarantee was needed, it should be pro¬ 
vided by the central government which 
had taken over the management of these 
railh. Dr Mitra has a good case in ask¬ 
ing to be consulted by the central govern¬ 
ment in running the sick mills. But the 
more important point to be considered 
is what steps are being taken by the state 
government to prevent more jute mills 
from falling sick. The power crisis in the 
state has sharply deteriorated in recent 


weeks mainly teca;u8|^o|be fierce inter- 
union rivalry which ilie^l^verniiient has 
not been able to tad|^e effbctively. On 
the day whep Jdr Ferhi^des arrived in 
Calcutta, the city, experiepo^ exten- 
sive load shedding bnt the. power situa¬ 
tion did not figure ii; the discussions 
with the jute indust^. It is not known 
to what extent the power crisis has affect¬ 
ed the output of jute goods and inflated 
the costs of production. The government 
of West Bengal should deal with this 
matter with firmn^s and imagination and 
see to it that industries are assured of 
adequate supply of power or at least are 
not subjected to heavy and erratic load- 
shedding. 

Mr Fernandes suggested that an "in- 
depih study" of the jute industry, cover¬ 
ing the areas of development, financing 
and c«^ntrol was necessary and that it 
might be undertaken by any of the exist¬ 
ing institutions or by a special committee. 
The minister should be aware that in 


recent years numerous committees have 
studied the jute industry’s problems from 
every angle but its difficulties continue to 
remain as acute as ever. The industrial 
policy statement of the Janata govern¬ 
ment has said that every effort will be 
made to speed up decisions because the 
costs of delay are heavy and the country 
cannot afford them. The statement has 
assured that *'swift progress should be 
our watchword". It seems surprising 
therefore that Mr Fernandes should resort 
to the traditional dilatory tactics of ap¬ 
pointing a committee to deal with the 
jute industry's problems. These and their 
soluiions are already well known to 
the government and what is wanted at 
present is prompt decisions and their 
effective implementation. Meanwhile, the 
IJMA should set its house in order and 
conduct itself in a more responsible and 
energetic miiiner so that its views 
carry greater weight both in New Delhi 
and in Calcutta. 
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CORRIDORS 


C. Raghavan 

Mrs Gandhi dares the Shah Commission * India 
and the NPT • Dosai on deficit financing * 
Janata opportunism 


Thb Shah Commission, now in the 
second stage of its work, had a confronta¬ 
tion with the former prime minister, Mrs 
Indira Gandhi, in an unsuccessful effort 
to make her testify. The commission ulti¬ 
mately remitted the issue to the courts 
and in the process it seems to have ensur¬ 
ed that the entire gamut of the legal con¬ 
troversy over the commission’s work and 
procedures will ultimately land in the 
Supreme Court. 

Passing from the investigative to the 
inquiry stage, the commission had issued 
summons to Mrs Gandhi under Sec 5 of 
the Commissions of Inquiry Act to appear 
before it and testify on twelve issues. 
Simultaneously it also issued notices to 
Mrs Indira Gandhi under Sec 8 B of the 
Commissions of Inquiry Act, implying that 
the proceedings before the commission 
involved her conduct and would affect 
her reputation and she' could defend 
herself by cross-examining witnesses or 
producing evidence on her own behalf, 

objectives questioned 

The two *'simultaneous'’ summons and 
proceedings were questioned by Mrs 
Gandhi through her counsel, Mr Frank 
Anthony, who also took the opportunity 
to assail the commission, its inquiry, the 
objectives of the inquiry and the pro¬ 
cedures. 

After two days of arguments, involv¬ 
ing at times sharp exchanges between 
Mr Anthony and Mr Justice Shah as well 
as between Mr Anthony and government 
counsel Mr Lekhi, Mr Shah ruled against 
Mrs Gandhi on all points. He ruled that 
she must testify before him, that she 
must first be examined on oath and 
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answer the questions of Mr Shah, explain¬ 
ing her side of the case, and only there¬ 
after she could through her counsel cross- 
examine witnesses who had deposed 
against her or lead evidence in her own 
favour. Through two days of arguments, 
with Mr Anthony deploying all his sar¬ 
casm and diatribes, Mr Shah stuck to his 
ground and would not budge. 

sarcastic remarks 

While Mr Shah pointed out at one 
stage that if he were to adopt the pro¬ 
cedures suggested by Mr Anthony he 
would be spending not one but one 
hundred life times, Mr Anthony at 
another stage made sarcastic comments 
on the expedition of the commission—- 
a letter from Mrs Gandhi raising certain 
points delivered at ,4 p.m. one day, he 
noted, had brought a reply to her house 
by five p.m.l Mr Anthony also made 
great play of the fact that the audience at 
the hearings were in a sense participating 
in the proceedings' by their cheers and 
jeers. Mr Shah repudiated any responsi¬ 
bility, noting that he had repeatedly told 
the audience not to do so but said he 
was helpless beyond this. Mr Shah did 
not explain why he did not enforce discip¬ 
line in the only way courts do, namely, 
clearing the hall of spectators who do not 
observe discipline. 

But ail these passages at arms, were 
subsidiary to the main issues posed by 
Mrs Gandhi and her counsel: Fi^y, she 
was the main target of the inquiry and as 
such she could not be expected to reveal 
her defence or lay oul her case before 
she had an opportunity to cross-examine 
the witnesses against her. Secondly, ^ 
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oommlisl^iiooiiid not compel her to testis 
on oath aocFsobject her to cross-emn^* 
tton and state her case once it had already 
reached conclusion that she had a case to 
answer and had issued notice under Sec 
8 B of the Act. Thirdly, the commission 
could not inquire into the nature of the 
advice tendered by any minister to the 
president. Fourthly, no minister, having 
taken the constitutional oath of secrecy, 
could testify on matters that came within 
his or her knowledge as a result of his or 
her office. 

Mr Shah's order 

Mr Shah ruled against Mrs Gandhi 
on all the points, and after going through 
the motions of asking her once again 
to testify and recording her refusal— 
Mr Shah did this after the commission’s 
counsel Mr Khandalawala reminded him 
of the need to go through these motions— 
the commission ordered that complaints 
should be filed against Mrs Gandhi before 
the appropriate magistrate to the effect 
that she had committed an offence under 
Sec 179 of the IPC. 

In refusing to testify, Mrs Gandhi 
insisted that she was not legally and 
constitutionally bound to do so and that 
she was bound by her oath of secrecy. In 
the course of the proceedings, the com¬ 
mission conceded one of the points, namely 
that one of the issues she had been called 
upon to answer (her conduct between June 
12 and June 26, 1975) was vaguely worded 
but said this was due to a typographical 
error. A new summons has been issued to 
her on this issue but Mrs Gandhi, who 
has to appear before the commission, is 
expected to go through the same motions. 

One result of the filing of the criminal 
complaint is that the issues raised by Mrs 
Gandhi may now go all the way up to the 
Supreme Court. It would have been open 
to Mr Shah merely to have recorded 
Mrs Gandhi’s refusal to testify and pro¬ 
ceeded thereupon to draw an adverse 
inference in law against her .on all the 
issues. ]f he had done that perhaps Mrs 
Gandhi might not have been left with too 
much room for legal manoeuvrings. For, 
even if she had gone to court, under Aiti« 
cle 226 or Article 32, questioning the pro- 
cedures, the issuance of a writ beiqg in 
the natute of a discretionary right, may or 
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may n^t have t>6en granted by the courts. 
But nuW that she is fhcitig peoat charges, 
her conviction most involve Juridical pro. 
aoundements on many of the points raised 
by her and the courts cannot avoid the 
issues. No court has so far really interpret* 
ed and laid down the implications of the 
constimtiohal oath of secrecy and whether 
it could be bleached or whether any law 
or courts 'acting under law, could com¬ 
pel a minister to break his oath. Also, 
the courts have not interpreted the 
effiK^t of Article 74(2) that stipulates that 
advice tendered by a minister to the presi. 
dent "shall not be inquired into in any 
court”. Another issue that would come up 
is al«) the full import of Article 20(3)— 
protection of an accused against self, 
incrimination. The implications or validity 
of the provisions of tbe Commissions of 
Inquiry Act in so far as they come into 
conflict with these constitutional provi- 
sions would have to be pronounced upon 
by the Supreme Court. Mrs Gandhi’s 
refusal to testify would attract Sec 179 
only if Mrs Gandhi was "legally bound” 
to do so. (s she "legally bound” by the 
processes of the commission in the face 
of the constitutional provisions? 

The prime minister, Mr Morarji Desai, 
attempted to set at rest speculations, 
fuelled by overseas press reportage in the 
wake of the Carter and Callaghan visits, 
about a ‘shift’ in India’s nuclear poli^. 
These speculations gained currency follow¬ 
ing the reported views of Mr ciallaghan 
that where Mr Carter had failed he had 
managed to soften Mr Desai’s attitude 
towards accepting full inteniational 
inspection and safeguards. 

At his press conference, Mr Desai said 
India would have no problem about 
accepting ‘full-scope’ safeguards provided 
the United States and Soviet Union decid¬ 
ed not to go in for nuclear explosions of 
any kind, agreed not to add to dieir ex¬ 
isting nuclear arsenals and to gradually 
reduce their stockpiles. Mr Des^ explain¬ 
ed that UK, USA and USSR were now 
considering and discussing nuclear issues 
and had given out hopes of coadag to an 
agreement, "if they decide not to have , 
any tests, peaceful or otherwise, and if 
they do not add to their arsenals and also 
come to agreement to have reduction-^ 


gri^ual re4u(^on—wh^ a view to com¬ 
plete desfroctioh of atomic weapons, 
then titere is no difliculty in my accepting 
safeguards”, he said. Asked about China 
and France (which ate not parties to tbe 
Moscow Test Ran tredty, and are not 
participants in any kind of disarmament 
negotiations), Mr Desai suggested that if 
the other three came to an agreement he 
was sure France and China would also 
come in later. 

shift in poiicy? 

Though Mr Desai denied there was 
any shift in the Indian position, it is 
noted that the fact that he was wii. 
ling for the moment to ignore the ‘intran¬ 
sigence’ of China and France on the 
nuclear question is itself a shift in the 
Indian policy. India was one of the first 
to sign and ratify the Moscow Test Ban 
treaty under which the three nuclear signa. 
tories, UK USA, and USSR solemnly 
committed themselves to negotiate (in 
good faith) to ban underground tests and 
take other steps towards nuclear disarma¬ 
ment. Not only did they fail to do so, but 
adde^on to their weaponry, both in qua¬ 
lity and quantity, and failed to take note, 
other than for a mere formal regret, of 
French and Chinese failure to ban tests. 

i 

After Chim began her nuclear pro. 
gramme in August 1964, India took note 
of tiie security threat to her interests, and 
both under Lai Bahadur Shastri and Mrs 
Indira Gandhi, government spokesmen in 
international forums gradually made clear 
that India would sign inteniationa] agree¬ 
ments only if all the nndear powers came 
in. This India did even when announcing 
her national decision not to go in for 
nuclear arms. One view in New Delhi is 
that there is merely a ^ical shift and that 
Mr Desai has t^en his present position 
in the knowledge and belief that the US 
and USSR will not take the steps he cal- 
led for without being sure of France and 
China. 

On the question of US nuclear ftiel for 
Tarapur, Mr Desai made dear that the 
government of India would hold the 
Uailad States to its treaty commitment to 
i ^ PIf K iertBhnd uranium for a period of 
While the datSng US smia- 
timi;'iiimlnowp(esideift^C^^ have made 
dear dud the US Congress would enact 


laws putting restrictions on US shipments 
of uranium fttel to countries not accept¬ 
ing ‘foil-scope safeguards’ or signing 
NPT, Mr Desai insisted that the US 
domestic laws could not override interna¬ 
tional treaties. Though he did not say so, 
even under the US Constitution, the inter¬ 
national treaty obligations of the US 
override federal or state laws. 

But Indian policy makers are taking 
note of the possibility that, legal or other¬ 
wise, the US might still cut off foel 
eighteen to twentyfour months from now. 
While the Indian atomic energy establish¬ 
ment is going ahead with its research to 
use partial mixture of plutonium and 
uranium, other more conventional ‘game- 
plans’ including linkup of northern and 
western grids are also being examined. 
Indian officials note privately that if 
the US actually cuts off nuclear fuel 
supplies and forces shut-down of Tara- 
pur, causing considerable damage to the 
economy of the western region of India, 
it is bound to have repercussions on the 
entire gamut of Indo-US relationships. 

* • 

Mr Desai appeared less dogmatic on 
the issue of deficit financing (compared to 
his remarks soon after he took over prime 
ministership). At the press conference, 
Mr Desai said that the new five-year rol- 
ing Plan would be prepared keeping in 
view the objective of ‘no deficit financing’. 
He justified the expected heavy dose of 
deficit financing in the current year's 
budget as "having become unavoidable 
because of circumstances”. This would 
not apply to future or become part of 
the new government’s policy, he went on. 
However, Mr Desai left himself a loophole 
by arguing that deficit financing would 
not be harmful if the economy was 
working smoothly and was properly 
regulated. 

Tbe prime minister also said that the 
economy was "improving as satisfactorily 
as it is possible in the circumstances”. 
However, when confronted by his Finance 
minister’s yeat'^nd statement that the 
economy was ‘sluggish’, Mr Djesai saw no 
contradication and advised newsmen to 
wait till the next budget (for government’s 
remedial measures). Mr Desai also saw no 
contradiction between the Janata party’s 
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stated objective of a seven per cent growth 
in the programme, and the much lower 
growth rate projected by the Planning 
Commission (in drawing up the next plan 
and as a part of it the annual plan for the? 
first year of the five-year rolling plan 
beginning April 1, 1978. 


With the announcement by the Election 
Commission of the schedule of general 
elections for the states of Andhra, Assam, 
Karnataka and Maharashtra, manoeuvres 
have begun among all the parties for 
electoral alliances, adjustments and under¬ 
standings. With no real and effective base 
in the south, the Janata has again opened 
its doors to congressmen (it was never 
shut) though stipulating admissions would 
be on individual merits (based on their 
functioning during the emergency), and 
allotment of Janata tickets would be con- 
sidered if the congressmen publicly resign 
from their party before applying for 
tickets. However the fiict that among the 
new entrants to the Janata, rficr obtain¬ 
ing the blessings of the prime minister, 
Mr Moriiiji Desai, and party president, 


Mr Chandrashekhar, i$ Mr K. Raghura- 
maiah shows the flexibility of the Janata 
approach, Mr Raghuiamaiah, the minister 
for Parliamentary Affairs and Works, 
Housing and Supply in the Indira Oandhi 
government, was the one who took 
Mr Sanjay Gandhi to Andhra early in 
1976. He took Mr Gandhi to his own 
constituency, Guntur, and pledged fealty 
to the then heir-apparent, by noting how 
he had been “a slave” of grandfather 
Jawaharlal Nehru and mother Indira 
Gandhi and now the third generation'* 
(Sanjay Gandhi). Mr Raghuramaiah re¬ 
signed from the Congress in May 1977, 
only because Mrs Gandhi had insisted on 
sponsoring his arch rival, Mr Brahma- 
nanda Reddi, for Congress presidentship. 
Now he has announced his decision to 
join the J;'.nata party. 

The Janata party is also exploring 
possibilities of continuing its electoral 
alliance or understanding with the Com¬ 
munist Parly (Marxist), particularly in 
the light of the debacle the Janata suffer- 
ed, fighting it alone, both in West Bengal 
and Tripura state assembly elections. The 
Congress, led by Mr Reddi, is looking to 


forging gn alliance with the CPI, at least 
in Andhra and Karnataka and perhaps 
Maharashtra. In the last the Peasants 
and Workers Party is proving to be 
troublesome. The PWP is taking note of 
the fact that in Maharashtra the Janata 
has a *Brahmin*image' while the Congress 
has a *Mahratta image' and with both 
fighting each other, it might be able to 
seize sizeable assembly seats .^^tanding by 
itself, particularly since the Indira Cong¬ 
ress would also be fighting both the 
Janata and the Reddi Congress. The 
CPf(M)in the meanwhile, in papers for its 
congress scheduled for April, has rated 
the CPI as a possible left ally, slightly 
higher than ‘progressives’ amongst both 
Congressmen and Janata, but next below 
its own left allies (like the Forward Bloc 
or Revolutionary Socialists) in the West 
Bengal coalition. 

If this is ail confusing to the political 
pundits and electorate, the real picture 
would emeige only after the electoral 
dust, being stirred up, settles down. 
Mrs Gandhi's foray into Rajasthan and 
the crowds she has attracted shows she 
cannot be easily written off. 
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Sick units: a ndn-emotional approach 

CorrMpondent 


Th» why and wharafora of tha atcknaas of many indualrial 
unita in tha country ara diaeuasad by tha author in a 
dialogua form. 


Wife : Anjaoa, please call your daddy. 

Self : Here I am dear, what bothers 
you ? 

Wife : Please, first switch olT the radio 
and then lift your face from the news¬ 
paper; I want to discuss something serious. 

Self: Well, are you again going to 
pontificate on the evils of smoking or on 
the need to teach (he daughter modem 
maths ? 

Wife ; No, I am interested in learning a 
bit of high finance, about which yon have 
written so many articles—very few, of 
course, are published by some benevolent 
editors. 

Self : Let us not reopen the topic of 
the oft-returaed articles of mine but discuss 
your problem. 

liWe : What, my dear, is a sick indust¬ 
rial unit and why is it these days nearly 
half of all newspaper space is occupied by 
the problems of these units ? 

Self: One question at a time please. 
Various authorities- adopt different yard¬ 
sticks to distinguish between a healthy and 
sick industrial unit. 

Wife : Like, for example.? 

Self : The government of India recent¬ 
ly classified those units where the losses, 
pa^ and present, have eroded 50 per cent 
of capital and reserves as sick; this was 
announced in connection with the scheme 
of merging sick units with healthy ones. 
The Reserve Bank of India, on the other 
hand, has asked commercial banks to 
consider units as sick if they had incurred 
losses in the previous year and are likely 
to lose in the current year os well as the 
next year. Many banks and financial 
institutions perhaps feel that their borro¬ 
wers are sick if there is default in pay¬ 
ment of interest or repayment of principal 
in time. Other interested groups might 
look to some other indications. 

Wife : You have, as usual, left me con- 
fus^ after this long-winded explanation. 
Now, why is it that everbody seems to be 
talking about side units ? 


Self: Because the number of sick units 
has been galloping at an alarmingly high 
rate in the last few years. 

Wife : But then, why should an ap. 
patently healthy unit become sick ? 

Self : The causes of sickness are many 
and varied and each interested party tries 
to blame all the others. For example, 
labour blames management, whereas the 
bankers and financial institutions appor¬ 
tion the blame between the so-called mar¬ 
ket forces (i.c., people refusing to buy 
products at high prices, like my protesting 
against the high priced saree you bought 
the other day), the governmental controls 
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and management. Hie bureaucrats in the 
government tend to blame the bankers for 
lack of supervison <and the management 
for inadequate control, while the 
management seem to point an accusing 
finger at everyone else but themselves. 

Wife : What does everybody do to pull 
up a sick unit from the morass into which 
it has fallen ? 

Self: That is a good question. A variety 
of remedies have been suggested and are 
being experimented in our country but 
very few apparently succeed. 

Wife : You are right, occasionally; all 
the mini-steel plants started in recent years 
have yet to see the light of the day despite 
the continuous talk of reviving them. 

Self: But then, one has to make a dis¬ 
tinction between mini-steel units which 
were sick ab initio Wfni others that had 
lived a healthy life but subsequently turned 
sick. 

Wife : You and yojur Latin words: but, 
pray tell me, if a unit Is sick from the 


beginning, why should sumebody waste 
time, energy and perhaps lots of moaxiy in 
reviving it ? Why not permit the unit to 
have a decent and honourable death 7 

Self : Well, then, the money invested 
in the unit will become worthless and,... 

Wife : You are, as usual, jumping to 
conclusions, my dear, without allowing 
me to complete a line of thought. Even if 
a mini-steel unit is, let us say, liquidated, 
the machinery, building, etc. can be sold 
to somebody else. 

Self: How would it help ? 

Wife : If all the items of machinery 
etc., you call them fixed assets I suppose, 
are sold at a cheap price, the buyer can 
utilise them profitably. 

Self : You have a point there, but how 
can the buyer alone find it profitable. 

W^fe: Elementary, my dear Watson! 
The buyer gets fixed assets cheap; hence 
he would be able to produce the steel 
billets or ingots or what have you, cheap 
and thus ends up earning profits. 

Self: Hurrah ! You have become a 
financial wizard, doubtless due to associa¬ 
tion with me. There is only one snag, 
though. The existing owners of such sick 
units will lose along with hordes of banks 
and financial institutions that have sunk a 
monumental amount of funds in these 
units. They may not therefore approve 
of your over-simplistic solution. 

Wife : Do you think that these banks 
and institutions will gain by allowing the 
situation to drift as it seems to be happen¬ 
ing ? However, let us talk about the other 
types of units which were originally 
healthy but subsequently became sick. 
Can we not allow them at least to fold up 
and bid good-bye ? 

Seif: Here again, large sums of money- 
capital in economic parlance—have been 
poured into the industry and there is no 
point in wasting capital which is scarce 
in a country like India. 

Wife : But then, don't you have to 
pour in substantial additional capital to 
retrieve the capital which is already sunk 
and which, perhaps, might have been 
folly recovered earlier by the owners ^ 

Self ; Ah ! Here your native wisdom 


BASTBEN BOONOmiT 


112 


fANUAty20, 197t 




falh ybu. The eddMonal capital nqnlied aibid to waate the prodnotira oapadQr at* and Calcatta would become mcMC habl* 
to revive a sick aoit will befiw temtium r^y ^Uishi^ Aj^li, to closing a table if some of die tottering factories 
the new capi^'’''re<it»feed^'''’*atoft'''a then are closed and substitute facilities 


new unit of similar size. 

WiliB : I don’t understand your logic. 
Let us take a sick textile unit in the heart 
of Bombay or Madras. Would it not be 
fkr simpler to dismantle the machine, sell 
the land at the present fant^ prices and 
thereafter start a modem, highly efficient 
unit in an industrially badtward area 7 
Self : Simpler, of course, but not, 1 
am afraid, necessarily cheaper. 

Wife: You and your false smse of 
economy. How many of the textile units 
taken over by the government for revival 
have earned reasonable profits, I wonder ! 
They seem to keep on consuming addi* 
tional funds from government which, in 
turn, keeps on imposing larger and larger 
doses of taxes on all of us. On top of it, 
various concessions like cheaper interest 
on loans, exemption from production of 
controlled cloth are being showered on 
these sick units. For what purpose, I don’t 
know. 

Self: Well, without these concessions, 
the unit will become more sick. 

Wife : Wait a minute, is not your emo¬ 
tion getting the belter of your logic ? The 
unit became sick because the people in 
command had been wasting iheir efforts 
and deserve to be suitably penalised. On 
the contrary, everybody demands that 
concessions be afforded to sick units. At 
this rate, will not the owners of healthy 
units also allow their concercs to become 
sick to avail themselves of attractive con¬ 
cessions ? 

Self : You have an interesting point 
there. But then, one trusts in the wisdom 
and basic honesty of industrialists, I sup¬ 
pose. 

Wife : As they say. Trust in Trade. But 
something in me tells that the business¬ 
men are only too willing to exploit poor 
consumers like us at the slightest oppor¬ 
tunity. 

Self: Well, well, that is too much of a 
geonalisation. 

^ Wife: Be that as it may, I am not con¬ 
vinced about the need to revive a sick 
unit only on considerations of retrieving 
capital. Is there any other reason for 
resurrecting theskk? 

^Sdf : There are reasons, galore and 
very compelling ones too. We cannot 


number of poor people out of employ¬ 
ment and thereby accentuating serious 
social tensions in cities. 

Wife : Can’t the same production capa¬ 
city be established in a new unit instead of 
throwing good money after bad in a sick 
unit f 

Sdf: As I 'taid earlieti, creatkm of new 
production o^MCity wot^ be far costlier 
than resttscitiiting an exiting unit. 

’ Wife : Costlier in the short term but 
should be d>ei^ in thej|nhg run. . Well, 
wears argMng in .cirjSeS, Comiqg to 
labour, isthme no cither solution possi¬ 
ble ? 

Selfr iam Mhridno. Oaly theother 
day I heard that a leading textile mill in 
the south employs about 12,000 workers 
and these people were on the verge of 
starvation because the odH was closed due 
to a variety of reasons. How can you 
rehabilitate these workers unless the mill 
is restarted ? 

Wife I'ht&at the only solution, I ask ? 
Can't you rehabilitate Ihese workers in 
some’bther maimer 7 

Self: Don’t be obstinate. Which 
metrojjolltan cifjr, let'ffiotte'a town, in 
our country can absorb 12,000 workers ? 

Wife: Aren’t you beinjg ' obdurate ? 
Well, can’t the - govoihmo^ help these 
workers, to migrate somewhere else ? 

Self: It would be a Herculean task 
and for what purpose, 1 pray ? 

Wife: How > you will start to see 
reason. By closing the mill and starting 
a number of tiny, tnlall and medium 
sized units hi various industrially back- 
ward,weas, you can eestiunly rehabilitate 
the labour thrown out of employment. In 
the process, you would have achieved the 
lofty objepiive of de-conjusting the over¬ 
staffed cities besides dispersing industrial 
development. 

Sdf: Apart from the massive oiganisa- 
tion requir^ for such an effort, would it 
be cheaper than rehabilftating a sick 
unit 7 

Wilis V Undoubtedly^ you had yourself 
told me once that the capital required to 
emi^'Ofm'piriKm ii'lhr larger in a big 
plant than in smaller plants. Also, look 
at ffie large pay-offs: cities like Bombay 


provided in the hinterland. Well, are not 
all state governments bending over back¬ 
wards to encourage the establishment of 
factories in the interior 7 Even the'central 
government appears to be pursuing these 
objectives by providing attractive incen¬ 
tives—^financial and otherwise. 

Self: You certainly have a valid point 
there. But then, I am not quite sure of 
the practicability of the suggestion. 

Wife; Why7 

Self : Because, by allowing a sick unit 
to fold up, you will be disturbing many 
vested interests like capitalists and 
others. 

Wife : Even by nationalisation, you 
would be throwing out capitalists but 
which are the other vested interests 7 
Self: Leaders of labour and perhaps, 

I am afraid, the politicians. 

Wife : What do these people gain by 
perpetuating the existing state of affairs 7 
Se'f: One cannot be definite about this 
point. But there is a strong suspicion in 
the minds of many that politicians would 
stand to lose if labour is dispersed. Simply 
pul, by having a large labour force at 
one centre, they have a ready-made consti¬ 
tuency and no politician would, many 
people feel, allow this situation to be dis¬ 
turb^. 

Wife : Isn't it irrational 7 
Self: Well, politics is not always ratio¬ 
nal. 

Wife : At least the Janata leaders appear 
to be honest and rational and an ener¬ 
getic and enthusiastic minister like Mr. 
George Fernandes would sec reason, 1 
presume. 

Self : Who is to tell him ? 

Wife : If no one can tell him directly, 
can’t you at least write an article support¬ 
ing a thorough re-apprais;d of present 
politics regarding sick units, to be done by 
an expert body in a dispassionate man¬ 
ner 7 

Self: You have also started making 
long speeches like politicians. I don’t 
have time to write long articles. 

Wife : Can't you at least pyt the pre¬ 
sent conversation into a readable form 
and send it for publication 7 
Seif: Let me try. I hope some chival¬ 
rous editor will publish it. 
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Mouiuiiigs available 

0 Flange Mounted 
0 Foot Mounted 

0 Special mountings tp maef mstlf 
requirements of the ewwSf 

Eecloeiires offered ajf 

K 25 Protected drip pfoM] 

IP 23 Splash proof ' 

IP 44 Totally enclosed 
IP 54 Totally enclose dH 
IP SS Totally r 
IP 56 Totally < 


Ceeliiig 

Theae machina 
opentype. self 
ventilated, tota 
cooled and fan 

bapoft SubstituHen Effort 

Our DC Machine for roller fable ' 
drives were the first to be built for 
furnace entry and discharge at the 
Rourkela Steel Plant for which we 
qot the Import Substitution Award in 
1976. 


venfilal 


lly - 
ventilated, 


y 



KEC is always receptive to specific 
needs of Individual ideas and oonceptp 
to design and manufacture 
custom-built products. 

Each DC Machine is 
custom built to do 
its job best. 
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KiRLOSkAR ELECTRIC 
COMfVUiY UMITED 

MAIUSWARAM WthT BANGALORC-6600^6 
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POINT OF VIEW 


Prospects of sea-food industry 

Export of MO'fooilo has vast possibllltlaa. Tha author adveeatos 
that intornatlonal Oshlng organlsatious shouM bo alloarad to 
axplolt tha potontlal. Thors Is naatf for provision of moro 
moehaalssd trawlors and oxpanslon of boHdhig yards, Sshlno 


harbours and transport faeilltiss. 

It is more than 20 years since the sea-food 
industry was started in the country. 
Exports of sea-food had risen from 11,161 
tonnes valued at Rs 42 million in 1962-63 
to 38,903 tonnes valued at Rs 597 million 
during 1972-73. The phenomeniI expan¬ 
sion of the industry is in keeping with the 
three-fold increase in the contribution 
made by fish to the world food supply 
during rhe last 30 years. 

It is estimated that exports of sea-food 
could be stepped up to 130,000 million 
tonnes valued at Rs 12,000 million by 
1978-79. The world’s resourcjs of marine 
products have been estimated at about 
120 million tonnes and the Indian Ocean is 
rich in many varieties of m.^rine products 
particularly along the south west coast of 
India where we have the prawn fish 
grounds. Kerala ranks first in fish yield 
followed by Maharashtra, Tamil Nadu 
and Gujarat which are forging ahead in 
the execution of various fish projects. 

leading producer 

Today India is one of the seven leading 
fish-producing countries of the world and 
our main exports are frozen, canned and 
dried shrimps, frozen lobster tails, frog 
legs, shark fins, fish nuus, canned and 
fried fish. The Indian fishing grounds 
are rich in marine products like sar¬ 
dines, mackerels, perches, breams, lina, 
Bombay duck, pomfret, anchoviella, cat 
fish, crabs, oysters and mussels which 
have not yet found their way on a large 
scale into the international markets. 
Marine products have been identified as 
one of the items with growth potential. 
The Marine Product Export Development 
Authority (MPEDA), which has on it the 
representatives of the central government 
from the ministries of Foreign tVade, 
Finance, Industrial Development, Ship¬ 
ping and Transport and the representa¬ 
tives of maritime states, has bm bes¬ 


towing serious attention to the integrated 
development of the fish and sea-food 
export industry. According to the survey 
reports of the International Indian Ocean 
Expedition (1SI60-6S) ^tcellent and varied 
fish shoals have been loMted in the Arabian 
Sea and some part of the Bay of Bengal 
and other regions of the Indian Ocean. 
The new fishing grounds located by the 
Indo-Norwegian project are really the 
virtual gold mines in the sea with an un¬ 
limited quantity of fish resources. 

•cop* for •xpamion 

There is a vast scope for expansion of 
the industry inasmuch as our daily per 
capita availability of the fish is 7.6 grams 
as against 88 grams in Japan. The 
Indian Ocean is estimated to produce a 
catch of 12 to 14 million tonnes of 
which only 15 per cent is now being 
exploited.There is a growing demand for 
the Indian frozen varieties, shrimps, frog 
legs and lobster in the USA, Japan, 
Australia, Belgium, Trance, Switzer¬ 
land and other uwst European countries. 
Dried fish and prawns have a favourable 
market in many foreign countries mainly 
Sri Lanka, Hong Kong. Malaysia, 
Singapore and some other African 
countries., 

In the fishing trade industrial giants 
like Tatas, DCM and Birlas have entered, 
not to speak of Union Carbide, 
ITC, Britannia Biscuit, Partys, Rallis 
India, Chowgules and Gujarat Fisheries 
Lid. They have the means to go in for 
deep-sea fishing with the result that 
sih^IeS fishermen arc unable tp compete 
sucbessfully with them. Recently there 
was a tear among the poor fishdmen who 
led a protest against the !>*e of trawlers 
by tbese boncerns. l^rly 3000 mecha¬ 
nised boats and 300 large trawlers for 
deep sea fishing will be pressed into 
o pOTt ton by' the end of 1978-79 to 


B. H. Lalvanl 

boost earnings from the export of sea¬ 
food to Rs 120 crores. Their allotment 
to the fishing trade will be decided by a 
panel appointed by the government. 

foreign astlalanca 

One of the ways for the develop¬ 
ment of sea-food export industry 
is by inviting international fishing 
organisations from the USA, Japan and 
Norway to help modernise the industry to 
enter in the foreign markets on a compe¬ 
titive basis. With the expansion of 
exports, the composition of the products 
and markets have also undergone a notice¬ 
able change The fulfilment of these 
increasing exports depends on the efforts 
which are put forth to strengthen the 
foundations of the industry to enable it 
to successfully meet the challenging 
demands. The pressing and the most 
important tasks are the provision of more 
mechanised trawlers, enlargement of boat 
building yards and repair facilities, deve¬ 
lopment of fishing harbours, transport 
facilities, training of skippers and other 
personnel, stepping up the production in 
fresh landings and processing centres etc. 
India's efforts to add to her knowledge of 
the Indian Ocean will depend on her ability 
to secure the necessary ships to conduct 
oceanic exploration. 

The International Shrimp Council (ICS), 
the worldwide trade association of shrimp 
producers, exporters and others interes¬ 
ted in the marketing of shrimp was 
formed in the USA during 1968 to create 
an ever increasing demand for shrimps in 
the states and eventually to develop a 
world market. 

The contribution of the fish to 
the world food supply has increased 
through more efiicient and diverse handl¬ 
ing and processing methods. The use of 
minced fish as a basis for food products 
such as kanoboko, a traditional.fish paste, 
is a practice of long standing in Japan. 
Modem methods have been applied to 
this ancient art and a major industry has 
arisen in that country during the last two 
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decades producing an amazing array of 
sophisticated food products from minced 
fish. 

A major new possibility of increas. 
ing the yield of protein from the ocean 
lies in the application of flesh separation 
technology to fish. The chief advantage 
lies in the significant increase in the yield 
of fish flesh and protein which can be 
obtained from raw fish amounting often 
to 50 per cent more than obtained by fil¬ 
leting. Another advantage lies is that it 
permits its easy use as flavourings which 
has led to the development of several pro¬ 
ducts as a result of application of the 
minced fish technology to western style 
cuisine such as minced fish blocks, salted 
mineral fish etc. Much remains to be 
done to fully explore and apply such 
potential for better use of Indian fish. 

Our fishing resources are potentially the 
richest in the world. The Sea Food 
Exports Association, the only all-India 
representative body and the Marine Pro- 
ducts Export Development Authority 
being a common body would be well 
advised to promote a campaign and pro¬ 
vide sufficient incentives for the develop¬ 
ment of the Indian sea food industry. 


Our reqfuiremeQt of fish is four million 
tonnes while our present production is 
about a quarter. Tbff resources qf the 

enougl^.«aqi^ prpleifM; to satisfy the 
needs of the; Isfgr.. populgUcns of the 
world. Proper aii^^ioo. of the va^ 
resour^ sea^l^y.^eo^^^ 
nised methods of catching all types of fish 
which will raise it to 20 times its present 
level, the utilisation by' extending ' our 
freezing and caninng industriea 'to fsfi 
other .than prawn. and modernisation of 
fish curing industries' and econbmic use of 
brash fish and other by-products are sure 
to open up a bright future for our' fishing 
industry: 

India's share bjf the world trade in 
maritime {Products is only iwo per cent. 
It is necessary to diversify oiir markets 
and products" There is hardly any other 
export-oriented industry which holds out 
as much scope for immediate expansion 
as the fish industry. The main thrust of 
our exploitation has been confined to a 
narrow coastal region covrring a part x>f 
wide'continental shelf of 415,000 sq km. It 
will be rewarding to explore the sea depth 


between 50 to 200 m for pelagic fisheries 
(migralofy) other than presently harvested 
kinds like oil sardine, mackerdi ^aad 
Vl^bal' shottkl gp beyond 

the range of pre^nt fishing limits as it will 
result in the augmenting of the catch of 
pelagic fish to three times the present yield 
as well as eliminating yield fluctuations. 

During recent times there has been an 
explosive development in pelagic ocean 
fisheries and the coming into being of a 
booming industry consisting of tuna and 
bill fish. Japan and Russia have recognised 
these resources of the Indian Ocean and are 
exploiting them. Among other countries 
bordering the Indian Oce.n, Australia, 
Union of South Africa, Pakistan, Malaysia 
and Sri Lanka are expanding the oceanic 
fishing activiiies. As far as this country 
is concerned pelagic fishing has a bright 
future and every eflbrt should be made to 
cuch up in this field of fisheries develop¬ 
ment where we have lagged thus far. This 
will not only improve the economic posi¬ 
tion of the country but also enable it to con¬ 
tribute its share in alleviating the problem 
of shortage of food materials and serve to 
uplift the socio-economic conditions of 
lakhs of fishermen engag:'d in the industry. 
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Who in the Near East can see as far as 
the Middle East and the Far East? 
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POINT op'view 


Borrowings and debt-equity ratio in industry 

8. C. ilain 


Th« d«bt-«quity ratio roeommendod for Indian industry ia 1:1 or 
hundrod par cant. Tho study mado by tho author Indicates that 
this ratio does not obtain In our industrios and that Industry-wiso 
difforoneo in tho ratio Is significant. 


The debT'Bquitt ratio is specialiy impor¬ 
tant because nowadays companies prefer 
to borrow rather than obtain finance by 
issuing more stock (shares). Borrowing 


money not only provides funds at a 
cheaper rate, but also reduces profits for 
tax purposes. Borrowing funds also en¬ 
sures earning more for the shareholders. 


though sometimes at the cost of the 
creditors. 

From the creditor's point of view a lo^ 
debt-equity ratio is preferable, although 
the owners prefer a high debt-equity ratio 
to give them better returns with sma^er 
capital. Though an ideal debt equity 
ratio usuaiiy recommended is 1:1 or 
hundred per cent, yet an analysis of tl^e 
balance slwets of eight industries in the 
country reveals that their debt equity is 
widely apart from the ideal ratio. 

the test 

The debt-equity ratio of these compa¬ 
nies has been tested by applying the stu¬ 
dent’s “t” test. It has, further, also, been 
studied whether there is a significant 
difference in debt-equity ratio (i) between 
industries for the same time and (ii) bet¬ 
ween time for the same industry by appiy- 
iqg variance analysis technique. 

In this study, debt-equity ratios of 
eight industries for six years have been 
taken (Table I). These companies would 
reflect the trend in the corporate sector as 
a whole. 

Prom the analysis given alongside it is 
clear, that the hypothesis is not correct 
because the calculated value of '‘t** is 
higher than the table value. There Is a 
significant difference between actual ratio 
and hypothetical (ideal) ratio. Hence, 
debt-equity ratio is not l-i in Indian iron 
and steel industry. 

Further analysis (shown in Table II) 
also reveals that the calculated value of 
“t” is higher than the table value ia the 
case of tobacoo, cotton textile, silk and 
rayon textile, paper and paper products, 
shipping, rubter and rubter producto 
and electricity generation and supply 
industries. 

It can, therefore, be obsnved that In 
the case of Indian industry the norm 
of 1:1 for debt equity ratio is not 
applioabla. 


Table I 

Debt-Eqnity Ratio of Selected Industries 

Ratio of debt to equity* Average 

Industry -———debt equity 



1970-71 

71-72 

72-73 

73-74 

74-75 

75-76 ratio 

Tobacco 

0.052 

0.050 

0.054 

0.053 

0.14 

0.74 

0.091 

Cotton textile 

0.507 

0.575 

0.607 

0.514 

0.550 

0.573 

0.554 

Silk & rayon 
textile 

0.182 

0.224 

0.225 

0.223 

0.180 

0.193 

0.205 

Iron ft steel 

0.133 

0.088 

0.149 

0.258 

0.382 

0.462 

0.245 

Paper ft paper 
products 

0.475 

0.41 

0.394 

0.419 

0.344 

0.321 

0.395 

Shipping 

0.993 

0.974 

1.131 

1.238 

1.120 

1.498 

1.159 

Rubber ft 
rubber products 

0.357 

0.384 

0.365 

0.327 

0.253 

0.277 

0.327 

Electricity gene¬ 
ration ft supply 

0.745 

0.675 

0.575 

0.096 

0.608 

0.610 

0.618 


Notes: 

*Debt includes (1) All borrowings from government semi-govemment, statutory 
finaneial corporations and other institutional agencies, banks (against own deben¬ 
tures and other mortgages and other borrowings against own debentures), (2) other 
mortgages, (3) deferred payment liabilities, (4) public and other deposits. 

Equity includes (1) Share capital (2) Reserves and (3) Surplus 
Source: Various issues of Reserve Bank of India's Monthly Bulletin. 

Iron and Steel Industry 

The parameter calculated in the case of iron and steel industry are given below:- 

(a) Standard deviation of debt-equity ratio (o) « 0.14 

^) Mean of debt-equity ratio (x) «» 0.2^5 

(c) Number of observations (N) =■ 6 

(d) Hypothetical ratio (^) _*=• I 

(e) Value of "t” 

“t” -a 12 

(f) Degree of freedom N—1 

„ 6—1 - 5 

(g) Level of significance X •> 1% 

(b) Table value of “t” 1 4.03 
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Tablb II 

U* Valne lo Setea Sciected loduitrles 


Industry 

Mean of 
debt«quity 
ratio 

' Standard .< 
deviation of 
debt>eqoity ratio 

Calculated 
value of 

“t” 

Tobacco 

0.091 

0.123 

16 53 

Cotton textile 

0554 

0.065 

15.34 

Silk & rayon textile 

0.20S 

0.020 

88.88 

Paper A paper products 

0.395 

0.050 

27.06 

Shipping 

1.159 

0 246 

5.80 

Rubber A rubber products 

0.327 

0.062 

24.47 

Electricity gen. & supply 

0.6 It 

0.117 

7.30 


Number of observations in all the 

cases (N) « 6 

Hypothetical ratio 1 

Level of significance =«= 

Tabic value of‘t’ = 4.03 


As the calculated value is greater than 
its table value (i.e, 21.7 at 5% level of 
significance), the difference between the 
debt-equity ratio from industry to indus¬ 
try is significant. 


The study reveals the conclusions 
that: 

(1) The usual recommended norm of 
1:1 or 100% for debt equity ratio does 
not apply in the industries study. 

(2) The difference in the ratio in the 
same industry time to time, is not signifi¬ 
cant, whereas industrywise difference is 
significant 

A recent study made in regard to cur- 
rent ratio has also rejected the established 
norm of 2:1 in Indian industry. The two 
studies thus lead to the same trend. Fur- 
ther studies in this direction are needed 
to establish ideal ratios for Indian 
industries. 

References 

1. One per cent level of sigDificance means 
that there is a one per cent chance that 
the conclusion derived is not correct. 

2. Five per cent level of significance means 
that there is a five per cent chance that the 
conclusion derived is not correct. 


Student's **1" test has also been applied 
here to test the hypothesis in selected 
industries as a whole. The average debt- 
equity ratio has been calculated for this 
purpose, as shown in Table I. 


The various calculated values are as 
follows:— 


1. 7 « 0.449 

2. a =0.320 

3. N :« S 

4. /i « 1 

5. Value of *‘1” 


‘‘t 


(0.449—1) 
” 0.320 
» 4.356 



The table value of “t” at 7 degrees of 
freedom at one per cent level of signifi¬ 
cance is 3.4995, which is lower than the 
calculated value. This again proves that 
the hypothesis is not correct. 

Thus the present study shows that <he 
debt-equity ratio is not l:r in Indian 
industries though much will depend on 
the nature of the industry and econ 9 mic 
conditions in which it is operating. 

The debt equity ratio has also been 
studied by applying “F” test in tbf ,techni¬ 
que of variance analysis. 

For this purpose various calculations 
have been made which are giveni n 
Table 111. 


tabu& hi 

Analysis of Variance 


Sources of variance 

Sum of 

squares 

Degree of 
freedom 

Variance 

(2-3) 

1 

2 

3 

4 

Between columns (time wise) 

0.043 

6 

0.007 

Between rows (Industry-wise) 

4.912 

7 

a702 

Residual 

0.180 

42 

0.004 

Total 

5.135 

55 



Annlysls: 


(a) *F' (Between columns) 


0,007 

0.004 


1.75 


Variance between colunms 
Residual Variance 


The calculated value ot**F" comes to 1.75 whereas the table value is 21.7 at 
5%* level of significance. The calculated value of *F* is lower than the table value, 
Therefore, the difference between the debt-equity ratio of different times for the 
same industry is not significant. 

. Variance between columns 

(«) -F - 


0.702 
“ 0.004““ 


175.5 
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ilpoints 

«v«ry businessman 
ought to know 
about his weight* 


If you want to gain weight (Import), 
or shed some (export), in any of 37 points around 
the world, your best bet is Air-India. 

You can pay us in rupees and save your precious 
foreign exchange for times when you reaiiy ne^ it 
Remember. We have more originating flights 
from India. And we fly to more destinations 
than any other airline. • 

So the next time you have a weight problem, 
call Air*lndia or your nearest cargo agent 



4(Xt)U DhtW • Accra • AddI* Abibt • Ad#n • Amsterdam • Baehdad • Bahrain • Banokok* Bombay‘Mro •Cil«im»DliahrW 
Delhi • Dubai • Frankfurt • Ganava • Hono Kong • Jeddah • Kuala Lumpur * Kuwait * tagoa • wndon • Madw • MaurWuo 
Moscow • Muscat • Nairobi • New York • Osaka • Paris • Perth • Roma • Seychellas • Singapore • Sydney • Tahaian • Tokyo 
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We carry weight 
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scene on 


E. B. Brook 


new 


the 

year's eve 


WHh a twlng ttj/a over the westarh scana, tha author finds Ewopaan 
aeonomlas rafusing to raspond to ramadlas. Ha asks boar oldastars In 
aastarn Europa can fulfil tha communist aim of axporting raaolutlon and 
noHs tha Indiffaranca of tha Amwicans to tha sinking dollar. Ha 
ballavas that tha possJbUlty of tha third world bacoming potantlal 
customar naads sustalnad ayprasslon. i 


ItS'Nbw Yeas Eve as this is written, quite 
a mild day here with occasional showers 
and nothing io the weather to motivate 
any Chrislmassy-New Years euphoria as 
the cars slush past in the street, mackin¬ 
toshes rather than thick coats are worn 
and, with the cheapest whisky at over £4 
a bottle, little prospct of anything like a 
round of goodwill drinks. All the same it 
is pleasant to write more or less truthfiilly 
in a cheerful note, because it is quite 
possible to be relatively cheerfUl SS long 


Job if a sufficient number of his flock 
dislike his ways and ofElcially say so. 
That the terribly British phenomenon, 
tha English parson, should be among 
those automatically Europeanised on 
January 1 should have aroused much 
more mirth than is the case. More 
importantly, the British jury gets a Euro¬ 
pean one in the eye in so far that coroners 
need summon juries to assess the cause of 
a death, even in the case of murder, only 
when they feel inclined to. Nothing 


WINDOW 

ON 

THE WORLD 


as the review remains superficial. So, 
for 1978, the good news first. , 

The British, despite themselves, become 
Europersons on January 1. To any one 
who knows them well this is not only 
cheerful but positively laughable. Only a 
few more or less Euroexperts are awai;e of 
this metamorphosis; 'Happy New Year 
Europerson' tomorrow would arouse a 
stare rather than a smile; the less chari¬ 
table would suspect a i^ew year’s eve 
hangover. - But, like it or. not, the Britcm 
is now a Europerson; several of his laws— 
one or two of them very old laws indeed, 
including one that makes parsons almost 
immovable from their jobs, are auto¬ 
matically changed. The British parson, 
for example, can now be put out of his 


particularly economic., in all that except 
that, if the so typically English parson 
and juryman are laid ''l^er by the law of 
the .Common Market, the company direc¬ 
tor and the trader had better look out. 

Leaving the Briton to grow accustomed 
to his Eurbpersonality, a quick look over 
the continent of Europe reveals few in 
notably . good shape. Prosperous the 
West Germans may be in their land now 
slowly ridding itsef of the Baadcr-Meinhof 
menace, but the near-million unemployed 
in West Germany are more ominous to 
the state than are the million and a half in 
Britain. Still less happy over their un¬ 
employed are France and Belgium. The 
cost of oil fbel, the struggle for foreign 
orders and the nflisal of national 


economies to respond to remedies adds to 
the clouds cumntly floating over western 
Europe. If the more dexterous Italians, all 
with a second job not declared for tax¬ 
ations, manage to keep their heads a little 
farther above water than they or anyone 
else had expected and improve their 
balance of trade no one, not even the 
Italians, expect that to settle into a 
permanent pattern. 

grMt contrast 

Eastern Europe, to put it bluntly, won¬ 
ders how many more new years several 
of its old leaders will nnrvive physically to 
celebrate. With the first man in the Soviet 
Union slowly approaching eighty and the 
older first man in Yugoslavia nearing 
ninety and not a man under 60 at the 
helm anywhere there must be elements of 
frustrate energy and ability in the swollen 
ranks of the fully developed party and 
civil services in the whole of communist 
Europe. In this matter of survival in office 
and power there is the greatest contrast 
possible between east and west Europe. 
Few survive 6S on the job in the west; 
many expect 60 to be the limit before 
long. 

In the east the top jobs seem to 
be like marriage—‘till death do them 
part'—and the effects of geriatric steerage 
have long been apparent. At one time 
the Soviet Union’s aim was to ‘export 
revotution'; septuagenarians do not make 
revolutions, much less export them. On 
the other hand, if 1978 carries off a few 
of the senior oldsters in east Europe there 
could be a few changes apart from those 
of personnel. 

Alone among the western states, France 
has a general election imminently due—in 
March—and public opinion polls have 
been diligently seeking to sound the pro¬ 
babilities. Allowing for the’ conservative 
habit of the Frenchman and his basic self- 
regard the betting at the moment appears 
to favour the present regime. The left is 


ksmiN booNoMisr 


121 


IANUAS.T 2ft, 1S78 


split between the Socialists and the Com¬ 
munists, the eternal centre of French 
politics split between several clever self- 
interested operators and the Right in¬ 
creasingly inward-looking, concentrating 
on nuclear power to save capital on buy¬ 
ing oil, anxious about the power of the 
agricultural vote and appalled by unem¬ 
ployment among youth, notably those 
highly qualified at universities and the 
famous specialist schools. As always in 
times of perplexity, France turns in on 
itself and becomes an increasingly obdurate 
member of the Market and international 
authorities. 

anxious Greeks 

The Market itself, conscious that, having 
changed from the Six to the Nine in fairly 
recent times and with no small pain, is 
anxiously conscious that it is due to ex¬ 
pand again to become the Twelve, adding 
Greece, Portugal and Spain to its numbers. 
Greece has recently voiced impatient con¬ 
cern at the way in which the Marktt is 
dragging its feet over this operation. 
Greece is anxious, with an overload of 
agricultural produce from last season, to 
find markets on far easier terms for its 
fruit, wine and tobacco, especially as 
Turkey has slashed its sales price for 
exactly the same type of tobacco leaf as 
the Greeks have to offer. The Portuguese 
are similarly impatient, very conscious that 
it contains areas where the communist 
revolt of 1976 is still a political and eco¬ 
nomic force. Alone among the applicants, 
Spain is content to let matters move slowly 
as it adjusts its internal affairs and libera¬ 
lises its own composition. Spain had a 
taste of French attitudes a few weeks ago 
when lorries loaded with Spanish wine 
were overturned by angry French rarmers 
within a few miles of the frontier. In the 
Christmas markets of west Europe Cypriot, 
Greek, Portuguese, Italian and German 
wines vjed for custom with the French and 
Italian products even in the relatively non¬ 
wine drinking British markets and few 
products were offered more cheaply. 

Across the Atlantic the Americans arc 
demonstrating the completely different na¬ 
ture of their economy by their indifferen¬ 
ce to the rapidly sinking, on international 
exchanges, of the value of their dollar. 
Since less than 10 per cent of American 


national income is earned by foreign 
trading) tte United States* position is com¬ 
pletely difllbrent from that of the Europeans 
to whom such a fall the value of their 
currency would be regarded—quite falsely— 
as disaster. It is headline news in London 
that the £ is worth nearly two dollars; the 
American press leads on West Asian poli¬ 
tics and gives the dollar single column 
treatment 

So much for the superficialities—in part 
arousing, generally not a little ordinary 
and boring, obviously viewing 1978 with 
no little anxiety. With the prospect of 
bargaining ahead over such problems as 
the GATT discussions on textiles and other 
world mass produce with the producers of 
what many please to call the Third World* 
anxiety is to be expected. So long as 
national viewpoints remain the criterion 
and some form of protection the easiest, 
most ready and internally popular solution, 
the anxiety will remain. It will remain 
because protection in any form will solve 
nothing. 

When tourists in west Europe can 
book, as they are currently doing, for 
summer holidays, not in Italy but in China, 
surely they must realise that the world has 
practically and in reality become one. The 
industrial, human and commercial pro¬ 
blems of India, Hoiii Kong, Singapore, 


While inaugurating tlie 30th session oi the 
Indian Economic Conference, It will be recalled, 
Mr. Rajogopalachari, Governor of West Bengal, 
suggested the appointment of a panel of econo¬ 
mists to give advice to the Oovernment on cur¬ 
rent economic problems. At present the system of 
consulting economists for the formulation of 
Government economic policies is far from saUs- 
factory. Of course, thme is the Consultative 
Committee of Economists which has done some 
useful work since Its inception. But in accord¬ 
ance with the bureaucratic traditions or foreign 
rule, its advice is obtained as and when it pleases 
the Government. Nor can ft be said that its 
activities have Influenced Oovernmeiit policies to 
any large extent. As constituted, the Committee 
is too targe a body to sift economic issues and 
present a detailed blueprint for action on the 
economic front. If a large scale application of 


Taiwan and Korea as well as tkosa^f 
Japan liav%bBeoiiM|N.|ong since inireallfy*— 
those of Britain; Fnmce, W Oeriiiany and 
the USA. The problem is not how to 
repel textiles from Bombay, Hong Kong 
and Korea but how to make it possible 
by earning from their exports for Indians, 
Koreans and the people of Hong Kong to 
become suflkiently well off to be able to 
buy some of the products of Britain, 
France and the USA. 

The problem involves a far wider 
outlook than what exists at present, a 
willingness to allow trade expansion 
from relatively poor exporters, a 
willingness to research and share the results 
of research into industrial techniques, 
industrial management and commerce. 
How far this wideroutlook will be realised 
remains problematic. The danger is that 
west Europe and the USA will remain so 
absorbed in their own problems and 
allow u trade war to develop between 
themselves to bolster rates of exchange and 
employment figures that the longer-term 
possibilities will not be considered. The 
wider benefits of world industrial output 
need far greater publicity and emphasis 
than they receive yet; the possibility of 
present low-price exporters as potential 
customers is a themelhat needs sustained 
expression if current world perplexities 
are to begin moving towards solution. 


scientific economic knowledge is an iodispendablc 
tool of modern Government, it is necessary that 
the existing gap between the administratioii and 
representative economic opinion should be filled. 
For this purpose, some legislative action is 
imperative. 

Id the United States of America, for example, 
there is the Employment Act of 1946, under 
which a permanent machinery has been set up to 
review and focus attention on the economic prob¬ 
lems of the country. The Act, inter alia, aims at 
the co-ordination and utilisation of all plans and 
resources for the purpose of creating and main¬ 
taining conditions under which there' will be 
afforded useful employment for those able to 
and willing to work and the promotion of maxi¬ 
mum employment, production and purchasing 
power. 
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WWDO WON THE WORLD 


Japan needs bold fiscal action 


Japan's aconomic ncovary faihrad a llWe past tha mld-polnt of 1977. No 
aoonar had tha govarnmant adoptad a raflatlon prograrnma at tha baginning 
of Saptambar, than tha aconomic outlook became clouded by tha steep 
appreciation of tha yen In October, says a report prepared by tha Finance 
Affairs department of Kaldanran, tha Japan Federation of Economic 
Organisations. It recommends that Japan must carry out a bold fiscal policy 
In order to maintain stable aconomic growth and resolve tha acuta trade gap 
problem. 


iNiniSTRiAL NATIONS of thc World were 
beset by the triple woes of inflation, 
recession and deteriorating balances of 
payments in the wake of the large, sudden 
rise in oil prices in autumn of 1973. 
Japan was affected no less seriously than 
other nations because oil accounted for 
more than 70 per cent of its primary 
energy needs and moreover it relied on 
imports for 99 per cent of its oil supply. 
How to overcome the three-fold difficulties 
and achieve a smooth transition to stable 
growth under the changed economic con¬ 
ditions presented itself as the biggest 
challenge to Japan. The government 
took varied measures in response to the 
new situation, but ihe effect of the oil 
price increase proved both profound and 
persistlS^t. The post-oil crisis recession 
became protracted. 

correcting distortions 

Superficially, the Japanese economy 
appeared to be recovering at a satisfactory 
pace, with its realGNP rising 3.4 per cent 
in 1975 and 5.8 per cent in 1976 aAcr 
the 0.3 per cent negative growth suffered 
in 1974. Whut really took place 
however, was a very painful process of 
readjustment-the readjustment of an 
economic structure geared to high annual 
growth rates of nearly 10 per cent for 
years to the new realities of a markedly 
decelerating growth. The task was further 
complicated by the simultaneous need 
for correcting various “distortions'* 
existing within the economic system. Jn 
this difficult process of readjustment, any 
pervasive sense of buoyancy has not been 


generated in the Japanese eeonomy as a 
whole. 

In fiscal 1977, anxiety grew that the 
recovery in business activity was losing 
momentum. True, real GNP advanced 
2.5 per cent in the first quarter of 1977 
over the previous quarter and 1.9 p,:r cent 
in the second quarter. These relatively 
strong gains were mainly due to exports 
and fiscal investment expenditures. There 
were no signs of a rebound in private 
investment in plant and equipment, the key 
element of private demand, except in some 
non-manufacturing industries. Private con¬ 
sumption demand did not show any 
tangible expansion, cither, as a restrained 
pattern of spending was practiced by 
Japanese consumers. 

Meanwhile, industrial production nearly 
levelled out after April and even dropped 
0.5 per cent in the July-September period 
from the preceding quarter. This means 
that the recovery in industrial production 
faltered befoie it regained the previous 
peak registered in the final quarter of 
1973. It was the first drop in the quar¬ 
terly industrial output since it began to 
turn upward after the first quarter of 1975 
when production hit the bottom, or 20 
per cent below the previous peak level. 

upward trend 

After rising to 152.1 or the highest 
point in the present recession in the 
January-March 1973, the inventory ratio 
(the inventory index/the shipment index) 
improved to 122.2 or close to 120, which 
is regarded as the normal inventory level. 
However, it later resumed an upward 


movement until it reached 130 in the 
third quarter of 1977. The rene^d rise 
in stocks was in part responsible for a 
deterioration in market prices for indus¬ 
trial products and raw materials. 

It is generally believed that private 
investment in plant and equipment will 
show signs of motion when the rate of 
the capacity utilsation index (1970 equals 
100) reaches 90. But the plant operating 
rate, too, remained on a declining curve— 
86.3 in the first quarter of 1977, 86.4 in 
the second and 85.0 in the third quarter. 

drop cancolg gains 

As for the employment situation, the 
job seeker*job opening - ratio recovered to 
0.67 in the July-September period of 1976 
from the previous low of 0.55 reached in 
October-Deoember 1975. After the third 
quarter of 1976, however, the job market 
indicator turned downward again until it 
hit 0.53 in July-September 1977, the 
lowest ratio recorded since the particular 
statistical series was initiated in 1962. 
There was some gain in the level of 
employment in the service industries, but 
this was cancelled by a drop in the manu¬ 
facturing sector so that little improve¬ 
ment was made in overall picture. 

As for prices, there was little change 
in thc level of wholesale prices in 1977 
from the preceding year, though they 
continued to show minor fluctuations. 
The behavior of wholesale prices mirrored 
the continued weakness in demand. In 
contrast with wholesale prices, consumer 
prices posted a relatively high 8.6 per 
cent rate of increase in September-July 
1977 from a year ago, though the rate of 
advance slackened somewhat from the 
previous year. 

Current indications, therefore, suggest 
that the economy was running out of 
steam in recent months, pausing in its 
slow recovery from the post-oil crisis 
recession. Its sluggish movement attests 
to the magnitude of the setback sustained 
during the recession and the time-consu. 
ming nature of the adjustments required 
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Co 8wiCcI|/ron] high growth to a decelera¬ 
ting economy. 

A constant rise in private investment 
in search of higher productivity and exj* 
panded scale of production propelled 
economy*s high growth in the past, 
Investment activity was most vigorous in 
the manufacturing sector. These invest¬ 
ments were made in expectation of 
sustained, strong increases in demand in 
the future. The abrupt fall-off in growth 
since 1974, however, gave rise to a major 
demand-supply gap. At the same time, 
the changed pattern of income distribu¬ 
tion in the post-oil crisis years tended to 
reduce the share of the secondary industry 
and enlarge that of the tertiary sector. 
These developments created a sitution 
where the manufacturing industries— 
those of capital and producers* goods in 
particular—are pressed to adjust their 
capacity and employment to low growth. 

adjustment efforts 

The present difficulties of Japanese 
industries do not come only from the 
'•downward shift” in the growth rate 
trend. In a number of industries, enter¬ 
prises suffer from relatively higher energy 
and raw material prices than in other 
countries, or became vulnerable to com¬ 
petition from developing countries. All 
these developments heighten the need for 
adjustment efforts. 

Such adjustments forced on Japanese 
industries and businesses translate them¬ 
selves into a slump of medium-term 
duration in new plant and equipment 
investment and have a deflationary in¬ 
fluence on the future course of the 
Japanese economy. In the field of em¬ 
ployment, the “career-long employment** 
system unique to Japanese businesses 
sharply limits room for flexible changes in 
the level of employment. Surplus work¬ 
force, as a result, continue to be retained 
by employers in a considerable number 
of industries. This produces a depressing 
effect on demand for labour, on the one 
hand, and delays the smooth adaptation 
of the entire economy to the growth 
deceleration. 

It is true that new investment and 
increased demand for labour are found in 
the tertiary industry and part of the 
secondary industry producing durable 

hAS»RK SCMOMIST 


consumar goods. In each of these indus¬ 
tries, however, business behavior is 
basically governed bv a retrained outi^k 
for flithie economil growth. Theibtore, 
they can hardly be expected to produce a 
general, stimulating influence on the 
economy, 

doprossing influence 

The demand slump resulting from the 
economic adjustment in progress and the 
setback suffered by the manufocturing 
sector were mainly responsible for the 
dampening of demand for imports. The 
depressing influence of the domestic 
economic slump on Imports was magni- 
fled by the fact that industiral raw 
materials occupy 70 per cent of the 
nation*s annual imports. Imports of 
manufactured goods, also, are being 
discouraged by the diminished investment 
in plant and equipment. In this sense, 
the current problem of a large trade sur¬ 
plus is a reflection, at least in part, of 
the adjustment process Japan’s domestic 
economy is undergoing at present. 

The government has taken a series of 
actions to facilitate the Japanese eco¬ 
nomy’s transition to stable growth. It 
adopted in May 1976 the ‘•Economic Plan 
for the First Half of the Showa 50s (1976- 
80)” which was meant to give some basic 
guidelines for economic management for 
the period. In fiscal 1976, or the first 
year of the plan, implementation of the 
policies under the plan suffered a delay 
due to certain political developments and 
other factors. The delayed start may 
have been partly responsible for prolong- 
ging the prseent stagnation. In fiscal 
1977, however, the government addres¬ 
sed itself vigorously to task of supporting 
economic recovery on a priority basis. 
It boosted the budget’s expenditures on 
public works by 21.4 percent over the 
previous fiscal year. It also called for 
completing contracts on 73 per cent of the 
planned public works projects for fiscal 
1977 in the first half of that year. 

In spite of governmental measures to 
stimulate the economy, developments 
from mid-year onward made it apparent 
that recovery in business activity would 
run but of steam. Attainment of the 
6.7 per cent growth goal for fiscal 1977 
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WM held Id doubt. Furtber tetioas to 
ejQMnS dnueetic deouad were abo ngar- 
ded easential to reduce the external^ im* 
.. bglapcei. vlhe geverameitt tln» Mtftovfd 
an oveiuU ^cmomic policy pacl^e whose 
main ingredients were further boosts in 
pphlto investment and private residential 
construction, at the beginning of Septem¬ 
ber, for immediate implementation. This 
was followed by the announcement of a 
set of measures designed to alleviate the 
trade imbalance latto: in the same month. 
These trade measures cither have been 
put into effect or are under preparation. 

The overall reflation packageof Septem¬ 
ber improved the chances for the 6.7 per 
cent growth goal to be achieved for fiscal 
1977 as promised by the government. 
But the rapid revaluation of the yen 
against the dollar started in October and 
the hopes of September were replaced 
soon by fear that the steep yen revalua- 
tion would deflate the economy and 
result in a lowering of the growth rate. 

powerful boost urged 

Further actions to stimulate domestic 
demand have become more urgent than 
ever in order to bolster growth and regain 
an external economic equilibrium. An 
expansionary budget on the part of the 
government is a definite necessity for 
fiscal 1978. On the side of public finan¬ 
ces, however, the prolonged r^ssion 
has brought a slowdown in the growth 
of tax revenues, with the result that the 
government was forced to finance close 
to 30 per cent of the general account 
budget with bond flotations in the two 
consecutive fiscal years of 1976 and 1977. 
Technically, therefore, room has drasti- 
caily diminished for expanding fiscal 
expenditures for the purpose of stimula¬ 
ting economic activity. But the major 
problem of the national economy is to 
ride out the present difficulties of the tran¬ 
sitional period and achieve a safe landing 
in a stable growth orbit. This requires 
that the government seek a solution to 
the fiscal deficit problem over a medium 
term, instead of on a year-by-year basis, 
acting from this standpoint, Keidanren 
and Japan’s private industry have asked 
the government to implement a vigorous 
policy to achieve economic expansion. 
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Hit short Gommoiit is 

aliO ihe right one on the contro¬ 
versy over the appointment of the chief 
justice of the Supreme Court was the one 
delivered by the prime minister at his 
press conference last week. As Mr Desai 
pithily said, lawyers do not appoint judges, 
the government does. True enough. 
But then the government is accountable 
not merely to the legislature but to pub¬ 
lic opinion for each and every one of its 
acts. There is no gainsaying the fact 
that the issues raised for the selection of 
a new chief justice of the Supreme Court 
are of the greatest public importance 
because of a certain specific back^ound 
and some very peculiar circumstances. 

Normally the seniormost of the judges 
should be selected for an elevation. There 
can be no two opinions on this point for 
the simple reason that this is one of the 
more essential conditions for the preser¬ 
vation and promotion of the indepen¬ 
dence of the judiciary. However, tiliere 
can be occasions when a departure from 
this convention or practice may have to 
be made, and if this necessity arises, the 
government should not shirk its responsi¬ 
bility, however onerous or irksome it may 
be. It is of course of the utmost import¬ 
ance that there should be no political or 
ulterior motive whatsoever behind the 
government ignoring the criterion of 
seniority. Once this requirement is 
satisfied, the government should be bold 
enough to act in the public interest. 

It is of course true that no judge should 
be penalised for his political views or his 
view of public policy even when they are 
found to colour his judicial opinions or 
decisions. Judges are also human beings 
and citizens. The concept of a totally as¬ 
eptic judicial intelligence or temperament 
has always been a myth. At the same time, 
precisely because a judge is a en^ 

joying like other citizens the protection 
of law and of the economic, political andj 
social institutions of a free society, he 


hna A cooipeUiiig obUgadon for so 
charging his judicial duties that his 
decisions do not deny that protection; 
to his fellow-citizens. In other words, 
by virtue of the position he holcis, he 
has at all times to discharge the duties of 
a trustee of the public in respect of the 
protection guaranteed to all citizens in¬ 
cluding himself by the rule of law and 
the economic, political and social institu¬ 
tions that go with it. Where a judge is 
held to have betrayed this trust while 
functioning in his judicial capacity, the 
opinions expressed or decisions delivered 
by him should certainly be taken into 
consideration by the government when it 
is called upon to consider matters relat¬ 
ing to his place in the judiciary. 

To be more explicit, the 

judgments delivered by the Supreme 
Court on the famous habeas corpus case 
during the emergency are not matters 
which can be treated merely as differences 
in the interpretation of the law by 
different judges. Here is an instance 
where the citizen’s ultimate right to life 
and liberty in a political order clearly 
meant to be governed by the rule of law 
was made null and void precisely when it 
became most important for our country 
and its people that that right should be up¬ 
held against the usurpations of an autho¬ 
ritarian regime. In other words judges, 
whose raison d'etre was that they should 
protect the rights of the citizens under 
the rule of law, particularly the right 
t0 life and liberty, were found to have 
failed in discharging this primary and 
ultimate responsibility bf theirs. In sudi 
situations, there is every justification for 
following the procedure prescribed in 
the Constitution for enforcing the public 
accountability of the judges. 

Under clause (4) of section 124 of the 
Constitution, a judge of the Supreme 
Court could be removed from his ofiice 
by an order of the president passed 
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^ |bem%rsI^ofthat Hopseai^ by a 
m&t ksz fhaa two-tiurds of 
ik|ember$ of ttM House present and vot- 
ii^^asbeen presented to the president 
in the same session for such removal on 
the ground of proved misbehaviour or jn? 
capacity. The succeeding clause (5) eni- 
powers parliament to regulate by law the 
procedure for the presentation of an add¬ 
ress and for the investigation and proof of 
the misbehaviour or incapacity of a judge 
under clause (4). Whether these powers 
conferred on it should be invoked 
parliament on this occasion or not is a 
matter for parliament to consider. Mean- 
While, the government should certainly 
bear in mind considerations of the pub¬ 
lic interest in selecting a successor to the 
present Chief Justice of the Supreme 
Court. At a time when a nation¬ 
wide hunt is on for seeking out 
and punishing people in several walks 
of life who had in varying ways parti¬ 
cipated in subverting the rule of law and 
destroying the basic freedoms of the 
people during the emergency, it is just 
not fair that members of the judiciary 
who may be similarly guilty should be 
allowed immunity from having to pay 
for their sins of commission or omission. 

True to our reputation as 

a ritual-prone people, we seem to be elabo¬ 
rating the routine which foreign dignitaries 
visiting New Delhi have to follow. The 
latest addition is that VIP guests should 
fondle the president's grand-children for 
the benefit of the news cameramen. Indeed 
when president Carter and prime minister 
Callaghan were in Delhi recently, their 
performance of this particular chore was 
given even more publicity than their go¬ 
ing to Rajghat for laying a wreath on the 
Gandhi samadhi. Incidentally state guests 
of those days when Rajendra Prasad was 
in Rashtrapati Bhavan clearly had reason 
to be thankful that the then president had 
not thought of this particular means of dis« 
playing bonhomie. The first president of 
India was a patriarch with such an abund¬ 
ance of grand-children that their number 
probably was the initial provocation for 
the govemmen of India turning its 
thoughts to-t 
wards popula¬ 
tion control. 
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TRADE 

"WINDS’ 


Indo-USSR Tradt 
for 1978 

The trade protocol between 
the USSR and India for 1978 
envisages a total turnover of 
Rs 1056 crores as compared to 
the expected turnover of 
around Rs 900 crores in 1977. 
The protocol was hoalised and 
initialled on December 26, at 
the conclusion of the visit of 
the Soviet trade delegation. 
The present exports from India 
to the USSR include a number 
of non-traditional items like 
steel structurals, storage bat¬ 
teries, garage equipment, hand 
tools, medical and surgical ins- 
truments, aluminium power 
cables, dry core-cables, elec- 
tronic instruments, etc in addi¬ 
tion to our traditional exports 
like tea, eolfee, spices, cashew 
kernels, etc. The important 
addition to the list is the 
machinery and equipment 
manufactured at industrial en- 
terpriscs built in India with the 
Soviet assistance valued at 
over Rs 90 million. These arc 
meant for projects set up with 
Soviet assistance in third 
countries. 

Import List 

On the import side are in- 
eluded important raw materials 
like crude oil to the extent of 
L5 million tonnes, kerosene 
and diesel oil, urea, muriate of 
potash, chemicals, DDT, sul¬ 
phur and number of non-fer¬ 
rous metals like zinc, nickel, 
platinum, palladium and other 
products like cotton, asbestos, 
newsprint, in addition to 
machinery and equipment in¬ 
cluding components, raw- 
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materials, spare parts for the 
Soviet assisted projects in 
India. 

The trade protocol was ini¬ 
tialled by Mr M.A. Kiselev, 
chief of division, Soviet minis¬ 
try of Foreign Trade, on be¬ 
half of USSR and by Mr 
Suresh Kumar, joint secretary, 
ministry of Commerce on be¬ 
half of India. The trade pro¬ 
tocol will be signed at the level 
of secretaries later in 1978. 
The talks between the two 
trade delegations were held in 
a cordial atmosphere of friend¬ 
ship and cooperation. 

Government Action 
on Jhe Penel 

The Finance minister, Mr 
H.M. Patel, stated recentlythat 
the government would try to 
take decisions on the Jha com¬ 
mittee's recommendations as 
soon as possible. He pointed 
out that some of the recom¬ 
mendations were far reaching 
and would require time to 
study while for other recom¬ 
mendation consultations with 
state governments would be 
necessary. The minister, who 
was addressing the 22nd meet- 
ing of the Customs and Central 
Excise Advisory Council, re¬ 
called that the 1977-78 budget 
had incorporated some of the 
committee's recommendations 
in its interim report submitted 
in April last. A major reform 
introduced in the budget rela¬ 
ted to the nomenclature and 
classification of textile yarns /' 
and fabrics and some steps ; 
were taken in furtherance of 
the multi-fibre policy which the 
government was evolving. 

Mr Patel added ^that the 
i' 


goivurameut would caruAiily 
aiiidy the Jha committee re¬ 
commendation for the Integra- 
tionoftbe individual indirect 
taxes into unified Value Added 
Tax (VAT) in respect of manu¬ 
factured products, to begin 
vrith. The tax administration 
and tax laws, he said, must be 
^'dynamic and responsive to 
circumstances if they are to 
maximise the revenue without 
imposing avoidable inconveni¬ 
ence or burden on tax¬ 
payer. This is why the process 
of simplification and rationa¬ 
lisation of laws, rules and 
procedures, has to be conti¬ 
nuous.” 

Sugar Industry 
Modernisation 

The government has annou¬ 
nced that it would not insist 
on a debt-equity ratio of 1:| 
for the modernisation and 
rehabilitation of the sugar in¬ 
dustry. This relaxation has 
been made only for the sugar 
industry so as to enable it to 
speed up the modernisation 
programme under the soft 
loan scheme. In a press release, 
the government has held that 
the debt-equity ratio of 1:1 
need not be insisted upon in 
the case of modernisation and 
rehabilitation of sugar facto- 
ries which affect expansion in 
terms of the parametres laid 
down for this purpose. How¬ 
ever, it has clarified that this 
ceiling of 1:1 debt-equity ratio 


win ooBtiiiue to %pply in 
case of norma] expansions. 
In such cases it would also be 
ensured by the lending institu¬ 
tions that the guidelines pres¬ 
cribed by the government in 
regard to effective development 
of the resources of the com¬ 
pany before deciding on the 
grant of loans are adhered to. 

Ztm Turmeric Export 
Banned 

The government has banned 
the exports of zeera and tur¬ 
meric in order to ensure their 
availability in the domestic 
market at reasonable prices. 
The ministry of Commerce 
and Civil Supplies is following 
a deliberate policy of banning 
exports of certain spices and 
permitting imports of some 
others on OGL basis. The 
objective is to ensure adequate 
availabilitv in the domestic 
market so that the consumer 
can get the spices at reasonable 
rate. 

Orient Paper 

Orient Paper Mills, a large 
producer of paper and boards 
proposes to set up a paper 
project near Batarraara in 
Madhya Pradesh. The project 
estimated to cost Rs 38.50 
crores, envisages a capacity 
of 36,000 tonnes of paper and 
boards per annum. The annual 
production of the project is 
estimated at Rs 13 crores. The 
proposed undertaking will be 


Demonutisation 

The President of India promulaated on January 16, 
an ordinance withdrawing from circulation currency 
notes of tl» denomination of Rs 1,000, Re 5,000 and 
Rs 10,000. These currency notes esased to be legal 
tender in payment or on account at any place on the 
expiry of January 16,1678. 

The ordinance was promulgated becauee there 
were reasons to beliovo that the availability of currency 
metes of the donominatlon of Rs 1,000 and above faci* 
lltatad the Illicit transfer of money for financing tran*. 
aactlons which were harmful to the natimal eeenemy 
or which were for Illegal purpoaaa. 
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• tfIrilkNi «f Qrtoni Pa(i«r 
Mini Tb^ Inject is proposed 
to be financed by the com¬ 
pany’s own resonrces which 
would be snpplemented by 
borrowings from financial 
institutions and banks. The 
company has received the 
sanction of the government 
for setting up the project and 
is seekli^ the clearance under 
the MRTP Act. 

Groundnut Production 

The groundnut production 
this year is estimated at 
S.S million tonnes, according to 
the latest official assessment. 
An official note on the crop 
situation stated that firm 
estimates for 1977*78 ground¬ 
nut production were not yet 
available. While the condition 
of the standing crop was re¬ 
ported to be on the whole 
satisfactory the yield is not 
expected to be as good. The 
rains in September and early 
October in groundnut pro¬ 
ducing states which might have 
helped to improve the per 
hectare yield, did not materi¬ 
alise. Thus, against the earlier 
estimate of about 6.1 million to 
6.2 million tonnes the current 
year’s crop might be of the 
order of 5.3 million tonnes, 
which will be marginally higher 
than the 1976-77 crop of 3.26 
million tonnes, but much lower 
than the bumper harvest of 
6.96 million tonnes in 1973-76. 

Quality Control of 
Eloctrical Appliancos 

The electrical Appliances 
Manufacturers’ Association 
has expressed concern over the 
governments* recent notifica¬ 
tion to give effect to quality 
control order under Essential 
Commodities Act with respect 
to electrical appliances effective 
from January 1,1978. The con¬ 
cept of the government in taking 
domestic electrical appliances 
under Essentisil Commodities 


Act was apprehended by the 
association as these appliances 
in no manner fulfilled the con¬ 
ditions of the said Act. As a 
consequence of lack of testing 
facilities with ISI, SlSI and 
other testing laboratories, the 
articles of many of its members 
would remain stocked without 
sale for want of quality control 
certification. Another disturb¬ 
ing feature was that these 
laboratories did not have 
enough man-power and capaci¬ 
ty to serve a vast army of 
associations’ members. More¬ 
over the testing laboratory to 
be set-up at the Directorate of 
Industries had not so far taken 
shape, which was exclusively 
to serve the needs of small 
scale sector. It is feared that 
lack of testing facilities and 
manpower would seriously 
affect the interests of the 
industry, especially of the 
small-scale sector. 

Duep Sta Fiahing 

In a major policy decision 
the government has decided to 
allow three large scale indus¬ 
tries —Tata, Chowgules and 
Kelvinators—to diversify into 
deep sea fishing. Two other 
new companies which will be 
joint ventures with Nigeria 
and Bulgaria have been given 
licences for deep sea fishing. 
The government has decided 
to allow diversification of large 
houses in deep sea fishing, 
keeping in view the enormous 
export potential of marine 
products. Various market 
studies have shown that marine 
products can emerge as one of 
the major source of foreign ex¬ 
change earnings for this coun¬ 
try, for outweighing the invest¬ 
ment required for importing 
trawlers. In deciding to allow 
large industry to enter this 
field, necessary safeguards are 
being taken to protect the 
interests of small and medium 
scale fishing concerns. Accord¬ 


ing to latest gnidetiaeawhich' 
have been evolved by the AgH^’ 
cuHure ministry, they will 
only be allowed to operate in. 
sectors which are beyond the 
scope of others in this field. 
For instance, the government 
would welcome their opera¬ 
tions based on the Andaman 
and Nicobar islands or at 
Lakshadweep. They would 
also be permitted to function 
off the shore of backward 
areas, where fishing has not 
yet developed sufficiently. 

NAFEO to Procure 
Gram 

The government has decided 
to entrust procurement of gram 
at support prices of Rs 125 
per quintal to NAFED during 
1977-78 season. The decision 
to raise the support price of 
gram from Rs 95 to Rs 125 per 
quintal was on the report of 
the Agricultural Prices Com¬ 
mission and the study made by 
the department of Agriculture 
on price policy for the year 
1977-78. The increase in the 
support price by Rs 30 per 
quintal coupled with the spe¬ 
cial efforts made by the minis¬ 
try of Agriculture to boost the 
production of various pulses 
particularly gram, toor and 
masoor will have a positive 
impact for encouraging far¬ 
mers to bring larger acreage 
under pulses. Rabi pulses 
form nearly 57 per cent of 
the area under pulses and 
account for 64 per cent of the 
production. Of these gram is 
the major pulse which ac¬ 
counts for nearly 45 per cent 
of the total production and is 
mainly produced in the states 
of Punjab, Haryana, Rajasthan, 
Madhya Pradesh and Uttar 
Pradesh covering an area of 70 
lakh hectares. 

The NAFED has already 
been entrusted with price sup¬ 
port operations in respect of 
major oilseeds namely, ground¬ 


nut, uoyabean and sunflower 
during the past two years. 
During the current year, the 
oilseed prices were luling 
much above the support prices 
of Rs 160 and Rs 150 respec¬ 
tively in respect of groundnut 
and sunflower seeds. However, 
the price of soyabean did not 
tend to decline below the sup¬ 
port price of Rs 145 per quin¬ 
tal and the NAFED undertook 
price support operations main¬ 
ly in Madhya Pradesh where 
it stabilised the prices by pro¬ 
curing nearly 400 tonnes at the 
support price of Rs 145 per 
quintal for fair average qua¬ 
lity. 

NAFED has also arrang¬ 
ed import of 10,000 metric 
tonnes of masoor from Turkey 
which is already being distribu¬ 
ted in masoor consuming 
states at reasonable prices 
through the cooperative and 
other institutional agencies. 

Incentive to Farmers 

Entrusting price support 
operations in respect of gram to 
the NAFED for the first time 
will ensure the incentive for 
growers by way of support 
price and also make it possi¬ 
ble for time procurement in all 
important gram growing areas 
through the network of mar- 
keting cooperatives coming 
under the fold of the NAFED. 
NAFED will not have to set 
up any separate machinery or 
incur expenditure for under¬ 
taking the price support o|)era- 
tions in respect of the gram 
this year. The Federation 
which is already undertaking 
various measures for distribu¬ 
tion of essential commodities 
such as edible oil, tea, pulses, 
onion, potatoes, eggs etc, in 
various parts of the country 
will be in a position to distri¬ 
bute gram during the off. 
season at reasonable prices 
in case it is able to muster 
suflicient stocks at support 
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prices during the ensuing kabi 
season. 

Sikkim's Annual Plan 
for 1978-79 

The outlay for the annual 
plan of Sikkim for 1978-79 
will be of the order of Rs 15.80 
crores. This was decided 
at a meeting held between 
the deputy chairman, Plan-- 
ning Commission and Kazi 
Lhendup Dorji, chief minis¬ 
ter of Sikkim recently. The 
sectoral distribution of the 
approved outlay is as follows: 
(The figure are in Rs lakhs) 
Agriculture & Allied Services 
452.7; Transport & Commu¬ 
nications -424.8; Social Sc 
Community Services—358; 
Power Development &, Water 
-175; Cooperation—20; Indus¬ 
try & Minerals—109; Econo¬ 
mic Services—2.5; General 
Services—33 and Sericultural 
Development—5.00. 

Provisions of 
Packaging Rules 

The government has extend¬ 
ed the date of implementation 
of the new provisions of the 
Standards of Weights Measures 
(Packaged Commodities) 
Rules, 1977 from January!, 
1978 to April 1, 1978. A noti¬ 
fication for bringing into force 
the provisions of the Standards 
of Weights and Measures 
(Packaged Commodities) Rules 
was issued by the Directorate 
of Weights and Measures, 
ministry of Civil Supplies and 
Cooperation, on September 26, 
1977—the day the Packaged 
Commodities (Regulation) 
Order, 1975, ceased to have 
legal force. According to the 
notification, these provisions 
of the rules which correspond 
to the 1975 order became 
operative with effect from 
September 26, 1977. The rules 
also contain new provisions 
which were not included in the 
earlier order. In respect of 


these provisions, Jhnuary 1, 
1978 was selected as the date 
on which these would come 
into force. 

Representations have since 
been received by the central 
government from trade and 
industry pleading for waiver 
or modification of the new 
provisions. Since it will take 
some time to examine all these 
representations and arrive at a 
decision, the dale of imple¬ 
mentation of the new provi¬ 
sions has been extended to 
April J, 1978. 

FtCCI Awanis 

The Federation of Indian 
Chambers of Commerce and 
Industry announced its annual 
awards for outstanding contri¬ 
butions by individuals, com¬ 
panies and institutions in the 
various fields of socio-econo- 
mic development, including 
research in science and techno¬ 
logy, In the field of agricul¬ 
ture, College of Agriculture, 
Punjab Agricultural Univer¬ 
sity, Ludhiana will receive the 
award for bringing improved 
varieties of crops and horticul¬ 
tural plants carrying out ex¬ 
periments on the best use of 
fertilisers and irrigation an^ 
developing improved agrono¬ 
mic practices. The export 
promotion award will go to 
the Engineering Projects 
(India) Ltd for its unbroken 
record of achievement in ex¬ 
port of equipment and obtain¬ 
ing turnkey projects abroad. 
The Projects and Equipment 
Corporation of India, subsidy 
of STC will also be awarded 
for a breakthrough in the 
exports of the sophisticated 
items to the newer markets. 
For industrial relations the 
Dharangadhra Chemical 
Works, Suhutaram have been 
awarded for their excellent 
industrial relations. The 
company has no lockouts or 
go-slow since 1969. The 


Oentral Food Technological 
Research Institute, Bangalore, 
will get the award for deve¬ 
loping the Coca Cola substi-. 
tute “77.” 

Defence Industries 
Exhibition 

The Defence miniMer, Mr 
Jagjivan Ram, will open the 
“Defence Industries Exhibi¬ 
tion, 1978” in New Delhi on 
January 27. For the first time 
ever, such a comprehensive 
display of industrial products 
has been organised as a part 
'of the week-long Republic 
Day celebrations in the capital. 
A wide range of arms and 
equipment manufactured in 
India will be on display at the 
exhibition which will be held at 
the TDA pavilion In the Pragati 
Maidan in Delhi. Also on 
display will be a large number 
of items that could be taken 
up for manufacture by the 
civil sector. 

All the nine defence public 
sector enterprises, ordnance 
factories and departmental 
undertakings, the Defence Re¬ 
search and DcvelopoiCnt Orga¬ 
nisation and the Directorate 
General of Inspection are tak¬ 
ing part, besides the army, 
navy and the air force. De. 
fence industries last year pro¬ 
duced goods worth over 
Rs 86S crores — including 
Rs 465 crores by the ordnance 
factories and Rs 400 crores by 
the defence corporations. The 
ordnance factories represented 
total capita] assets worth 
Rs 351 crores in 1975-76 (as 
against Rs 40 crores in 
1959-60). The public sector 
undertakings represented a 
total capital investment, equity 
and government loans, of over 
Rs 235 crores in 1976. 

The ordnance factories have 
achieved self-sufficiency in small 
amis production for the infan¬ 
try like rifles, mortars, carbines 
and machine guns. They are 


^alao inroffiictiig mowttaiii guns, 
'recoil-less gun, anti-tank guns,- 
tank guns and heavy mmrtars 
for artillery and the armoured 
corps. A new ordnance factory 
has recently started production 
of the India field gun for the 
artiileiy and a considerable 
headway has been made on 
development of an improved 
and lighter version of this gun. 
An ordnance factory is pro¬ 
ducing Shaktiman 3-ton, Nis¬ 
san 1-ton and Nissan Patrol 
vehicles and indigenous con¬ 
tent of these vehicles, at pre¬ 
sent, is 94 percent, 80 per cent 
and 82 per cent respectively, 
Besides these items, the ord¬ 
nance factories produce various 
fire control instruments, bino¬ 
culars and airfield lighting 
equipment. 

Among the defence public 
sector undertakings, the 
Hindustan Aeronautics Limited 
are manufacturing MiG, Ajit 
and HS-748M aircraft and 
Chetak and Cheetah helicop¬ 
ters for Air Force. Bharat 
Electronics Limited is produc¬ 
ing sophisticated electronics 
communication equipment and 
radars for the three services. 
Mazagon Dock is building 
Leandcr Class Frigates for the 
navy. Garden Reach Ship 
Builders and Engineers is pro¬ 
ducing Ocean Going Tugs, 
Seaward Defence Boards and 
Survey Vessels for the navy. 
The total value of production 
for defence by the nine defence 
public sector undertakings was 
approximately Rs 1,880 crores, 
a little less than half the value 
of their total production dur¬ 
ing 1975-76. 

liimas in tht News 

Mr V.S. Na(ant{an has been 
appointed managing director 
of the State Bank of India for 
a period of three year^ ^ 
Natarajan joined the Imperial 
Bank of India as piobatiojikiy 
assistant in 1943. 
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Gujarat Aromatics 

Gujarat Aromatics Liinited, 
a company promoted by 
Gujarat Industrial Investment 
Corporation in association with 
Raipur Manufacturing Com¬ 
pany of the Kasturbhai Laibhai 
group, is entering the capital 
market on January 23 with a 
public issue of 15,97,400 equity 
shares of Rs 10 each and 
10,000, II per cent cumulative 
preference shares of Rs 100 
eacit, both to be subscribed for 
cash at par. The list closes on 
February 3 or e irlier at the 
discretion of the management, 
but not before January 25. 

The proceeds of the issue are 
to be utilised for meeting part 
of the Rs 9.5 crores cost of the 
chemicals project being set up 
at Ankicshwar in the Broach 
district of Gujarat to produce 
annually 5,000 tonnes synthetic 
cresols, 7,350 tonnes sodium 
sulphite, 1,160 tonnes sodium 
sulphate, 5,900 tonnes gypsum 
and 1,310 tonnes soda ash. 
Apart from the equity and 
preference capital, the project 
is being financed through long, 
term loans aggregating to 
Rs 5.99 crores and central 
subsidy of Rs 15 lakhs (appli- 
cable to backward areas). 

The implementation of the 
project is stated to be progres. 
sing according to schedule. It 
is expected to go on stream in 
April, 1979. The mechanical 
completion is envisaged by the 
end of the current calendar 
year and trial runs arc propos. 
ed to be undertaken in the 
first quarter of 1979. It is ex¬ 
pected to yield commercial 


production to the enter of 60 
per cent in the first year, 75 
per cent in the second year and 
100 per cent in the third year* 
The break-even point is nntid- 
pated to be aAieved in the 
very first year of commercial 
operations. 

The company is confident 
that its syntlufiic cresols will 
find a ready market, as the 
entire requirements of this pro¬ 
duct are currently met through 
imports. The demand for the 
item, currently assessed around 
6,180 tonnes, is expected to 
grow to nearly 8,650 tonnes by 
1980. Both the main market 
for synthetic cresols and the 
sources of raw materials re¬ 
quired to produce the chemical 
are not distant from the site 
of the project. 

Technied COBaliMation 

The technical collaboration 
for the venture has been 
arranged from M/s Mitsui and 
Company of Japan and its sub¬ 
sidiaries M/s Honshu Qiemi- 
cal Industry Company Limited' 
and Mitsui Engineering and 
Ship-building Coaqiany Limi¬ 
ted. More thira 60 per cent of 
the equipment is being procur¬ 
ed from mdigenous sources. 
The foreigo exdiange compo¬ 
nent, earlier estimated at 
Rs 1.32 crores, has now been 
brought down significantly to 
around Rs 80 lakhs. 

At full evpmity, theixim> 
over is expected to be worth 
Rs 9.5 crores. The plant has 
been designed in su^away 
that its capacity can be doubl¬ 
ed through installation of 


additional equipment. The 
technology secured is versatile 
which can be used for the 
manufacture of various other 
chemicals. There is no royalty 
involved on the technology. It 
has bm procured on a tump 
sum payment of Rs 81 lakhs, 
ll^ien in fiill production, the 
ptcject will help in saving 
amnuliy foreign exchange 
worth Rs 3 crores. 

Sbrat VaHabh Glass 

Sates of Shree Vallabh Glass 
'^orks during the nine months 
ming December J977 have 
shown a significant increase to 
Rs 9.30 crores against Rs 8.14 
crores for the whole of the 
previous year. On current 
performance, the company 
hopes to better its turnover for 
the year ending March 1978. 
All the plants of the company 
such as sheet glass, figured 
and wired glass, safety glass 
and mirror glass are working 
satisfactorily and the company’s 
order books are full. 

On the export front too, the 
company has shown encourag- 
iiig results, with exports up to 
end of December 1977 reach¬ 
ing Rs 1.75 crores against 
Rs 1.13 crores during 1976-77. 
Orders have been received 
from several countries includ¬ 
ing the USA, Singapore, Indo- 
nesia, Malaysia, West Asian 
anil AfHcan countries. The 
company’s new diversification 
plans for sheet figured glass 
in Oujarat are progressing 
aocordiog to schedule. 

UMustM Ltvtr 

The public issUe of 3.26 
millioo equity shares of Rs 10 
eai^ at a premium of Rs 6 per 

was 

by 9.5 times. 
Thecomj[>any received 161,525 
valid applications for 30.87 
million shares, which is stated 
to be the largest response to 
anypnbiic issue so far. The 


company has finalised the 
basis of allotment in consulta¬ 
tion with the Bombay Stock 
Exchange. Lots will be drawn 
for applications for shares upto 
475. The directors have attem¬ 
pted to have as widespread dis¬ 
tribution of the new sharehold¬ 
ing as possible by allotting 
shares to 45 per cent of the 
•total number of applicants 
that is, 72,346 out of 161,525 
applicants. The directors have 
given additional weightage to 
the smaller investor by allot¬ 
ting 61 per cent of the shares 
available to applicants for up 
to 275 shares. Out of the total 
number of 72,346 allottees, 
91 percent or 65,886 persons 
have been allotted 50 shares 
or less to ensure widespread dis¬ 
persal of the shareholding. 
On the completion of allot- 
nicnt in the above public issue, 
the company will have 95,000 
shareholders (including exist¬ 
ing shareholders) which will 
be the largest number of 
shareholders of any company 
in India. 

India Foils 

India Foils Ltd. has taken 
up a phased modernisation 
programme of its plant as a 
part of which two aluminium 
and oil rolling mills arc under 
installation. The company also 
proposes expansion of alumi¬ 
nium foils manufacturing capa¬ 
city from 3000 MT to 3750 
MT per annum. The govern¬ 
ment has agreed to issue an 
industrial licence under the 
following conditions: export 
obligation of 40 per cent of 
the proposed additional pro¬ 
duction of five years, electronic 
condenser grade foils will be 
manufactured to the extent of 
20 per cent of the additional 
capacity and to produce supe¬ 
rior quality foils as early as 
possible. 

The company will issue 
equity share to public for an 
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ain 0 uiit sufficient to bring down 
the foreign equity holding to 
66.66 per cent. The company 
enUared the capital market on 
January 18. 1978 with a public 
issue of 425,000 equity shares 
of Rs 10 each at par. The 
subscription list will close on 
January 31 or earlier but not 
before January 20, 1978. The 
present issue is 500,000 equity 
shares of Rs 10 each at par. 
Out of this issue 50,000 shares 
are allotted to the directors, 
their relatives and friends and 
25,000 equity shares of Rs 10 
each are allotted to the per¬ 
manent employees of the com¬ 
pany and the balance of 
425,000 equity shares of Rs 10 
each have been offered to the 
public which is fully under¬ 
written by the financial insti¬ 
tutions, banks, insurance and 
brokers in various proportions. 
The main object of the issue 
is to reduce the holding of the 
share capital of the company 
of non-rcsideiits. 

Gwalior Rayon 

Gwalior Rayons is esta¬ 
blishing a new record of ex¬ 
porting about over 20,000 
tonnes of sodium sulphate this 
year. It has already shipped 
12,650 tonnes by the end of 
November, 1977 and is holding 
contracts for another 8,000 
tonnes. The company started 
exporting the chemical for the 
first time in 1974-75 by shipp¬ 
ing about 5,000 tonnes. By 
vigorous marketing efforts, it 
was able to push up exports 
to 8,200 tonnes in 1975-76 
and to 10,600 tonnes in 1976- 
77. This year the company 
will be doubling it*s last year’s 
performance. Sodium sul¬ 
phate exported by the company 
has been well received by Iran, 
East Africa, Philippines, 
Malaysia, Singapore, Bangkok, 
Bangladesh and Taiwan. Apart 
from sodium sulphate, the 
company is actively busy ex¬ 


parting plant and ^ maahumy 
for the manufacture of staple 
fibre. The company has already 
exported in the past complete 
staple fibre plant on turnkey 
basis to South Korea,valued at 
87 million. They have also 
exported major staple fibre 
plant and equipment to 
Bangkok for a joint venture. 
At the moment it is actively 
negotiating further contracts. 

Chloridt India 

Chloride India proposes to 
dilute its foreign equity. It 
proposes to issue 938,100 
equity shares of Rs 10 each on 
cash at a premium not exceed¬ 
ing Rs 15 per share as may 
be approved by the Control¬ 
ler of Capital Issues and 
agreed to by the board. Out 
of these 742,749 shares will be 
offered in the first instance as 
rights shares to the share¬ 
holders who are Indian natio¬ 
nals resident in India. As 
ntany as 95,351.shares will be 
olfered for subscription to the 
directors and employees of 
the company who are Indian 
nationals resident in India 
subject to a limit of 1^0 shares 
per person and 100,000 
shares will be offered for subs, 
cription to the UTI, LIC, GlC 
and its subsidiaries. These 
shares proposed to be issued 
will not qualify for any interim 
dividend that may be declared 
for the year ending August 
1978, but for a pro-rata final 
dividend for tlie year on the 
amount paid-up. 

The proceeds of the issue 
will be utilised for meeting the 
requirements of the existing 
activities and new projects 
including the proposed Haldia 
plant for which a letter of 
intent has been received. The 
Haldia plant will be a 100 per 
cent export oriented unit for 
the manufhctivb of special 
types of ster^ batteiiea.Laiid 
has been acqniied and detailed 


fkat Mvarfaii odl« aspects 
^ the project are being drawn 
np. The company has also 
received a letter of intent for 
the manufiicture of torpedo 
bettery celb, for which manu¬ 
facturing fhciiities will be set 
up io one of the existing fac¬ 
tories. The development w'ork 
in respect of a major import 
substitution project for battery 
separators has proved 
successful. Work is now in 
hand for setting up the related 
manufacturing facilities which 
when commissioned, will 
ellow considerable cost savings 
to be eSected. 

OHIiriii 

The mani^g director of 
OU India Ltd, Mr C. R. 
Jagannatban, accompanied 
by the finance director, Mr 
S. N. Bhatt recently presen¬ 
ted dividend cheques aggre¬ 
gating Rs 4.49 crores to the 
minister for Petroleum and 
Chemicals and Fertilisers, Mr 
H.N. Babuguna. In addition, 
a cheque was also handed 
over for Rs 33.56 lakh repre¬ 
senting the balance of the price 
discount over the years in res¬ 
pect of the value of crude oil 
supplied by the company to 
the refineries of the Indian Oil 
Corporation, 

It may be recalled that 
pending resolution of some 
outstanding issues between the 
government and the Burmah 
Oil Company Ltd, since 1971, 
the accounts of OIL had not 
been finally closed for the 
years 1971 to 1976. Mean¬ 
while, interim dividend of seven 
per cent (net of taxes) for each 
of these years was declared and 
paid to the shareholders. These 
outstanding issues between the 
two partners having been set¬ 
tled recently, the company 
has now toally closed the 
accounts for the six years and 
the Jaal dividend of four per 
Mit,iiuddiittip a total divi- 


dnd of 11 per cent (net of 
taxes) per annum has been 
declared by the company. As 
dividend tax is not payable by 
the government, its share of 
the dividend roughly works 
out to 14.66 per cent . 

SK6 Sugar 

SKG Sugar Ltd’s working 
results show a surplus of 
Rs 27.04 lakhs before depre¬ 
ciation for the year ended 
June 20, 1977, against a profit 
of Rs 31.04 lakhs (before 
depreciation) in the previous 
year. After adding Rs 1.25 
lakh being development rebate 
reserve written back and the 
balance of Rs 14.60 lakhs 
brought forward from the last 
year, the amount for appro¬ 
priation comes to Rs 42.89 
lakhs. A net deficit of Rs 4.8i 
lakhs has been carried forward 
after providing Rs 24.27 lakhs, 
for depreciation, Rs 10.90 
lakhs for bonus and Rs 12.5J 
lakhs for iuterest on excess 
realisation on levy sugar, in 
view of carried forward loss, 
no dividend has been recom¬ 
mended. 

Increased Crushing 

The sugarcane crushed 
at the company's uaits in¬ 
creased by 14.24 per cent to 
3,529,000 quintals during the 
year from 3,089,000 quintals 
in the previous year. The 
recovery increased to 9.24 per 
cent from 8.85 per cent in the 
previous year. The cane avail¬ 
ability for the current year is 
expected to be about 20 per 
cent higher than last year and 
with better quality cane, 
recovery is likely to be higher. 

In spite of the improved 
operating results, the sugar 
division has not shown improv¬ 
ed financial results^ mainly on 
account of sharp decline in 
levy and free sale realisation. 
The results of the company’s 
diitillaiy division have not 
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bees satis^etory on accoimt 
of increase in cost of molasses 
and unremunerative price of 
the spirit. 

Chitavalsah Juta Mills 

Ciutavalsah Jute Mills has 
incurred a net loss of Rs 22.24 
lakhs for the year ended 
July, 1977 after providing 
Rs 13.72 lakhs (Rs 16.09 
lakhs) for depreciation against 
a net profit ofRs 1.32 lakhs 
in the previous year. After 
adjusting the credit balance 
of Rs 1.78 lakhs brought 
forward from the previous 
year and development rebate 
reserve written back amount, 
ing to Rs 2.53 lakhs, a debit 
balance of Rs 17.93 lakhs has 
been carried forward to the 
next year. Sales were lower 
at Rs 6.97 crorcs against 
Rs 8.09 crores in the previous 
year. 

The directors’ report says 
that the year under review 
was one of the most difficult 
ever faced by the jute industry. 
Coupled with poor demand 
and consequential low prices 
for jute and goods, it was the 
second ^successive year for a 
short raw jute crop. The 
report further states that the 
working results for the year 
would have been substantially 
better but for the unsatis¬ 
factory labour situation. Des- 
pite the adverse circumstances, 
the directors are hopeful of 
achieving improved results 
during the current year. 

UP Twiga 

UP Twiga Fibreglass pro¬ 
poses to enter the capital 
market sometime in April with 
a public issue of 1,097,500 
equity shares of Rs 10 each 
at par. The entire issue has 
been underwritten. The com¬ 
pany has been promoted as a 
joint venture by a group of 
overseas Indians together with 
the government of Uttar 


l^eiii tiifougli Mfliro 
owned corporationl^^jradesfaiya 
Industrial and bvestment 
Corporation of JJf and UP 
State Industrial Development 
Corporation. The f^vate pro¬ 
moters have extensive business 
and industrial interests and 
experience in Africa, the UK, 
Canada, Morocco and now in 
India. The first phase of the 
project is estimated to cost 
Rs 7.70 crores, which will be 
met by share capital (Rs 2.50 
crores in equity and Rs 10 
lakhs in preference shares), 
rupee term loans (Rs 3.80 
crores) and foreign exchange 
loans (Rs 1.30 crores). 

Ajanta Tubas 

Ajanta Tubes will issue on 
January 23, 720,000 equity 
shares of R$ 10 each and 
30,000 (11 per cent) cumulative 
redeemable preference shares of 
Rs 100 each at par. The pro¬ 
ceeds of the full underwritten 
issue will be utilised for 
financing partly the Rs 3.88 
crore project being set up at 


tttrftig steel pipes and tubes. The 
company holds an industrial 
licence to manufacture annu¬ 
ally 72,000 tonnes. The first 
phase was completed in 1975 
for manufacturing pipes from 
IS nun to 7S mm diameter. All 
iiu major plant and machinery 
for the second phase to manu- 
fiteture 100 mm and above 
diameter has been installed and 
production started in October 
1976. Certain ancillary equip¬ 
ment is expected to be installed 
by the middle of this year. 

During the year ended 
January, 1977, sales totalled 
Rs 64.39 lakhs and job work 
Rs 60.71 lakhs. For the first 
five months of the current year 
(February .June 1977) sales 
have totalled Rs 106.54 lakhs 
and job work Rs 14.76 lakhs. 
Although steel tubes of lesser 
diameters are manufactured in 
quantity and quality, those 
above 1 SO mm diameter makes 
the company one of the very 
fbw in India. These pipes have 
a good market both at home 


•nd khraod. The oompaay 
'does not anticipate any diffi. 
culty in marketing its entire 
production. The country's ex. 
ports of steel tubgg.vtotaUed 
Rs 60 crores in 1976-77. 

Golden Tobacco 

Out of the dividend at 12 per 
cent as recommended tbc 
directors of Golden Tobacco 
Company Ltd for the year 
ended June, 1977, 38 per cent 
of the dividend will be exeinp- 
ted from income tax. The 
company has received the 
necessary provisional certificate 
to this effect from the income 
tax authorities. 

Western India Erectors 

Western India Erectors Limi- 
ted, Pune, constructional engi- 
neers undertaking erection of 
large industrial and power pro¬ 
jects in India and abroad, have 
oblained medium term Euro- 
DoIIar Loan of US $1.44 mil¬ 
lion to meet iheir foreign cur¬ 
rency requirements for two 
contracts to erect power station 
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and .fakstatiotu in Iraq and 
Iran.' The total Valueofthe' 
contin^s is about US S8 mil¬ 
lion. The loan was arnuiged 
through Merchant Banking 
Divisbn of Orindlays Bank 
Ltd. It is reported that this 
loan is one of the first of its 
kind uliere an Indian company 
has resorted to Euro-Currency 
borrowings to finance its re¬ 
quirements in connection with 
overseas erection contracts. 

Rallis India 

Raliis India has passed over 
both the equity and preference 
dividends for the year ended 
August, 1977 following a set¬ 
back. Last year, the equity 
dividend was 12 per cent on 
the enlarged capital .arising 
from the rights shares which 
were entitled to pro-rata pay¬ 
ment. The year before, the 
dividend was 15 per cent. 
Although sales are up at 
Rs 132.98 crorcs from 
Rs 105,08 crores, it has suffer¬ 
ed a loss of Rs 119.24 lakhs. 
Last year, the gross profit had 
declined to Rs 196.09 lakhs 
from Rs 364.61 lakhs in 
1974-75 when the sales were 
Rs 94.57 crores. With the 
change in the method of depre¬ 
ciation, there is an excess of 
Rs 153.96 lakhs. As a result, 
the loss has been converted 
into a surplus of Rs 34.72 
lakhs. While it has provided 
Rs 104 lakhs for stock obsoles¬ 
cence and Rs 24.11 lakhs for 
contingency reserve, there is a 
debit of Rs 93.39 lakhs. 

Capital and Bonus 
Issuaa 

Consent has been granted to 
16 companies torai.se capital of 
Rs 123.65 million. The details 
are as follows: 

AlmniiilaiD, Industries (Assam) 
Pvt Limited, Tinsukla, Assam 
has been accorded consent, 
valid for six months to capitalise 
Rs 2;64^00 cut of its general 


reserve and issue fblly paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for each 
equity share held. 

Barmalt (India) Pvt Ltd, New 
Delhi, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 3,00,000 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus 
share for each equity share 
held. 

South East Footwear Ltd, 
Madras, has communicated to 
the government its proposal 
to issue capital under CJau.se 
(5) of the Capital Issues (Exem¬ 
ption) Order 1969, as indicated 
below: Rs 50,00,000 divided 
into 5,00,000 equity shares of 
Rs 10 each for cash at par, to 
meet a part of cost of the 
manufacturing unit to be set 
up in Solur village, near 
Ambur, North Arcot district. 

Revathi CP J^uipment Ltd, 
Coimbatore, has communicated 
to government of its proposal 
to issue capital under Clause 
(5) of the Capital Issues 
(Exemption) Order 1969 as 
indicated below: Rs 58,88,000 
divided into 4,40,000 equity 
shares of Rs 10 each and 
14,880 preference shares of 
Rs 10 each for cash at par to 
meet a part of the project cost 
to be located at Coimbatore, 
Tamil Nadu, 

Rural Electrification Corpo¬ 
ration Ltd, a government com- 
pany having a paid up equity 
capital of Rs 67 crore has 
been accorded, consent for 
issue of bonds of the value of 
Rs 10 crore (with a right to 
retain excess subscription upto 
10 per cent of Rs 10 crore) for 
cash to the general public by 
a prospectus at a discount 
price of Rs 99 per Rs 100. 

The Parkside (Neilghcrry 
Hiib) Estate Company Limited, 


CpoMor. Tamil Nadu^ has been 
i^orded consent, valid for 
six months, to capitalise 
Rs 14,88,960 out of its gene¬ 
ral reserve and issue 1,48,986 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of one bonus share 
for four equity shares held. 

The Kil Kotaghri Tea and 
Coffee Estates Company Ltd, 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 5,15.124 out of its 
general reserve and issue 
fully paid equity shares of 
Rs 2 each as bonus shares 
in the ratio of one bonus share 
for four equity shares held. 

Vijay Spinning Mills Ltd, 
Vijayawada, Andhra Pradesh has 

been accorded consent, valid 
for six months, to capitalise 
Rs 6,51,(X)0 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for every four 
equity shares held. 

Maddi Venkataratnam and 
Company Private Limited, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 4,00,000 out of its capital 
reserve and is.sue fully paid 
equity shares ofRs 100 each as 
bonus shares in the ratio of 
one bonus share for three 
equity shares held. 
'^"^Wartyhully Estates Ltd, 
Bangalore, has been accorded 
consent, valid for six months, 
to capitalise Rs 9,00,000 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 2 each as bonus shares 
in the ratio of one bonus share 
for every two equity shares held. 

Patel Engineering Co (San- 
rashtra) Ltd, Rajkot, has been 
accorded consent, valid for six 
months, to capitalise 
Rs 2,88.800 out of its gene¬ 
ral reserve and issue fully 
paid equity shares ofRs 100 
•^each as bonus shares in the 


ratio of one bonus share for 
each equity share held. 

J.N. Marshall Pvt Ltd, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 12,50,000 out of its gene¬ 
ral reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus share for each 
equity share held. 

Yashman Engineers Ltd, 
Thana, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 4,40,000 out of 
its genera] reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus share 
for each equity share held. 

The Peria Karamalaj Tea 
and Produce Co Ltd, Coim¬ 
batore, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 23,17,952 out of 
its genera] reserve and issue 
fully paid equity shares of 
Rs 2 each as bonus shares 
in the ratio of one bonus 
share for every three equity 
shares held. 

The Oriental Carpet Manu¬ 
facturers (India) Limited, Amrit¬ 
sar, has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 17,50.000 out of its 
general reserve and issue 
fully paid equity shares of 
Rs 10 each in the ratio of one 
bonus share for every four 
equity shares held. 

Straw Products Ltd, Koraput 
Orissa, a public limited com¬ 
pany registered in the state of 
Orissa and having a paid up 
capital of Rs 4.98,69,740 has 
been granted consent, valid for 
a period of 18 months, for 
i.s$ue of equity shares worth 
Rs 21 lakhs and preference 
shares of Rs 3 lakhs to the 
shareholders of Madhya Pra¬ 
desh Industries Ltd, in terms 
of and in accordance with the 
scheme of amalgamation 
approved by the High Courts 
of Madhya Pradsh and Orissa. 
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Mr. K. 0 MOORE 


( The foHowing is a sUghtiy 
abbreviated version of the Statement 
of Mr. K. D. Moore, Chairman, Indian 
Oxygen Limited. The fuU text has been 
circulated to the shareholders along 
with the Company's Annual Report for 
the year erided 30 September 1977. ) 

During the year under review the 
most significant event was the change 
in the complexion of the Governments 
at the Centre and in many of the 
States. The new Central Government 
has indicated a shift in priorities with 
a view to bringing about over a period 
changes in the country's socio-econo¬ 
mic environment. It is to be hoped 
that the economic and industrial poli¬ 
cies will continue to provide a cli¬ 
mate favourable for growth in all sec¬ 
tors of industry since there is a subs¬ 
tantial degree of inter-dependence 
of one on another and each has its 
contribution to make towards increas¬ 
ing the national output and elimma* 
tion of poverty. 

The trend of economic develop¬ 
ment changed course during the 
12 months ending September 1977. 
The fiscal year ending March 1977 
showed a ri.se of about 10';;, in indus¬ 
trial production although the increase 
in GNP was only about 2%due to a 
fall in agricultural outputs. However, 
from April 1977 industrial production 
also began to show a declining trend, 
mainly on account of widespread 
power shortages and labour unrest. 
Another problem was the continuing 
demand recession in a large number 
of industries especially those manu¬ 
facturing consumer durables, machine 



tools and heavy machines. 

Against this background the Com¬ 
pany's performance during the year 
may be regarded as satisfactory. 


OPERATIONS 


The turnover lor the year at 
Rs 48.05 crores exceeded the previous 
year's figure by 8%. All activities 
other than Plant Manufacturing con¬ 
tributed to the enhanced turnover; 
volumetric safes of almost all products 
were higher than the previous year. 
The increase in turnover would have 
been greater but for the adverse im¬ 
pact of severe power constraints in 
several parts of the country and de¬ 
celeration in industrial production 
during the second half of the year. 

The activities of the Product Divi¬ 
sions and Departments are dealt with 
separately below. 
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Gases Division sales excluding ex¬ 
ports at Rs 22.95 crores were Rs 1.22 
crores more than the previous year's 
figure. Higher volumetric sales were 
achieved in all product groups des¬ 
pite growing competition and an 
environment of subdued and often 
interrupted industrial activity on the 
part of our customers. 

The Special Gas^s Centre continued 
to make an encouraging contribution; 
the lOLAR range of gases introduced 
to meet the need of specialised and 
vital sectors of industry has been well 
received in the market. 

The project for manufacture of 
hydrogen at Asansol is nearing com¬ 
pletion and the plant is expected to 
be on stream by January 1978. At 
Jamshedpur, the installation of the 
argon purificatiori plant is expected to 
be completed -within the first half of 
the Company's current financial year 


WELDING a ENGINLEHING 
PRODUCTS DIVISION 


W&EP Division sales excluding 
exports at Rs 17.40 crores were 
Rs 1.58 crores higher than in the pre¬ 
vious year. Although volumetric sales 
of mild stdfl electrodes were margin- 


4iflV ^ind la|K year, those of apeclal 
electrodas registered a welcome In* 
crease. A higher trend in sales was 
maintained in gas welding and cutting 
equipment, medical equipment and 
arc welding equipment in spite of a 
perceptibly lower demand for capital 
goods. Competition in this as in other 
fields of the Company's business 
lemains keen. 

The Division continued with its 
development programmes for new 
products to provide better market 
coverage and wider customer satis* 
faction.particularly in high technology 
areas of welding. Several ':ew stain¬ 
less steel and hardfacing electrodes 
were developed, some of these to 
meet the special needs of certain 
customers. Other products introduced 
during the year included a new hand 
scarfing blowpipe, two types of multi¬ 
operator transformers to meet the 
special requirements of the shipbuild¬ 
ing industry, two air-cooled trans¬ 
formers for use in structural site 
construction, a welding rectifier of a 
higher capacity and TIG torches for 
specialised root welding applications. 


rOTAi SALES AND AVESAOC CAPITAL CMFtOYEO 
RsCRORES 



LOX DEPAR i MENT 


Sales of liquid oxygen explosives to 
the iron ore and coal mining indus¬ 
tries were the highest ever at Rs 97 
lakhs reflecting our customers' appre¬ 
ciation of the high level of technical 
support and service that is necessary 
in this area of our activities. 


PLANT MANUFACTURING 
DEPARTMENT _ 


The Department's sales at Rs 1.20 
crores CKCluding expr^s- fell short of 
the previous year's figure by Rs 36 
lakhs. The lower turnover reflected 
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tto l•cMs1onary trends In tbd eco* 
ndmy, particularly for capital goods. 
However, the Department has a 
substantial order book for both cus¬ 
tomer and in-house requirements and 
shopfloor facilities were utilised at a 
satisfactory level. These activities 
included work in relation to the 
supply of indigenous components for 
a 12(k> M'/hour oxygen plant and 
its installation for a Joint sector under¬ 
taking In Maharashtra. 





Export turnover crossed the Rs 1 
crore limit for the first time and at 
Rs 1.02 crores was 13% higher than 
the previous year. However,the future 
outlook for exports remains uncertain 
for various reasons including estab¬ 
lishment of manufacturing capacities 
in the buying countries and scarcity 
of foreign exchange resources. Added 
to these external constraints is the 
unsatisfactory shipping situation in 
the country which has proved to be a 
serious impediment to export efforts. 


PROFITVTAXATION 
AND DIVIDEND 


The profit for the year before taxa¬ 
tion amounted to Rs 5,10,16,493 as 
against Rs 4,80,32,071 last year, after 
providing depreciation of Rs96,82,000 
(previous year Rs 98,27,000) and inte¬ 
rest charges of Rs 85,07,962 (previous 
year Rs 73,28,433). The increase in 
profit was mainly due to rise In sales. 

Tax provision for the year amount¬ 
ed to Rs 2,94,00,000 (previous year 
Rs 3,08,00,000) leaving a net profit 
of Rs 2J 6,16,493 as against 
Rs 1,72,32,071 last year. After tak¬ 
ing into account an amount of 
Rs 15,00,000 which had bean render¬ 
ed surplus out of tax provisions made 
in earlier years, transfers to and from 
Investment Allowance Reserve and 
Development Rebate Resen/a, and the 
balance of Rs 15.07,748 brought 
forward from.last year, the amount 


avtUabto ^er appropHbtlon waa 
Rs 2,31,24.241 (last year Rs 2,07.45, 
748). Your directors have decided 
after careful consideration to transfer 
Rs 92,00,000 to Generaf Reserve and 
to recommend payment Of dividend at 
the rata of 20%, subject to deduction 
of tax, leaving Rs 16,04,241 for carry 
forward to next year. 


FINANCE AND SHARE CAPITAL 


The growth in the Company's acti- 
vities during the year^ both in terms 
of volume and value, entailed a need 
for higher working capital and the 
Company's overdraft facilities were 
enhanced from Rs 565 lakhs to 
Rs 640 lakhs on a consortium basis 
from Punjab National Bank« The 
Chartered Bank, Grindiays Bank 
Limited and United Bank of India. The 
enhanced overdraft facilities are being 
fully utilised. 


At the last Annual General Meeting 
resolutions were adopted approving 
the issue of 20,53.333 new ordinary 
shares of Rs 10 each as bonus shares 
in the proportion cf one new share 
for every three shares held by mem¬ 
bers on such date as the directors 
might determine. The necessary 
approvals of the ContrtWier of Capital 
Issues and of the Reserve Bank of 
India have been received and the 
Board has decided to allot the bonus 
shares to those shareholders whose 
names aro on the Company's Register 
of Mbmbers on 7 February 1978. 

A decision is yet to be received 
from the Reserve Bank of India under 
the Fdreign Exchange Regulation Act, 
1973 on the level of foreign equity 
participation in the Company. When 
this decision is known, consideration 
will be given to the most appropriate 
way of complying with it in the best 
interests of the Company, its majority 
shareholder and its other shareholders. 


DEVELOPMENT AND 
EXPANSION _ 


An application was made during 
the year for an industrial Jioence in 
respect of a new factory at Barbil in 
Orissa for manufacture of liquid oxy¬ 
gen explosives. This project is inten¬ 
ded to meet the identified needs for 
explosives for opencast mining in 
Bihar and Orissa. An undertaking has 


benn i^en that no part of the oxygen 
produced for this project will be sold 
or used for any other purpose. We 
hope that favourable consideration 
will be given to our application at an 
early date. 

The activities of the RBO Depart**' 
ment continued satisfactorily; another 
pilot plant is under installation at the 
Technical Centre at Beliaghata. Cal¬ 
cutta, for trial production of certain 
chemicals on the basis of know-how 
developed by the Department. Mean¬ 
while, considerable work has been 
done to confirm the commercial via¬ 
bility and to establish process and 
production plans for other products 
previously manufactured on a pilot 
scale at the Centre. 

I have to report with much regret 
that despite considerable efforts on 
the part of the Company end a further 
visit from a BOC technical adviser, a 
final decision has still not been taken 
by the Government of India on the 


Company's major diversification pro¬ 
ject for manufacture cf a range of 
chemical products based on castor 
oil. This project has been under the 
active consideration of the Govern¬ 
ment tor nearly 3.J years an<i I can 
only hope that a favourable* decision 
will be taken at an early date. 


, M^NAGEMeVft ■ 
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Although there was a marked dete¬ 
rioration in the industrial relations 
climate in many parts of the country 
in the second half of the year, indus¬ 
trial relations in the Company 
remair<ed satisfactory except for dis¬ 
ruption at O..C unit for a short period. 

During the y?ar several issues were 
settled locally ihroonh bipartite nego¬ 
tiations with unions representing our 
employees, although negotiations at 
certain other units remained incon¬ 
clusive and will be continued. Nego¬ 
tiations were recently commenced 
with a union representing a large 
number of the Company's employees 
on their charter of demands and 
other issues. The subsisting settle¬ 
ments regarding salary/wage scales 
of our employees throughout the 
Company will also expire during the 
current year. It is hoped that nego¬ 
tiations on these important subjects 
can be concluded peacefully and on 
terms acceptable to both parties. 


FINANCIAL HIGHLIGHTS 

1977 

1975 

Sales 

Rs 48.05.02.000 

Rs 44,39,25.000 

Profit before Taxation 

" 5,10.16,030 

" 4.80,32.000 

Profit after Taxation 

•' 2,16,16,000 

" 1.72,32.000 

Dividend subject to 

•' 1,23,20,000 

" 1.10,38.000 

deduction of Tax 
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Ill* w0lfar« of our ompMym 
retains its impottant place in our 
concern. Besides canteen and modi* 
cal facilities including maintenance of 
free beds in two Calcutta hospitalSr 
support was continued to the Indoxcd' 
Clubs at the Company's various units. 
Holiday Home Association, festivals 
celebrated at the Company's works 
and observance of Annual Day at the 
units. The presence of members of 
employees' families at functions 
organised by Indoxco Club is wel* 
corned and adds meaning to the 
togetherness of the lOL family. The 
Company also continued with its 
schemes to award merit scholarships 
to employees' children and to sub¬ 
sidise welding training of employees' 
sons. 

The Company's training activities, 
both internal and external, continued 
satisfactorily: at the same time the 
scope of these activities was review¬ 
ed. As a result, for the first time a 
comprehensive scheme for the train¬ 
ing of supervisory staff was prepared 
and a beginning was mads with its 
implementation. 

The satisfactory results of the year 
have been made possible by the sus¬ 
tained efforts of our management 
staff and workers. Looking ahead, 


wMe fflanaMH^nt ataff vidH be 
faced iiritn conttnUinig challenges in 
the ss^ftoctory conduct and develop¬ 
ment our operations, increased 
coopenRion to permit higher produc¬ 
tion wW be required of the workers 
if the Company is to continue achiev¬ 
ing ingrroved results. While express¬ 
ing my thanks to employees for their 
valuable contributions during the year 
under revieiw, it is my beiisf that they 
will not be found wanting in future. 


PROSPECTS 


It is hoped that a reversal of the 
recent slowing trend of industrial 
production will soon materialise. If 
this hope is fulfilled and the condi¬ 
tions necessary to stimulate industrial 
investment can be created, the 
Company's performance should con¬ 
tinue to be satisfactory. 

The growth potential of our major 
existing businesses will remain con¬ 
siderable for a long time. New areas 
for use of our products are arising all 
the time and in many cases offer the 
chance to achieve valuable efficien¬ 
cies in our customers' operations. 
Even though for policy reasons we are 
denied our due share in this growth, 
we are well placed to introduce the 


MehnolodlleptadvaneM naeairary for 
the continued .progress of the indus¬ 
tries in which we are involved bacauso 
of our large store of know-how. ex¬ 
perience and close links with world, 
leaders in these fields. It is to be 
hoped that tha Government may soon 
recognise that there is an essential 
difference between technologies in¬ 
volved in routine uses of the products 
of our existing businesses and those 
required for more specialised uses 
thereof and moreover that, in this latter 
field the Company will be given an 
opportunity to play a pioneering role. 

I have already referred above to our 
major diversification project. I should 
like to assure shareholders however 
that urgent consideration is being 
given to other projects which the 
Company might profitably undertake 
within its financial, technical and 
other resources. We hope that once a 
satisfactory understanding is reached 
with the Government about the level 
of foreign equity participation in the 
Company, we shall be allowed to fur¬ 
ther develop the range and scale of 
our activities in the widest national 
interest. 

CALCUTTA 2 December 1977 

Indian Oxygen Limited 
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RECORDS 

Wholesale prices and 

STATISTICS 


The OFFICIAL wholesale price 
index of ‘All Commodities’ 
stood at 183.9 (provisional) 
during the week ended 
December 31, 1977, as against 
184.2 (provisional) for the 
previous week. At this level, 
the index was lower by 0.2 per 
cent when compared to that of 
a week ago. 

The group-wise analysis of 
price movements is given below: 

The index for ‘Food Arti- 
cles* stood at 173.1 as against 
its earlier week’s level of 173.0. 
Items which showed variations 
during the week were : arhar 
and moong (-1-4%), ragi and 
fii»h (4-3% each), eggs (4-2%), 
barley, maize, gram, urad and 
bclclnuts (1-1% each), bajra 
(—3%), spices & condiments 
(—2%) and coffee (—1%). 

The index for ‘Non-food 
Articles’showed a rise ofO.l 
per cent to 171.9 as against 
171.7 for the last week due to 


an increase in prices of raw 
skins (-1-5%), copra (+3%) raw 
cotton and mohoa 8^ (+2% 
each) and groundnuts and 
castorseed (-|-1 % each). How¬ 
ever, prices of raw and wool 
and rape & mustard (—5% 
each), linseed (—^3%) and 
gingeJly seed (—2%) declined. 

The index for ‘Minerals’ re¬ 
mained unchanged at its earlier 
week’s level of 473.4. 

The index for ‘Fuel, Power, 
Light and Lubricants’, group 
stood stationary at its previous 
week’s level of 232.4. 

Among manufactured pro¬ 
ducts, the index for ‘Food 
Products* recorded a fall of 1.6 
per cent to 175.8 as against 
178.6 for the pcevious week 
due to decrease in prices of 
khandsari and oilcakes (—4% 
each), gur(—3%) and sugar 
and mohua oil (—1% each). 
However, prices of salt (-4- 5 %), 
coconut oil (4-3%); ^olvc ex¬ 


tracted groundnut oil and rice 
bran oil (+1 % each) moved up. 

The index for ‘Beverages, 
Tobicobft Tobacco Products’ 
stood stationary at its earlier 
week’s level of 170.5. 

The index for ‘Textiles’ 
group drifted lower by 0.1 per 
cent to 175.3 as against 175.4 
for the previous week due to 
a fell in prices of jute manu¬ 
factures (—2%), although the 
prices of coir yarn (+2%) 
moved up. 

The index for ‘Paper Sl 
Paper Products’ remained un¬ 
changed at its earlier week’s 
level of 185.4. 

The index for ‘Leather & 
Leather Products’ stood statio¬ 
nary at its earlier weeks level 
of 229.8. 

The index for ‘Rubber & 
Rubber Products’ stood firm 
at its previous week’s level of 
156.7. 

The index for ‘Chemicals & 


Chemical Products’ stood at 
172.3 as against 171.9 for the 
previous week. Items which 
showed variations during the 
week were; polyester fibre 
(+5%), linseed oil (—5%) and 
castor oil (—2%). 

The index for *Non-Metallic 
Mineral Products’ remained 
unchanged at its previous 
week’s level of 194,9. 

The index for ‘Basic Metals, 
Alloys & Metal Products* 
stood stationary at its previous 
week’s level of 194.5. 

The index for ‘Machinery & 
Transport Equipment’ group 
advanced by 0.3 per cent to 
172.5 as against 171.9 for the 
earlier week due to an increase 
in prices of trucks (+4%) and 
rims (4-2%). However, prices 
of electric fans (—4%) declined. 

The index for ‘Miscellaneous 
Products’ stood stationary at 
its previous week’s level of 
176.7. 


Index Numbers of Wholesale Prices by Major Groups, Groups & Sub-Groups (Revised Series) 

(Base 1970-71 = 100) 


— 



Week Ending 




Wt. in relation 
to all-commodities 

1 • - 

31.12.77 

24.12.77 

(Provisional) 

3.12.77 

5.11.77 

1.1.77 

(Final) 

1 

2 

3 

4 

5 

6 

7 

All Commodities 

(1000.00) 

183.9 

184.2 

184.7 

184.3 

177J 

Primary Articles 

416.67 

181.8 

181.6 

181.8 

180.6 

169.4 

Food Articles 

297.99 

173.1 

173.0 

172.3 

172.3 

153.0 

Foodgrains (i4-ii) 

129.22 

176.3 

175.7 

176.3 

171.7 

156.1 

(i) Cereals 

107.43 

162.2 

162.3 

161.8 

160.0 

156.S 

(ii) Pulses 

21.79 

246.1 

241.4 

243.8 

229.5 

152.9 

Fruits and vegetables 

61.32 

166.2 

167.1 

171.3 

173.9 

132.9 

Milk and milk products 

61.50 

1SS.4 

155.4 

154.2 

157.1 

149.1 

Eggs, fish and meat 

18J7 

209.7 

207.2 

203.4 

203.1 

185.9 

•Contd. 
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♦ 

6 

♦ 




LIONS DO NOT COMPROMISE! 

NOR DO WE 


* 

♦ 

t 

t 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

♦ 

t 

* 

♦ 

♦ 

f 

♦ 

♦ 

♦ 

♦ 

t 


USE 

''THREE LIONS'' 

BRAND 

SODA ASH & 
CAUSTIC SODA 
SODA BICARB 
AMMONIUM BICARBONATE 


Saurashtra Chemicals ! 


POtBIIDtR 


t 


T 
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lANUART 20, i9t$ 



Mtex NinlMn of WhotoHie Prices— 


1 

2 

3 

4 

5 

6 

7 

Condiments and spices 

10.94 

210.0 

213.6 

211.1 

198.0 

153.7 

Other food articles 

16.04 

170.8 

172.8 

156.4 

175.4 

181.3 

Non-food Articles 

106.21 

171.9 

171.7 

174.3 

168.6 

180.2 

Fibres 

31.73 

180.0 

177.7 

177.4 

172.7 

193.8 

Oilseeds 

42.01 

177.9 

179 5 

188.7 

173.0 

173.8 

Other non-food articles 

32.47 

156.2 

157.7 

159.2 

159.0 

175.1 

Minerals 

12.47 

473.4 

473.4 

473.4 

480.6 

468.8 

Metallic minerals 

2.29 

192.2 

192.2 

192.2 

192.2 

171.1 

Other minerals 

4.16 

186.9 

186.9 

186.9 

186.8 

181.3 

Petroleum crude and natural gas 

6.02 

778.9 

778.9 

778.9 

793.9 

778.9 

Fuel, Power Light & Lubricants 

84.59 

232.4 

232.4 

232.4 

234.1 

232.1 

Coal mining 

11.47 

197.3 

197.3 

197.3 

197.3 

197.7 

Mineral oils 

49.12 

267.6 

267.6 

267.6 

267.6 

267-6 

Electricity 

24.00 

177.2 

177.2 

177.2 

183.2 

175.8 

Manufactured Products 

198.74 

177,5 

178.1 

179.0 

179.0 

174.6 

Food Products 

Dairy products (Processed milk 

133.22 

175.8 

178.6 

183.5 

184.8 

182.8 

incl. tinned milk) 

Canned and preserved fruits and 

3.88 

I9I.6 

191.6 

191.6 

191.6 

180.9 

vegetables 

Canned and preserved fish and 

0.39 

156.2 

156.2 

156 2 

156.2 

155,5 

sea-food 

0.36 

205.0 

205.0 

205.0 

205.0 

229.2 

Grain mill products 

4.64 

163.5 

163.5 

163.5 

170.0 

156.9 

Bakery products 

1.85 

158.8 

158.8 

158.8 

158.8 

159.8 

Sugar, khandsari ;ind gur 

Sugar, confectionary, cocoa and 

72.41 

172.3 

176.7 

185.4 

191.6 

192.1 

chocolate 

Miscellaneous food products 

0.53 

149.1 

149.1 

149.1 

149.1 

160.2 

(a-1 b-! c) 

49.16 

I8I.7 

183.0 

183.4 

176.9 

172.5 

(a) Edible oils 

37.16 

171.3 

171.0 

172.6 

169.1 

163.6 

(b) Oilcakes 

9.05 

224.2 

23.3.1 

228.5 

207.8 

212.3 

(c) Other miscellaneous food products 2.95 
Beverage Tobacco and Tobacco 

182.0 

181.0 

180.3 

180 3 

163,7 

Products 

27.08 

170.5 

170.5 

170.5 

170.5 

166.0 

Wine industry 

6.77 

136.3 

136.3 

136.3 

136.3 

132.2 

Soft drinks 

0.82 

224.9 

224.9 

224.9 

224.9 

224.9 

Tobacco manufactured 

19,49 

180.1 

180.1 

180.1 

180.1 

175.3 

Textiles 

110.26 

175.3 

175.4 

173.7 

172.0 

160.4 

Cotton textile 

81.02 

178.0 

177.9 

176.6 

175.9 

164.3 

Woollen yarn and textiles 

Silk, art silk and synthetic fibre 

2.44 

214.9 

214.9 

214.9 

214.9 

211.2 

textiles 

12.83 

162.8 

162.8 

162.8 

162.5 

153.6 

Jute, hemp and mesta textiles 

12.14 

157.9 

160.5 

154.0 

143.2 

126.3 

Contd. 
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Iwiex NmAmts of WMenIe ftkM—CMd. 


1 

2 

3 

4 

5 

6 

7 

Textiles products n.c.c. 

1.83 

204.3 

201.3 

201.3 

201.3 

191.5 

Paper and Paper Products 

8.51 

185.4 

185.4 

185.4 

185.8 

179.4 

Leather and I.eather Products 

3.85 

229.8 

229.8 

228.8 

224.8 

232.5 

Tanned and cured finished leather 

2.95 

241.3 

241.3 

240.0 

234.6 

241.4 

Footwear and other leather products 

0.90 

192.2 

192.2 

192.2 

192.2 

203.1 

Robber and Robber Products 

12.07 

156,7 

156.7 

157.5 

156.7 

156.2 

Tyres and tubes 

9.84 

153.4 

153.4 

154.4 

153.4 

153.5 

Other rubber products 

2.23 

171.3 

171.3 

171.3 

171.3 

167.8 

Chemicals and Chemical Products 

55.48 

172.3 

171.9 

172.1 

172.4 

172.6 

Basic industrial chemicals 

7.26 

191.3 

191.3 

191.2 

191.2 

189.2 

Fertilisers 

12.52 

176.2 

176.2 

176,2 

175.9 

185.8 

Insecticides 

1.16 

231.1 

231.1 

234.5 

229.9 

232.7 

Paints and varnishes 

1.92 

203.8 

203.8 

204.7 

204.2 

205.5 

Drugs and medicines 

9.83 

137.6 

1.35.0 

135.0 

137.6 

134.7 

Cosmetics, soaps and detergents 

5.86 

171.5 

171.4 

171.7 

171.7 

168.1 

Inedible oils 

1.54 

186.3 

193.3 

199.1 

199.5 

173.0 

Synthetics resins/resins and plastic 
materials 

8.30 

162.5 

161.1 

161.0 

161.0 

165.6 

DyestufTs and other chemicals n.e.c. 

7,09 

185.3 

185.3 

185.3 

185.3 

178.0 

Non-metallic Mineral Products 

14.15 

194.9 

194.9 

193.8 

193.8 

189.6 

Structural clay products 

1.82 

206.8 

206.8 

206.8 

206.8 

210.0 

Glass and glass products 

1.98 

217.3 

217.3 

209.5 

209.6 

189.3 

Ear them ware and eiirthern pottery 

0.96 

255.4 

255.4 

255.4 

255.4 

253.3 

Cement, lime and plaster 

7.07 

174.2 

174.2 

174.2 

174.2 

173.3 

Miscellaneous non-metallic mineral 
products 

2.32 

204.6 

204.6 

204.6 

204.6 

195.3 

Basic Metals, Alloys and Meta] Products 

59.74 

194.5 

194.5 

194.3 

193.9 

190.3 

Basic metals and alloys 

46.51 

194.1 

194.1 

193.9 

193.3 

192.5 

Iron steel and ferroalloys 

.34.73 

188.2 

188.2 

OO 

00 

188.2 

187.0 

Non-ferrous metal and their alloys 

11.78 

211.2 

211.2 

210.4 

208.2 

208.4 

Metal products 

1.3.23 

195.8 

195.8 

195.8 

195.8 

182.6 

Machinery and Transport Equipment 

67.18 

172.5 

I7i.9 

171.6 

172.1 

169.9 ’ 

Machinery and machine tools 

50.45 

171.6 

171.7 

171,7 

171.7 

170.6 

Non-electrical machinery 

30.91 

175.9 

175.9 

175.9 

175.9 

175.5 

Electrical machinery 

19.54 

164.8 

165.0 

165.0 

164.9 

162.9 

Transport equipment 

16.73 

175.3 

172.6 

171.4 

173.3 

J67.9 

Motor vehicles and parts 

13.73 

181.5 

178.2 

176.7 

179.0 

173.2 

Motor cycles, scooter, bicycle parts 

3.00 

146.9 

146.8 

147.1 

147.1 

143.5 

Miscellaneous Products 

7.20 

176.7 

176.7 

176.7 

182.0 

167.0 

Wood products 

1.74 

176.8 

176.8 

176.8 

176.8 

160.2 

Other manufacturing industries n.e.c. 

5.46 

176,7 

176.7 

176.7 

183.7 

169.0 


Source : Office of the Economic Adviser (Department of Industrial Development) 

New Dilhi, January 12, 1978/Pausa 22, 1199. 
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BoumBnnk o^Iaite 


(ftupees orotte) 

Week ended 

1976 

1977 

Variations over 


Dec. 24 

Dec. 16 

Dec. 23 

Week 

Month 

Year 

Notea in Circniation 

7,232 

8,450 

8,351 

—99 

21 

1,119 

Notes issued 

7,266 

8,457 

8,358 

—99 

20 

1,092 

Notes held in banking deptt. 

34 

6 

7 

1 

— 1 

—27 

D^osits 







Centra] & State Governments 

98 

68 

85 

17 

17 

—13 

Scheduled Commercial Banks 

898 

1,404 

1,474 

70 

—167 

576 

Scheduled State Co-op. Banks 

23 

27 

26 

— 1 

— 

3 

Other Banks 

3 

4 

4 

— 

1 

1 

Others 

1,923 

1,845 

1,856 

11 

1 

-67 

Other liabilities 

2,036 

2,513 

2,442 

—71 

89 

406 

Total liabilities/assets 

12,212 

14,312 

14,237 

—75 

—39 

2,025 

Foreign exchange assets^ 

2.302 

3.566 

3,550 

-16 

56 

1,248 

Gold coin and bullion 

18.1 

188 

193 

5 

5 

10 

Rupee securities® 

6,239 

6,722 

6,502 

—220 

—185 

263 

^Loans and Advances 







Central & State Governments 

205 

312 

329 

17 

—172 

124 

Scheduled Commercial Banks 

982 

258 

348 

90 

10 

—634 

State Co-op. Banks 

450 

580 

588 

8 

31 

138 

Others 

620 

755 

758 

3 

20 ' 

138 

Bills Purchased and Discounted 







Commercial 

158 

143 

144 

1 

16 

—14 

Treasury 

164 

346 

364 

18 

136 

200 

Investments® 

36 

493 

508 

15 

41 

472 

Other assets 

» 873 

950 

954 

4 

3 

81 


Note : I. Foreign securities plus balances held abroad. 

2. Government of India rupee securities including ad-hoc treasury bills. 

3. Include investments in Foreign shares/Bonds but exclude investments in rupee securities. 

Scheduled Banks—Business in India _ (Rupees crorcs) 


All Scheduled Banks Scheduled Commercial Banks 


Week ended 

1976 

1977 


1976 

1977 

Dec, 24 

Dec. 16 

Dec. 23 

Dec. 24 

Dec. 16 

Dec. 23 

Aggregate Deposits 

17,555 

21,098 

21,193 

16,955 

20,400 

20,490 

Demand 

6,748 

8,009 

8,044 

6,629 

7,871 

7,901 

Time 

10,808 

13,089 

13,149 

10,329 

12,528 

12,589 

^ Borrowings from Reserve Bank 

1,428 

831 

926 

982 

258 

348 

Cash and Balances with Reserve Bank 

. 1.253 

1,895 

1,967 

1,228 

1,865 

1,939 

Cash 

333 

464 

467 

330 

461 

464 

Balances 

920 

1,431 

1,500 

898 

1,404 

1,474 

Investments 

5,590 

6,999 

7,005 

5,405 

6,788 

6,794 

Government securities 

3,900 

5,013 

5,009 

3,794 

4,895 

4,891 

Other approved securities 

1,690 

1,986 

1,996 

1,611 

1,892 

1,903 

Bank Credit 

13,730 

15,349 

I5;399 

12,744 

14,119 

14,166 

Loans, cash-credits & overdrafts 

11,944 

13,510 

13,570 

10,957 

12,280 

12,337 

Inland bills—^purchased 

617 

731 

720 

617 

731 

720 

discounted 

619 

517 

522 

619 

516 

521 

Foreign bills—purchased 

315 

367 

367 

315 

367 

367 

^ discounted 

235 

225 

220 

235 

225 

* 220 

f Cash-deposit ratio 

7.14 

8.98 

9.28 

7.24 

9.14 

9.46 

^Investment-deposit ratio 

31.84 

33.17 

30.05 

31.88 

33.27 

33.J6 

^Credit-deposit ratio 

78.21 

72.75 

72.66 

73.16 

69.21 

69.14 


Source : Reserve Bank of India. 
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<BaM 1960 « 10(^ 



1965- 

66 

1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1973- 

74 

1974- 

75 

1975- 

76 

1976- 

77 



1977 




April 

May 

June 

July 

Aug. 

Sept. 

Oct- 

All-India 

_ 

177 

186 

192 

207 

250 

317 

313 

301 

313 

318 

320 

325 

327 

331 

330 

Ahmedabacl 

130 

169 

176 

181 

198 

245 

305 

293 

281 

294 

299 

304 

308 

311 

317 

315 

Alwayc 

145 

197 

198 

202 

215 

267 

346 

358 

321 

314 

317 

319 

321 

318 

321 

320 

Asansol 

140 

178 

189 

194 

206 

245 

316 

317 

318 

330 

334 

331 

339 

346 

350 

348 

Bangalore 

144 

183 

186 

194 

212 

265 

318 

332 

321 

342 

347 

345 

347 

346 

346 

343 

Bhavnagar 

132 

178 

186 

194 

217 

273 

327 

315 

297 

310 

314 

318 

216 

323 

331 

328 

Bombay 

130 

175 

182 

190 

203 

233 

289 

300 

298 

209 

314 

316 

321 

319 

321 

321 

Calcutta 

131 

172 

182 

187 

197 

228 

288 

287 

297 

306 

313 

314 

326 

331 

338 

333 

Coimbatore 

132 

154 

163 

177 

189 

218 

209 

319 

304 

309 

314 

315 

318 

319 

319 

324 

Delhi 

136 

185 

199 

211 

222 

265 

337 

333 

332 

346 

346 

353 

359 

362 

366 

366 

Digboi 

138 

180 

189 

188 

198 

234 

310 

317 

310 

322 

325 

327 

337 

341 

346 

347 

Owalior 

139 

184 

191 

197 

214 

271 

348 

324 

318 

328 

331 

333 

343 

348 

353 

352 

Howrah 

137 

176 

186 

191 

206 

239 

298 

290 

292 

302 

307 

308 

315 

321 

328 

323 - 

Hyderabad 

140 

185 

189 

195 

211 

251 

304 

316 

308 

319 

324 

328 

336 

3.38 

340 

341 

Jamshedpur 

136 

170 

183 

187 

202 

249 

313 

293 

288 

306 

313 

315 

318 

324 

322 

324 

Madras 

134 

160 

170 

182 

203 

229 

301 

314 

288 

299 

300 

300 

304 

302 

306 

310 

Madurai 

128 

152 

183 

192 

206 

236 

334 

333 

302 

313 

321 

322 

329 

327 

327 

335 

Monghyr 

151 

188 

205 

204 

225 

292 

263 

325 

317 

340 

343 

342 

355 

363 

366 

355 

Mundakayam 

138 

191 

197 

199 

210 

263 

337 

346 

304 

384 

293 

295 

298 

299 

303 

303 

Nagpur 

138 

176 

187 

192 

203 

256 

214 

326 

297 

302 

305 

309 

314 

319 

320 

325 

Saharanpur 

141 

181 

186 

198 

213 

253 

338 

313 

304 

324 

324 

327 

33.3 

333 

339 

341 

Sholapur 

128 

176 

185 

191 

216 

277 

325 

342 

308 

312 

320 

325 

330 

323 

325 

327 











Sourec: Labour Bureau, Government of India. 





Consumer Price Index Numbers for Urban Noo-manuaJ Employees 

(Base 1960 -- 

100 ) 



1965- 

1969- 

1970- 

1971- 

■ 1972- 1973. 

• 1974- 

1975- 

1976- 



1977 





66 

70 

71 

72 

73 

74 

75 

76 

77 

— 

— 

— 

—-- 

— 

-- 












April 

May 

June 

July 

Aug. 

Sept. 

AUIndia 


132 

167 

174 

180 

192 

221 

270 

277 

277 

286 

289 

291 

295 

297 

299 

Bombay 


132 

162 

168 

172 

183 

204 

241 

246 

255 

263 

267 

268 

268 

269 

270 

Delhi-New Delhi 

131 

168 

174 

180 

190 

217 

262 

273 

274 

282 

283 

283 

290 

294 

296 

Calcutta 


126 

162 

170 

174 

180 

204 

238 

243 

251 

257 

259 

261 

265 

267 

270- 

Madras 


133 

161 

175 

188 

204 

231 

291 

306 

294 

302 

303 

304 

304 
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Policy without much purpose 

In an article in a recent issue of Sunday, Mr George Fernandes has made for the 
industrial policy statement certain claims which may be examined in some detail. 
While trying to explain how precisely “our policy is different from the one pursued 
by the previous government”, the minister has said that “the new industrial policy 
has shifted the emphasis from the large to the small-scale, from the urban to the 
rural and from the mechanised to the cottage and handicrafts”. Perhaps “is trying 
to shift*’ may be a more accurate expression than “has shifted”. Quite often a 
policy looks more promising on paper than in the field and it remains to be seen 
how far the turn or twist which has been given to industrial policy by the present 
government helps to take the industrialisation of the country closer to the capacities 
and needs of its people. 

Small-scale industry, of course, has not been discovered by Mr Fernandes and his 
colleagues in the government, or invented by them. The development of this 
sector has in fact been an integral part of the planning process and there has certain¬ 
ly been an effort to promote small-scale industries through a package programme 
offacilities and incentives. The ministry of Industry’s annual report for 1976-77 
states that a census of small-scale industries has shown that they have emerged as 
an economically viable sector with a very high employment potential. 'The 139,577 
units covered under this census reported a total employment of more than 1.6 
million, a total investment in fixed assets of Rs 1,055 crores and a total gross output 
of Rs 2,603 crores, of which Rs 841 crores or 32 per cent represented the value 
added by manufacture. On the basis of the projections computed after analysis of 
the census data, it was expected that the production in the small-scale sector would 
be picking up considerably, reaching a value of Rs 7,000 crores in 1976-77 as against 
Rs 5,700 crores for the previous year, yielding a growth of 18 per cent. The census 
revealed that 35 per cent of the units were found to be located in backward areas 
and 15 per cent in Rural Industries Projects areas. Nearly 750 products out of a 
total of 2,400 tabulated during the census were being exported by small-scale 
units and the export earnings from small-scale products have gone up from about 
Rs 306 crores for 1972-73 to nearly Rs 541 crores in 1974-75. 

These figures are not being relied upon here to argue that there has been optimal 
progress in the small-scale sector. But it is clearly no more than the truth that, over 
the years, the small-scale sector has received considerable attention and has repaid 
it by achieving substantial expansion. Moreover, a good part of the growth of the 
small-scale units has been through the development of ancillary industries which 
impart broad-based support and strength to the nation's industrial sector. The 
number of ancillary units has increased from 7,000 in 1970-71 to 26,115 in 1975-76 
and the value of stores supplied by them has simultaneously gone up from Rs 33 
crores, of which Rs 25 crores were on account of supplies to private sector, to 
Rs 71 crores of which Rs 36 crores represented the value of supplies to the under¬ 
takings in the public sector. The present government will therefore do well to bear 
in mind that it is only taking over a pioneering work which has already covered 
good ground and that it has thereby assumed a great responsibility for consolidating 
and continuing this advance. 

If Janata policy chooses to emphasise small-scale units in industry, it could surely 
do so without putting up any elaborate defence. Mr Fernandes, however, seems to 
think otherwise. He has entered the strange plea that production should be shifted 
from the large-scale to the small-scale to avoid aggravating the excessive urbanisation 
which has already bred overcrowding and slums in the cities, with ail theii 
attendant social evils. But he himself grants immediately that the dispersal of 
large-scale units from the urban areas to less crowded regions could be done 
sioiply by det^ng industrialists licences to set up more industries in the cities. 




Since the government has decided to 
adopt precisely this course, Mr Fernandes' 
attempt to discuss the problem of exces¬ 
sive urbanisation in terms of the res¬ 
pective merits of large-scale and small- 
scale units has no meaning. In fact the 
proliferation of household and small-scale 
units in cities, particularly in the resi¬ 
dential areas, has contributed much to the 
deterioration in the living conditions in 
cities and big towns which Mr Fernandes 
rightly deplores. 

Incidentally, how is it that the minis¬ 
ter is unable to resist the temptation to 
descend to the ridiculous? He seriously 
contends that large-scale industry, if left 
to itself, will stick to urban areas because 
it is only there “you have the night clubs, 
the strip tease, that you have all that is 
called fun and frolic, which I suppose, 
keeps the industrialists relieved of all 
their problems after sunset." Surely, in¬ 
dustrialists need not forego the night 
clubs or the other attractions which the 
minister rolls over his tongue with such 
relish simply because some of their in¬ 
dustries are located in places far away 
from the city lights. Mr Fernandes after 
all cannot pretend to believe that indus¬ 
trialists live or must live where their 
factories are. 

chip on the shoulder 

Jt is probably true that very few 
of us do not carry a chip on our 
shoulders, but Mr Fernandes seems 
to enjoy being overloaded in this manner. 
He allows himselt the magisterial <-and 
totally unnecessary—declaration that the 
government will proceed with the dis¬ 
persal of industries and that “whether 
industrialists like it or not is not impor¬ 
tant to us.” Politicians who have, made 
it arc generally vain and conceited and 
those politicians who have made it only 
recently are often particularly arrogant. 

Mr Fernandes is proud of what he 
describes as “a major shift in the whole 
approach” and boasts that, by a stroke 
of his pen, he has increased the number 
of industries reserved for the small-scale 
sector from about ISO to 500-plus. But 
there are others in his own party, who 
seem to be willing to play this numbers 
game even more rashly. Mr V. K. 
Malfaotra, the MP from the South Delhi 


constituency^ for instance, has said that 
he is not greatly impressed by Mr 
Fernandes' great leap and that, if he has 
his way, four times the increased number 
of items would be reserved for develop¬ 
ment in the cottage and small-scale sector. 
This ought to make Mr Fernandes wonder 
whether he himself has not been too 
reckless. Reservation is in any circum¬ 
stances an extreme form of protection 
which may impose on the community 
unduly severe burdens, both visible and 
invisible. As an incentive to any favoured 
line of economic activity, it should there¬ 
fore be resorted to only with the greatest 
care and circumspection. The previous 
government had therefore acted in an 
intelligent and responsible fashion when 
it chose to add to the “reserved list” 
steadily but gradually. Even so there 
were often undesirable distortions in the 
development of industry. 

supportive strategy 

It is self-evident that a policy of re¬ 
servation could do the gravest injury to 
the economy if it is at least not temper¬ 
ed by being integrated with promotional 
measures for raising the productivity and 
strengthening the economy of the small- 
scale sector. This supportive strategy 
has in fact to be phased in such a manner 
that it is slightly ahead of the protective 
tactics. The industrial policy statement 
provides for a programme of District 
Industries Centres which are intended to 
provide all the services and support re¬ 
quired by small and village entrepreneurs. 
It indicates a broad-based scheme of 
effective financial support to cottage and 
small industries. The Khadi and Village 
Industries Commission, it is stated, is 
being reorganised and invigorated. The 
development and application of technology 
and small simple machines and devices 
for improving productivity and earning 
capacity of workers of small and village 
industries also finds mention. But these 
are all promises for the future and the 
implementation of these programmes will 
certainly take time. There is therefore 
the risk of a dangerous gap being created 
between the responsibilities immediately 
placed on the small-scale sector and the 
prospective development of its capacity 
to discharge them. In this sense, the 
excessive reservation which has been 


written into the industrial policy state¬ 
ment smacks oi^ placing the cart before 
the horse. 

While discussing the competition bet¬ 
ween large-scale and small-scale units, 
Mr Fernandes refers to the danger to the 
small fishermen from trawlers. He has 
no objection to trawler operations being 
confined to the export market but he is 
against trawlers bringing fish for the 
domestic market. In other words, he 
admits that there are areas where small 
scale units are virtually at a permanent 
disadvantage vis-a-vis large-scale opera¬ 
tions where price competition is involved. 
Nevertheless, Mr Fernandes wants that 
the domestic market should be reserved 
for small fishermen which means that 
only the foreign consumers are to be 
benefited by advances in mechanised 
deep-sea fishing, while domestic con¬ 
sumers arc to be deprived of the benefit 
of lower prices for a food article of mass 
consumption which could be a rich source 
of protein for the lower income groups. 
Surely, there must be other, less objec¬ 
tionable methods of safeguarding the rea¬ 
sonable interests of small fishermen. Jn 
any case the calculus of welfare which 
Mr Fernandes favours is at least open to 
debate. 

reasonable Interpretation 

The minister discounts the fear among 
“a lot of people” who “get up and say 
that we are going to hurt big industry 
and there will be no expansion there”. 
Can Mr Fernandes honestly argue that 
these fears are not warranted ? A reason¬ 
able interpretation of the paragraph re¬ 
lating to the public sector in the indus¬ 
trial policy statement would be that no 
further nationalization of industries now 
existing in the private sector is contemplat¬ 
ed. Although the government has made no 
specific commitment to this effect, this is 
the impression that this para conveys. 
However, there is already a debate within 
the government over the future of the 
pharmaceutical industry, thanks to the 
insistence in some quarters that the larger 
firms—particularly the multinationals— 
should be taken over or at least severely 
restricted in their operations. This de¬ 
mand has been raised although it runs aga¬ 
inst the assurance given in the industrial 
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policy statement that existing foreign 
companies will not be discriminated aga¬ 
inst, once they have complied with the 
provisions of the Foreign Exchange 
Regulation Act. The issue has become 
serious enough for a committee of minis¬ 
ters being set up to make recommenda¬ 
tions. Whatever the final outcome may 
be, it is already clear that a restrictive 
approach will be adopted towards large- 
scale units in the pharmaceutical in¬ 
dustry. 

The ground is being prepared for this 
by the government delaying decisions on 
expansion or diversification schemes, 
introduction of new drugs into the 
market, price fixations or price revisions 
and other such matters affecting the 
further growth of the industry. Simul¬ 
taneously much unwarranted prejudice is 
being created against pharmaceutical 
manufacturers, particularly the larger 
units. Even the prime minister has not 
hesitated to endorse the canard that 
modern medicines and drugs have brought 
no benefit to common man. It is true' 
that, because of mass poverty and mass 
unemployment, our people as a whole 
are ill-fed, ill-clothed, ill-houscd and ill- 
.served in many of their other basic needs 
including medical care. But this is not 
primarily a problem for the pharmaceuti¬ 
cal industry and so far as modern medi¬ 
cine is concerned, the control of epide¬ 
mics and contagious diseases, the decline 
in infc.nt mortality and the rise in the 
averag:? expectancy of life bear testimony 
to the fact that there has been consider¬ 
able penetration by modem drugs and 
medicines of large areas of public health. 

badly timad campaign 

If more needs to be achieved in this 
direction and the government wants to 
assist, nothing could have been more 
badly timed than the current ill-advised 
campaign against the pharmaceutical 
industry and the fact that such an agita¬ 
tional approach has at all been adopted 
towards a major industry is bound to 
rouse exactly the kind of apprehensions 
to which Mr Fernandes has referred. 

Finally it is strange that his defence of 
the industrial policy statement has omitted 
to answer the charge that it contains no 
positive decisions or proposals for dealing 


with the stagnation of several large-scale 
industries and the general slackening of 
the growth of this sector. The statement, 
in the prevailing conditions, should surely 
have said things relevant to this situation. 
That it has not done so means that a 


The industrial policy statement of the 
government of West Bengal is in keeping 
with the political ideology of the Marxists 
and the other parties that constitute the 
United Front government. The statement 
reiterates the government’s well-known 
objectives to reverse the trend towards 
industrial stagnation, to arrest the growth 
of unemployment, to encourage the deve¬ 
lopment of small and cottage industries, 
and to lessen the “stranglehold” of the 
monopoly houses and the multinational 
firms on the economy of the state. The 
other aims are to promote industrial 
technology and self-reliance, to expand 
the public sector gradually, and to ensure 
greater control by workers over the indus¬ 
trial sector. 

curbing initiative 

But the statement seems to show 
more anxiety on the part of the 
government to curb the activities of the 
multinationals and the large houses than 
to impart a strong and sustained stimulus 
to the growth of new industries, develop 
the backward areas, and improve the 
viability of the existing units. 

The statement says that since indepen¬ 
dence, the multinational companies and 
big houses have utilised the profits realised 
from West Bengal’s industries “cither for 
supporting the lavish style of living of the 
owners and top executives or for setting 
up industries elsewhere, or for remitting 
funds abroad.’* It has ignored the part 
played by the big houses and the multi¬ 
nationals in pioneering a large number of 
industries in West Bengal and in creating 
vast opportunities for employment and also 
their potential for reviving the state's sick 
icconomy and setting up new industries 


lop-sided^ sectoral approach has over¬ 
ridden consideration for the all-round 
development of the economy. The 
industrial policy statement therefore 
amounts to a failure in economic states¬ 
manship. 


with growth prospects. However, the 
statement grudgingly admits that, in the 
immediate future, it will not be possible 
to dispense with the large houses and 
multinationals which have been operating 
in West Bengal. 

advisory council 

The statement says that “as long as the 
laws of the land are not contravened, the 
state government may allow the exist¬ 
ing multinational corporations and big 
industrial houses to plough-back their 
profit but only along the lines previously 
agreed to and whetted by the Industrial 
Advisory Council”. This council is to 
be set up soon with the representatives of 
the government, large-scale manufacturers, 
middle level management, small indus¬ 
trialists, trade unions and technological 
and financial experts. But is such a large 
and unwieldy body competent to suggest 
as to how exactly the big houses and the 
multinationals should reinvest their pro¬ 
fits ? Will not this procedure effectively 
deter these companies from investing in 
West Bengal and seek outlets in other 
states where the industrial climate is more 
congenial ? 

The statement has said that “one major 
reason for the industrial set-back in West 
Bengal in the more recent period is the 
policy pursued by the national financial 
institutions”. It is true that the loans 
sanctioned by these institutions to West 
Bengal have been much less than those 
given to Maharashtra, Gujarat and some 
other states. But what can these institu¬ 
tions do if they do not receive more appli¬ 
cations from West Bengal for viable pro¬ 
jects ? The statement has observed that 
the central government must ensure that 


Ideological overtones in 

West Bengal's polity 
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the banks and the other public financial 
agencies “should not import their own 
subjective bias in deciding upon the quota 
of institutional funds for this state or in 
deciding which sector of group is to be 
offered particular encouragement”. The 
implications of this suggestion are not 
clear. What the state government wants 
perhaps is that there should be close 
liaision between itself and the financial 
institutions. This is, of course, a reason¬ 
able request. But the state government 
should also ensure that the schemes and 
projects sponsored and supported by it 
are viable and do not go counter to the 
national policies and priorities laid down 
by the government of India. 

public sector performance 

The industrial policy statement has ex¬ 
pressed disappointment with the poor 
performance of the public sector under¬ 
takings in West Bengal. It has revealed 
that their accumulated losses are of the 
order of Rs 150 crorcs and has observed 
that, given their present structure, they 
would be unable to fulfil their role, “whe¬ 
ther doctrinaire or pragmatic”. It has 
suggested that the left government must 
“critically review the performance of 
these undertakings, rationalise and re¬ 
structure them where necessary and put 
them under professional management”. 
This is a laudable objective but its imple. 
mentation is not going to be smooth be¬ 
cause of the acute shortage of competent 
and experienced managerial personnel 
and the difficulty in getting the whole¬ 
hearted cooperation of the trade unions in 
restructuring these undertakings. 

As regards the import of technology, the 
industrial policy statement has suggested 
the state government should not be averse 
to inducting foreign skills and expertise 
but it has clarified that its preference will 
be for the induction of technology from 
the socialist countries, “because these can 
be depended upon to offer meaningful 
support to the public sector’*. But will 
such a restrictive approach really help 
West Bengal to import the right kind of 
technology needed by its industries ? Is it 
not desirable that all state governments 
should be guided by the policy of the 
central government in regard to the sour¬ 
ces from which technology is to be impor- 
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ted and the conditions on which it is to 
be obtained ? 

An interesting aspect of the industrial 
policy statement is the suggestion that 
“the state government must campaign for 
additional investible funds for the entire 
eastern region since, irrespective of all 
other considerations, industrial develop¬ 
ment in any eastern state will, by and 
large, also contribute to the well-being of 
West Bengal’s economy”. There is. of 
course, a strong case for the states of this 
region to work in close cooperation with 
one another in developing their economy. 
But should the government of West 
Bengal devote its time and divert its atten¬ 
tion to the development of the entire 
eastern region when it has a host of 
investment problems to solve in its own 
territory ? 


The observations of the Finance minis¬ 
ter, Mr. H.M. Patel, in recent weeks 
have given rise to expectations that the 
revised estimates for 1977-78, when pre¬ 
sented to parliament at the end of Febru- 
ary, may undergo a significant change 
because of the large assistance additionally 
extended to state governments and increases 
in non-plan expenditure in some direc¬ 
tions. It is not clear however why there 
should be a sizeable increase in the overall 
deficit even when it has been indicated that 
there will be a shortfall in plan outlay and 
the Finance minister's own statement that 
there is no paucity of funds in the central 
budget. The trends, in central govern¬ 
ment deposits, as revealed by the weekly 
statements of the Reserve Bank and chan¬ 
ges in holdings of treasury bills and 
investments of the central banking insti¬ 
tution, also suggc.st that the ways and 
means position of the central government 
up to the end of December was quite 
comfortable, notwithstanding the large 
payments made to state governments at 
regular intervals and the reduction in 
state overdrafts. 

The supplementary demands for the 
current financial year recently approved 
by parliament and those that might be 
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The industrial policy statement has 
urged the gdvmunent of India to “accept 
the three-fold principle of (a) the equalisa¬ 
tion of prices of all industrial raw materi- 
als throughout the country, (b) the equali¬ 
sation of freight for these materials for all 
parts of the country, and (c) the state- 
wise distribution of all industrial raw 
materials on the basis of actual require¬ 
ment”. The Left Front committee and 
the state government should study the 
implications of these proposals and place 
concrete ideas before the central govern¬ 
ment. It is not clear how they expect 
New Delhi to undertake all these responsi¬ 
bilities effectively if its powers are to be 
confined only to a few subjects like de¬ 
fence, currency, foreign affairs and foreign 
trade as suggested by the government of 
West Bengal. 


placed again during the budget session 
will no doubt result in an increase in ex¬ 
penditure unexpectedly in some directions. 
In view of the assurance given by the 
centre that the developments of the state 
governments will not be allowed to suffer 
due to a big rise in non-plan expenditure 
and heavy outlays on relief operations in 
the cylone and flood affected areas in 
different parts of the country, it is quite 
likely that fresh supplementary demands 
may result in an outgo of Rs 350 crores. 
The demands approved in the last budget 
session account for a gross total of 
Rs 942.38 crores and a net outgo of 
Rs 688.69 crores after taking into account 
the related receipts and recoveries. 

The bulk of the payments pertains to 
state governments as a sum of Rs 250 
crores will be made available for bridging 
the resource gap, Rs 125 crorcs for meet¬ 
ing expenditure in connection with natural 
calamities and Rs 100 crores as ways and 
means advances or Rs 475 crores in all. 
There will also be other payments, partly 
in grants and partly in the form of short 
term advances, for a total of Rs 97.08 
crores. The additional allocations in res¬ 
pect of public sector units will absorb 
Rs 145.38 croms. So far as the centre is 
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The shape of budget to come 



concerned the over-run in revenue account 
will be only Rs 225.36 crores implying 
that the anticipated surplus of about 
Rs 108 crores on adjusted basis will be 
converted into a deficit ofRs 117 crores. 
It is probable that there will be a shortfall 
in receipts from excise duties and import 
levies due to a lowering of excise duties 
on mini tractors, fertilisers, levy and free 
sale sugar and adjustments in import 
duties. But the budget estimates are 
likely to be exceeded by Rs 100 crores as 
the collections on direct taxes have been 
encouraging and evasion in excise duties 
also is being prevented. 

On capital account the receipts are 
likely to be in excess of the estimates by 
Rs 800 crores as a result of record bor¬ 
rowing through open market loans, larger 
receipt under the small scale savings cam¬ 
paign and bigger net foreign aid. There 
will of course be an unexpected outgo of 
about Rs 350 crores due to repayments 
under the Compulsory Deposit Scheme. 
The payments lo states and public sector 
undertakings also may take up Rs 750 
crores resulting in a net over-run of 
Rs 300 ciorcs. There will however be a 
shortfall in plan outlay in the central 
sector as well as the slate sector though 
the reduced outlay in the central sector 
only has to be taken into account for 
calculation purposes. If it is assumed 
that this shortfall will be a minimum of 
Rs 500 crores there can be even a reduc¬ 
tion in deficit in the capital budget, by 
Rs 200 crores. It is therefore difficult to 
see how there can be an enlargement of 
overall defu it with larger capital receipts 
and smaller plan outlay. 

things to do 

It has not been satisfactorily explained 
why plan outlay in the central sector 
could not be increased even with 
adequacy of foreign exchange and 
rupee resources. The implementation 
of power and irrigation projects, rural 
electrification schemes, exploration and 
exploitation of onshore and offshore oil 
reserves and execution of industrial pro¬ 
jects could be attempted vigorously. Even 
under favourable circumstances the offi¬ 
cial machinery has been unequal to the 
task of utilising larger plan allocations. 
It has been stated that the Janata govern¬ 
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ment has been in effective power only 
from June and the last budget was only 
makeshift in character. The states, of 
course, have their own problems as many 
new governments were formed after the 
elections in some states and the budgetary 
position also has deteriorated due to 
large concessions granted on the eve of 
elections. 

The question has therefore been asked 
what will be the shape of the budget for 
1978-79 and whether there will be a tech- 
nical enlargement of the overall deficit of 
the centre for 1977-78 due to failure to 
generate the rupee counterpart funds 
against the loan of Rs 800 crores in 
foreign exchange taken from the Resene 
Bank. In the calculations given above, 
it has been assumed that the rupee resour¬ 
ces against the loan for Rs 800 crores 
will be available. There has been no 
indication so far of the use of foreign 
exchange resources for financing imports 
as current foreign exchange earnings have 
paid fully for imports in the first eight 
months and only in December uneven 
trends have been noticeable in foreign 
balances ^held by the Reserve Bank in 
Banking Department. 

favourable balance 

It is however hoped that there 
will be a marginal favourable balance 
for the whole of 1977-78 in which 
case there will be no opportunity for using 
foreign exchange rescives for bridging an 
import gap. The repayments against 
foreign obligations can be easily made out 
of gross foreign aid. There may be some 
payments on behalf of shipping companies 
in respect of defaults in payments towards 
loans in foreign currencies. But the 
amount involved cannot be large. It, 
therefore, remains to be seen how the gap 
arising in this regard will be adjusted as 
already there has been a transfer of foreign 
securities to the Issue Department from 
the Banking Department of Rs 700 crores 
for expansion of the currency or adjust¬ 
ments. 

It may not be surprising if there are 
similar transfers to Issue Deparment 
for expanding currency and making avail¬ 
able to the centre the required funds if 
the need arose. The strategy in this 
regard has not been spelt out by the 
Finance ministry so far even though it is 
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abundantly clear that there will be no 
withdrawal from foreign balances for 
financing imports. The expansion of 
currency against foreign securities is not 
of course different from creation of cur¬ 
rency against adhoc rupee securities as the 
immediate effect will be an increase in 
money supply. The difference of course 
lies in the fact that there can be a suction 
of rupees from circulation in the event of 
foreign balances being used for financing 
imports or for other purposes in the com¬ 
ing years and a net reduction in foreign 
exchange reserves can be attempted. The 
revised estimates for 1977-78 have there¬ 
fore more than usual significance. 

the speculation 

There is also speculation about the 
manner in which the budget estimates for 
1978-79 will be formulated. After the 
difficulties experienced in using foreign 
balances and the prospect of continuing 
rise in inward remittances the Finance 
minister may not take any large credit in 
foreign exchange through loans from RBI 
especially as unused net foreign aid has 
also created similar problems. If net 
foreign aid is fully absorbed for tactical 
reasons current foreign exchange earnings 
gel accumulated while rupee resources 
have been injected into the economy for 
Corresponding amount. 

It has also been stated that the recom¬ 
mendations of the Jha committee will 
be implemented and there will be a 
rationalisation of import and excise 
duties. How far this will result in a 
net reduction in revenues and what 
attempt will be made to increase receipts 
in some directions cannot be visualised at 
this stage. Even so assurance has been held 
out that the 1978-79 budget will reflect in 
full the policy of the Janata government 
and many lingering doubts will be cleared. 
In the hope that a constructive approach 
will adopted and the economy will be 
given a push in the next financial year and 
there may even be a mild retreat from 
dear money, the stock markets have been 
more active latterly. It will be interesting 
to find out how the various coiHidrums 
will be satisfactorily solved and new bid 
made to make effective use of swelling 
foreign balances and ample physical 
resources in some directions. 
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CAPITAL'S 

CORRIDORS 

C. Raghavan 

Demonetisation • Janata and CPI(M) • Indo 
Pakistan relations * Splitting of Samachar 


The government's action in demonetis¬ 
ing high denomination currency notes, it 
seems now to be reasonably clear, was 
motivated by the view that a lot of money 
with Mrs Indira Gandhi and some of her 
•supporters was in these notes. In this 
understanding, it had been hoped that 
through the demonetisation of 1,000, 5,000 
and 10,000 rupee notes Mrs Gandhi’s 
power and influence could be undercut. 
Only time will, however, show whether this 
assumption was correct and the desired 
result would be obtained. 

Soon after Mrs Gandhi's arrest last 
year, the Home minister had claimed that 
a lot of her money was cached in some 
embassies in New Delhi. Nothing fur¬ 
ther has since been heard of this ‘dis¬ 
closure’of the Home minister, based on 
some ‘intelligence’ information. Whether 
the current‘intelligence’ information, on 
the basis of which reportedly the demo¬ 
netisation decision has been taken, is 
likely to be any more accurate remains 
to be seen. 

guarded secret 

The move to demonetise was a closely 
guarded secret, and it would appear to 
have involved only the prime minister, 
the Finance minister and the Law minis¬ 
ter. Other ministers were hurriedly sum¬ 
moned OP January 16 evening for an 
urgent cabinet meeting at 6.30 p.m., the 
prepared draft text of the ordinance was 
shown and their approval obtained, and 
the text of the ordinance sent to the 
president for his signature and promulga¬ 
tion. If some saw in this the same 
methodology of cabinet consultation and 
consideration as in the past, it merely 
shows the difficulties of the processes of 
consultations and considerations whei^ 
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high-fiduciary decisions needing utmost 
secrecy before promulgation are involved. 

In his press conference to explain the 
action, the Finance minister, Mr H.M. 
Patel, made clear that the move was not 
aimed against black money but to put to 
a stop “illegal transactions,” He, however, 
declined to spell out or deflne the illegal 
transactions. The high denomination 
notes, he said, were being used “for 
purposes other than in the interests of 
national economy in illegal transactions.” 

small percentage 

According to him, while the total cur¬ 
rency in circulation (as in May, 1977) was 
Rs 8,158 crores, the demonetised high 
denomination notes, he said, accounted 
for about Rs 139 crores, and a fairly 
high percentage of even this was with 
banks. The amounts actually ‘in circula¬ 
tion’ must be a much smaller percentage 
than the Rs 139 crores, he said. Mr Patel 
did net directly admit the political moti¬ 
vation but conceded that political parties 
(and their monetary transactions) were 
part of the national economy. The prime 
minister, Mr Morarji Desai, has been 
more specifle at Bangalore where he has 
said that one of the aims of demonetisa¬ 
tion was to unearth illegal money with 
political parties, but no single party was 
the target. 

The former Finance minister, Mr C. 
Subramaniam, on the morrow of the 
demonetisation had also spoken of its 
impact on hidden funds with some. How¬ 
ever, Mrs Gandhi has denied that she had 
even one single high denomination note. 

Whatever its impact on the political 
parties, and the elections in the southern 
states, the government’s swift action of 
fiduciary and fiscal measures on political 
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grouods would appear to have sufficiently 
unnerved many. This, coupled with the 
persistent rumours about impending 
government steps on the ceiling over 
holdings of gold, has created quite some 
scare, not confined however merely to 
those with ill-gotten wealth. Some reports 
reaching New Delhi suggest that it is 
having its impact on the prosperous peas¬ 
antry in northern and western India. 

pouring complaints 

The demonetisation ordinance resulted 
in many complaints pouring into the 
Finance ministry in New Delhi. These 
ranged from non-availability of forms, 
difficulties of encashment in time etc. 
But officials noted little or none on the 
ground that news was not received in 
time. The news of the government’s 
action was broadcast on the night of 
January 16 in the 9 p.m. bulletien of All 
India Radio and carried in the newspapers 
of Jaunary 17. Though the listening and 
reading audience might not be large 
(compared to the size and population of 
the country) news by word of mouth 
would appear to have spread fairly fast, 
one official noted. 

However, the move has raised some 
questions about the functioning of the 
Reserve Bank of India. The currency is 
issued by the RBI, and virtually centra¬ 
lised in one department in Bombay inso¬ 
far as high denomination notes are con¬ 
cerned. Yet, it has been noted that on the 
night of the issue of the ordinance, only 
figures of currency issued as of mid-1976 
were available, and even when the Finance 
minister held a press conference a day 
later, he could cite figures of currency only 
as of May, 1977. Why the RBI has been 
unable to give more up-to-date figures 
has not been explained by officials who 
concede that the figures must be available 
in Bombay at the headquarters and does 
not really require to be collected from the 
various branches. 

The National Executive of the Janata 
party, meeting in Bangalore, has opted 
for electoral adjustments and understand- 
ings with various parties in order to fight 
the two Congresses in the forthcoming 
elections in Andhra Pradesh, Assam 
Karnataka and Maharashtra^ Despite the 
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views to the contrary of several senior 
leaders, including the prime minister, Mr 
Desai, and the Home minister, Mr 
Charan Singh, the party has decided in 
favour of electoral understanding with the 
Communist Party of India (Marxist), a 
factor to be reckoned with at least 
in Assam and Andhra Pradesh. The 
attempt of some to prevent dual member¬ 
ship of Janata and the RSS would also 
appear to have been given up. Both Mr 
Desai and Mr Charan Singh have been 
disfavouring any alliance, understanding 
or adjustment with the CPI(M). They 
feel that with the ‘respectability’ given by 
assoc.iation with the Janata, theCPl(M) 
has been able to make inroads in West 
Bengal and Tripura and might extend its 
influence in other parts of eastern India. 
Others in the Janata party, however, feel 
that without such an understanding, the 
Janata would be wiped out in the east and 
south (as had happenned in the assembly 
polls in West Bengal and Tripura). Both 
Mr Desai and Mr Charan Singh arc react¬ 
ing strongly against the move for more 
powers to the states, a move being spear¬ 
headed by West Bengal chief minister, Mr 
Jyoti Basu, and supported by Sheikh 
Abdullah in Jammu and Kashmir and 
M.G. Ramachandran in Tamil Nadu. 

* 

The Foreign minister, Mr Atal Behuri 
Vajpayee, is now expected to visit Islama¬ 
bad on February 6 for talks with his 
Pakistani counterpart. Just prior to the 
visit, the Shah of Iran would have visited 
New Delhi and held talks with Mr 
Morarji Desai. The Pakistani military 
man, Gen. Zia is to visit New Delhi later, 
after Mr Vajpayee's visit. 

Whether for domestic reasons or as a 
preliminary to these visits, Pakistani 
leaders have been raising the Kashmir 
issue and attempting to resurrect old UN 
resolutions as a framework for a solution 
to the Kashmir dispute. During the 
Callaghan visit to Pakistan, Gen Zia 
would appear to have raised it and made 
pointed references to this in his speeches. 
The British press, since then, has been 
playing up the Kashmir issue and the 
Pakistani view that solutions could be 
reached only in the context of UN resolu¬ 
tions. 

Little of any of this is known to the 
Indian public, presumably because Sama- 


char reportage has filtered out these refe¬ 
rences, whether on its own or on the 
advice of the foreign office, it is not 
clear. 

♦ m 

The Samachar split and restoration of 
status quo ante, promised for January 1, 
and postponed to February 1, has again 
been postponed to March 1. The news¬ 
paper owners, who so enthusiastically 
welcomed the government’s decision for 
status quo ante, are unwilling apparently 
to pay the price and arc pressing for 
larger handouts from the government. 

The four erstwhile agencies asked for a 
sum of nearly one and half crores of 
rupees as solatium or rehabilitation grant 
from the government to start the four 
separate agency services, while the govern¬ 
ment came up with a total of Rs 25 lakhs. 
Government has also agreed to under¬ 
write for a period of six years the diffe¬ 
rence between the wage bill of the agen¬ 
cies and the wage bill of the integrated 
Samachar and its classification as a class 
one newspaper establishment. But the 
owners of the agencies want the govern¬ 
ment also to underwrite the cost of the 
interim relief. 


The quetcion of AIR and Dodtdar- 
Shan paying increased subscriptions is tied 
up with willingness of the newspapers to 
pay enhanced subscriptions. The agencies 
would like the government to agree to pay^ 
increased subscriptions for AIR and Door- 
darshan as recommended by the Kuldip 
Nayar committee, but are unwilling to 
raise their own payments. Long ago, in 
1954, the Press Commission recommended 
that newspapers pay PTI and the then 
UPI, fixed monthly payments plus a royalty 
per annum per copy of newspaper sold. 
This worked out to nearly 3.5 per cent of 
the circulation revenue for PTI and half 
to UPI. Even on that basis it will work 
out now to one paisa per copy of paper 
for PTI and half paisa for UNI. 

Newspapers are unwilling and one pub¬ 
lisher, the foremost in advocating the^ 
split, is pressing the government to set up 
a fund of Rs 10 crores, annual interest 
from which should be given to the agen¬ 
cies by way of help! But government has 
not taken note of this. The Information 
and Broadcasting minister has spoken of 
the two Hindi agencies joining together 
and there are also reports that government 
is willing to subsidise such a venture in 
the name of promoting Hindi. 
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Welcome break-up of a public giant 

S. L. N. Simha 


Tha Janata governmant's amphasit on tha astabliahmant of a 
dacantralisad pattarn of aconomy has much marlty says tha author. 
Ha howavar advoeatas dua cara and foraaight In Implamanting 
tha daclsion. Evan aftar split up, tha naw organisations would ba 
fairly largo to anjoy aconomy and afficiancy of oparations. 


The government’s decision to split up the 
Fertilizer Corporation of India into five 
separate companies, including a company 
for providing engineering and consultancy 
services, should be welcomed widely. A 
similar decision, concerning the steel 
industry was taken by the Congress 
government a little over a year ago, when 
the SAIL was split, with a separate com¬ 
pany for each of the units like Bhilai and 
Rourkela. In the absence of any contrary 
reports, it should be hoped that the 
arrangement is working well. 

Monopolistic and super-giant organi¬ 
sations in the public sector are nearly as 
harmful as those in the private sector. In 
fact, one may even take the view that 
purely from the angle of efficiency of 
operations, a public sector monopoly is 
worse. There is no fear of governmental 
intervention and no great anxiety con¬ 
cerning resources whether the organisa¬ 
tion is faring well or ill. A public sector 
organisation generally lacks fiexibility in 
operations and hence if the organisation 
has grown very large and, what is quite 
serious, it is also widely dispersed geogra¬ 
phically, ihe law of diminishing return 
or diseconomies of scale will begin to 
operate. Oftentimes, the slowest and the 
most inefficient unit within the organisa¬ 
tion sets the pace. 

political influence 

The danger of undue political influence 
in technical and business matters and also 
of corruption is very real when the orga¬ 
nisation is very big. Again, from the point 
of harmonious labour-management rela¬ 
tions, one should welcome the splitting 
of giant public sector organisations. This 
wise policy should now be extended to 
other public sector organisations such as 


the Life Insurance Corporation of India, 
More will be said on this, later. 

The split up of a major organisation 
into several separate units will naturally 
pose a number of problems. The first and 
probably the most difficult one to handle 
is that relating to personnel. It would 
indeed be difficult, so far as the middle 
and senior level executives are concerned, 
to ensure that all the units have a 
full complement of people as well as to 
satisfy the executives with regard to the 
postings to the various new corporations. 
Some resignations and consequently some 
new recruitment are inevitable. This is 
part of the game and there need be no 
undue anxiety about it. It is important 
to safeguard against the danger of pursu¬ 
ing the policy of sons-of-the-soil, so far 
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as senior personnel are concerned. The 
postings should be done on the basis of 
ability and suitability, rather than on 
conside];ations of the state from which 
the officers originally hail and the langu¬ 
age they speak. 

Except probably as a very temporary 
measure, government should also avoid 
the mistake of having the same person as 
the chairman of these corporations, in the 
interest of so-called coordination. The 
ideal thing would be to make the manag¬ 
ing directors themselves chairmen of the 
respective companies. The boards of 
directors of the new companies should 
comprise 3-4 whole-time executives and 
about an equal number of outsiders, com¬ 


prising both professional8-->chartered 
accountants, cost accountants and man¬ 
agement experts—and industrialists. 

It is hardly necessary to emphasise the 
importance of giving long tenures of 
office to the chief executives of the various 
corporations. One of the important rea¬ 
sons why public sector units have not 
done very well is the policy of frequent 
transfers of top personnel and of appoin¬ 
ting to these posts persons who look upon 
these assignments as a stop-gap arrange¬ 
ment, pending some better posting in the 
central or state government secretariat. 
If persons are oppointed for long tenures 
and given a substantia] measure of autho¬ 
rity, there is no reason why public sector 
units should not do even better than the 
private sector units, 

important problem 

Apart from the personnel question, 
there would be other important matters 
to be decided in connection with the split 
up of the FCl. According to the author, 
a very important problem is that of 
fixing the assets and liabilities of each of 
the new units. It is known that a number 
of projects of the FCI have experienced 
substantial cost overruns. These overruns 
have occurred on account of a variety of 
factors, some beyond the control of the 
corporation and some very much under 
its control. To an extent, inexperience in 
the matter of putting up fertilizer projects 
has been responsible for the delays and 
cost overruns. It seems to the author 
that this is the appropriate time to write 
oiT a part of these losses which should 
be borne by the exchequer rather than 
being passed on to the new units as a 
millstone round their necks. A commit¬ 
tee of experts should be appointed to 
advise the government on this. This com¬ 
mittee could also suggest the appropriate 
initial debt-equity ratio of the new indivi¬ 
dual units. 

Altogether, the government’s decision, 
as already mentioned, is a wise one. 
There will always be some difficulty in 
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implementing a major change but this 
should not prove intractable. As a mat¬ 
ter of fact, the government should now 
give serious consideration to what other 
giant units in the public sector should be 
split up, Naturally, in this matter pro¬ 
gress will have to be gradual. But, a 
difinite programme of action should be 
drawn up and implemented. 

overgrown corporation 

One public sector organisation which 
has now grown into an unwieldy size and 
the split vp of which will be very bene¬ 
ficial is the Life Insurance Corporation of 
India. The LIC has done reasonably 
well in the matter of spreading the insur¬ 
ance habit, but the scope that exists for 
a massive spread of the life insurance 
habit, especially in the rural and semi, 
urban areas, is so vast that it seems to be 
beyond the competence of a single man¬ 
agement to tackle the problem. There 
is also the problem of investing the 
resources of the LIC in a manner 
that contributes to national economic 
development and the removal of regional 
economic imbalances. A single agency 
cannot do this job satisfactorily. Regional 
committees and boards are not a substi- 
tute for independent organisations. It is 
well to note that, beyond a point, delega¬ 
tion of authority will not work. 

The government has done well to have 
a number of corporations so far as the 
general insurance is concerned. Appa¬ 
rently, the government had the experience 
of the Lie in mind. It is time that action 
was taken to split the LIC into four or 
five separate corporations. There should 
be a central organisation to co-ordinate 
the operations and to handle roughly 50 
per cent of the investible funds on a 
natonal basis, the remaining funds being 
utilised for an intensive development of 
the regions in which the individual cor¬ 
porations will operate. 

In the field of commercial banking, 
happily, we have a fairly varied structure, 
with large, medium and small banks. 
Sometime back, there were proposals for 
the merger of the already large com¬ 
mercial banks into even larger ones. 
Happily, a new banking commission 
that had been set up by the Congress 


government was wound up by the Janata 
government. This is not enough. What 
the Janata government ought to do is to 
put a little restraint on very large ones 
such as the State Bank of India from 
growing much larger. The medium and 
small-sizcd banks should be given all 
encouragement and help for expansion. 

In this connection, government should 
give serious thought to another unwieldy 
organisation that exists in the banking 
system in the form of the *State Bank 
group', comprising the State Bank of 
India and seven subsidiaries. As at the 
end of June 1977, the State Bank of India 
had 4,350 banking offices and the seven 
subsidiaries together 2,000 branches. It 
is time that the seven subsidiaries were 
delinked from the State Bank of India 
and constituted into independent institu¬ 
tions. Under the present arrangement, 
the same person, namely the chairman of 
the State Bank of India, is also the 
chairman of each of the seven subsidi¬ 
aries. Even a genius would find it extre¬ 
mely difficult to shoulder the responsibi¬ 
lity of being chairman of eight institutions 
and most of us are not genii! Concen¬ 


tration of so much authority in one per¬ 
son is wrong. 

Each of these subsidiaries is now 
large and mature enough to run its own 
affairs. Actually, many of the subsidiaries 
were exceptionally well run when they 
had been independent institutions, before 
being tied to the apron-strings of the 
State Bank of India! This arrangement 
has inhibited the growth of the subsidi¬ 
aries and sapped their initiative. The 
subsidiaries have the status of second 
class citizens in the banking community. 
This is a ridiculous arrangmemt and 
should be ended. 

The Janata government’s emphasis on 
the establishment of a decentralised pat¬ 
tern of economy has much merit. But, 
of course, this must be implemented with 
care and foresight. There is a lot that 
the government can do to put this philo¬ 
sophy into practice by restructuring many 
of the public sector organisations into 
smaller units. It is well to note that even 
after spiit-up, the new organisations 
would in general be fairly large to enjoy 
economy and efficiency of operations. 
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Relations between the All-India Railwaymen's 
Federation and the Railway Board have become 
quite friendly in the new political seFup and 
issues which would otherwise have caused 
friction are being settled amicably. Last week*s 
negotiations between the Railway Board and the 
Eederation resulted in an agreement on several 
questions. Two such outstanding issues were 
fixation of pay of siafT on the pre-1931 scale who 
elect for (he Pay Commission's scales and 
removal of Pay Commission's uniform scales to 
staff on varying certain anomalies resulting from 
the application of the scales in different zones. 
The grievance relating to the staff on pre.l93l 
scale was that if they accepted the Pay Commis¬ 
sion's scales they would be losers because their 
existing pay was higher than the Commission's 
scales. Government no doubt offered a solution 


by undertaking to maintain their present income 
by treating the difference as personal pay which 
was to be absorbed in their future increments, 
but this solution failed to improve the lot of the 
staff in terms of actual income now or in the 
immediate future. Government, therefore, made 
liberal concession to this category of pre-1931 
employees by fixing their immediate pay at the 
next higher stage in the Pay Commission's scales 
which would be above their present income and 
also guaranteed to them interim relief and 
future increments uninterrupted in the normal 
course. How far this liberalisation is going to 
tax the railway budget is not known, but the 
apparent anomaly of Pay Commission's scales 
with stoppage of increments in the near future has 
been removed. 
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Fiscal discipline for states 

Whilo the state governments are in an unfavourable position relative 
to the centre In raising resourcesi they have to discharge expensive 
and expanding social and developmental functions. The state 
governments have to depend on the central government to a 
considerable extent for augmenting resources. The author who is 
reader in Economics, Banaras Hindu University, feels that this 
dependence induces lethargy in state governments in tapping 
their own resources. 


One of the main problems of federal 
finance has been that the elastic and pro* 
ductivc sources of revenue have been 
assigned to the centre while the states 
have to discharge expensive and expand- 
iog social and development functions. 
The states cannot discharge their func¬ 
tions satisfactorily without adequate 
assistance from the centre. A consider¬ 
able amount of resources has, therefore, 
to be transferred from the centre to the 
states. The total net transfer of resources 
from the central government to the state 
governments in 1976-77 (Budget) amount¬ 
ed to Rs 3134 crores which formed 
slightly more than 34 per cent of the 
states’ direct expenditures (on revenue 
and capital account) on goods and 
services, excluding interest payments to 
the centre. 

It may also be emphasized here that 
the state governments are relatively in an 
unfavourable position in raising resources 
as compared to the central government. 
The direct taxes, such as income-tax and 
the corporation tax of the central gov¬ 
ernment affect only a minority of the 
populatio'i whereas the direct taxes, such 
as land revenue and agricultural income 
tax, levied by the slate governments have 
an impact on the majority of population 
who can play a vital role under the right 
of adult franchise. 

negligibi# resistance 

Similarly, the indirect taxes, such 
as the union duties of excise and 
customs, of the central government 
are camouflaged with the price of the 
taxed commodities resulting in relatively 
very little, almost negligible, resistance 
from the consumers of such commodities. 
On the other hand, indirect taxes of the 
state governments (such as sales tax) are 
shown separately which invite greater 


resistance from the consumers of these 
commodities. In addition, the state 
governments are in a disadvantageous 
position as compared to the centre so 
far as raising of resources through public 
debt/borrowing programme is concerned. 
The central government also enjoys a 
monopoly so far as raising of resources 
through deficit financing is concerned. 
Even if these constraints on the part 
of the stales during the process of re- 
source mobilization are taken into 
account, there is abundant evidence to 
show that they have not effectively ex¬ 
ploited all the sources of revenue avail¬ 
able to them. In view of the increasing 
fiscal requirements of the states, it is not 
only desirable but essential that the 
state governments tap all the sources of 
revenue that are available to them. 

deficit state budgets 

It is unfortunate that most of the state 
governments have presented a deficit bud¬ 
get for the year 1977-78—ihe fourth year 
of the fifth Plan. This shows a marked 
deterioration in the states* resources 
position especially in view of the fact 
that most of the state governments have 
not proposed any fresh levies to cover the 
deficit. The combined deficit for the year 
is Rs 3f5 crores; although the total Plan 
outlay for all the states has been increas¬ 
ed by about Rs 910 crores. It may be 
emphasized here that in the first three 
years of the fifth Plan, the state govern¬ 
ments had taken steps to raise additional 
resources—in 1974-75 the yield from 
various steps was estimated at Rs 358 
crores, in 1975-76 the additional taxation 
was of the order of Rs 117 crores, and 
in 1976-77 the state governments had 
raised Rs 112 crores. Surprisingly, the 
state budgets for 1977-78 contemplate 
to raise only an additional revenue of 


P. K. Bhargava 

Rs 40 crores: of this additional tax effort, 

Rs 29 crores will be raised by Maha¬ 
rashtra, Rs 7.9 crores by Orissa and 
Rs 3.1 crores by Rajashan. 

Most of the state governments with the 
Congress party in power do not seem to 
have taken any steps towards additional 
tax effort mainly because the Congress 
party has lost at the centre and the 
party docs not want to be unpopular 
further with its electorate during the 
assembly elections expected to take place 
in the near future. In fact some of the 
state governmnets had announced 
various concessions through the with¬ 
drawal of land surcharge, reduction in 
the irrigation rates and power tariff to 
provide relief to the electorate prior to 
the Lok-Sabha elections. 

costly concessions 

These concessions were expected 
to cost about Rs 200 crores to the 
states exchequer and could be justi¬ 
fied in political terms but from the 
point of view of economic considera¬ 
tions, they were not only unjustified but 
they would retard the progress of the states. 
Fiscal wisdom and discipline is required 
on the part of the state governments in 
tackling various problems from the point 
of view of broader national interest. One 
can only hope that the Janate govern¬ 
ment at the centre will take steps to . 
inculcate fiscal discipline among the 
states. 

Taxation of the agricultural sector 
falls within the jurisdiction of state gov¬ 
ernments. The two most important taxes 
levied on the agricultural sector are land 
revenue and agricultural income-tax. 
However, their importance in the reve¬ 
nue from state taxes has been declining 
progressively. The share of land revenue 
was 5.2 per cent in the revenue from 
state taxes in 1976-77 (Budget). The 
burden of agricultural income-tax has 
also declined steeply and it has. become 
more or less of a kind of surcharge, at. 
least, on the higher income brackets in 
the agricultural sector. On the other 
band, the agriculturists have continued to; 


EASTERN ECONOMIST 


157 


JANUARY 27^ 197i^ 



improve their relative economic position 
due to the rise in their income owing to 
the increase in productivity of land and 
rise in the prices of agricultural commodi¬ 
ties. Their position has also improved due 
to the agriculture-oriented expenditure 
policy of the governmenc and the various 
subsidies that are given to them. There is 
thus a vast scope of raising additional re¬ 
sources from the agricultural sector. This 
has been emphasized from time to time 
by a number of commissions and com¬ 
mittees. What steps can be taken in this 
direction is a matter of detailed examina¬ 
tion. Needless to say that great political 
courage is required on the part of the 
state governments especially under the 
changed circumstances. 

important sources 

Sales tax has continued to be the most 
important source of revenue in the states' 
tax-system during the recent past. At 
present it forms 56 per cent of the revenue 
from state taxes. However, there is need 
for reform in this area also. The per 
capita incidence of sales tax is not neces¬ 
sarily higher in those states which have a 
relatively higher per capita income. For 
instance in 1976-77, the per capita sales 
tax at Rs 53.07 was the highest in Maha¬ 
rashtra, while the per capita income is 
highest in Punjab. Similarly, the per 
capita sales tax at Rs 17.52 in Uttar Pra¬ 
desh was lower as compared to the per 
capita sales tax in Kerala (Rs 45), Rajas¬ 
than (Rs 22.56} and Madhya Pradesh 
(Rs 19.53) whose per capita income is 
relatively lower than that of Uttar 
Pradesh. These data emphasize the need 
to plug evasion of sales tax by tightening 
up the administrative machinery and 
through frequent surprise checking of 
stock registers of the dealers by the sales 
tax inspectors and officers. There is also 
need for rationalisation of sales taxation 
and its more effective assessment and reali¬ 
sation than at present. In addition, steps 
have also to be taken to reduce the increa¬ 
sing arrears of sales tax. 

The next important source of revenue is 
states* excise duties which form about 12 
per cent of the revenue from state taxes. 
The contribution of this source of revenue 
varies considerably in the tax structure of 
individual states. The share of excise 


revenue in the revenue from state taxes of 
Nagaland and Sikkim is 50 per cent and 
the states of Himachal Pradesh, Jammu 
and Kashmir and Andhra Pradesh also 
rely heavily on this source of revenue. 
However, Gujarat with vigorous prohibi¬ 
tion derives only 0.4 per cent of its total 
tax revenue from this source, while in 
Tamil Nadu the loss of excise revenue 
after the re-imposition of total prohibition 
is over Rs 50 crores. In view of the incre¬ 
asing need for more resources, the state 
governments should carefully examine 
whether the policy of prohibition is serv¬ 
ing its real purpose. Past experience has 
not been satisfactory in this regard as a 
number of cases of illicit distillation have 
been reported and the drinking habit 
is also on the increase. It would 
be better late than never if the state 
governments still retrace their steps in the 
matter of prohibition. 

The state governments have been incur¬ 
ring heavy losses on irrigation projects as 
also on electricity schemes. The states 
must suitably modify their structure of 
water rates so that they may at least not 


incur losses on these projects. The states* 
electricity boards should also suitably 
modify their electricity tariff structure and 
improve their efficiency by reducing work¬ 
ing expenses. However, this should bt 
done in a manner that any upward revi¬ 
sion does not adversely affect the agricul¬ 
tural and the industrial development of 
the country. 

The state governments depend to a 
considerable extent on the centre and the 
resources that are transferred from the 
centre to the state governments have 
continued to increase and will continue to 
do so in future as well. There is no harm 
if the central government provides increas¬ 
ing assistance to the states but this should 
not induce lethargy on the part of the state 
governments in tapping their own sources 
of revenue. What is, therefore, necessary 
is that in transferring resources from the 
centre to the states considerable weightage 
should be given to the performance of 
individual state governments in raising its 
own resources along with the other factors 
that are taken into account. 
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POINT OF VIEW 


Aluminium industry: problems 

The author diseussas tha currant problami and proapacta of tha 
aluminium industry and auoiiasts soma ramadial maasuras lika 
abolition of dual prieinQi raduetion of axeisa dutias, and also 
makas a plaa for supply of powar to aluminium smaltars 
accordinfl to tha contractad commitmants. 


With an expected output of around 
2U0,000 tonnes, the aluminium industry is 
working only to about 60 per cent capa¬ 
city due to power shortages. What this 
means to the economy can be understood 
better if it is realised that at today's prices 
it would cost about Rs 600 croies to 
build new capacity equal to that which is 
now lying idle. Another way to look at 
it is that the country could earn about 
Rs 130 crores in foreign exchange an¬ 
nually if the industry was working to 
capacity and all the excess production 
over current levels of output were to be 
exported. In addition, government reve¬ 
nues would be increased by higher receipts 
in the form of corporate taxes and other 
levies. 

I It has recently been suggested that 
aluminium producers should install cap¬ 
tive power plants. While this is possible 
for locations near the coal belt, producers 
in western India would need to rely on 
hydro sites. Furthermore soft loans 
would be needed similar to IDA loans to 
make such hydro plants economic. It is 
also doubtful if at today's high prices the 
industry can sustain the enormous invest¬ 
ments required to build the power plants. 

dual pricing 

In the international aluminium industry, 
which benefits from advantages of low 
transportation costs and sophisticated 
technology, it is generally agreed that a 
price of close to Rs 11 to Rs 12 per kilo will 
be needed to justify building new plants. 
The aluminium producers in India today 
are realising only about 60 per cent of 
such prices on an average due to dual 
pricing. Even if dual pricing were to be 
abolished, the incredibly high excise 
duties on such a basic industrial metal as 
aluminium would make it impossible to 


realise more than 75 per cent of the re- 
quired price. 

Thus the immediate action required 
would appear to be as follows: 

—Abolish dual pricing and price con¬ 
trols. 

—Reduce excise duties. 

—Make sure that all the smelters are 
given full power according to the original 
contractual obligations. This is not only 
a question of economics but one of equity 
and justice also. How can the industry 
expand to the extent required if there is 
no confidence in being able to obtain all 
the electricity agreed upon and contracted 
for prior to the investment being made. 

future needs 

By 1990, the country will need about 
700,000 tonnes of aluminium capacity 
which would still be less than one kilo per 
capita against higher levels of usage al¬ 
ready obtaining in such developing coun¬ 
tries as Thailand and Malaysia. To build 
this additional capacity would require 
about Rs 1,500 crores or roughly an 
investment of Rs 120 crores per annum 
from 1978 onwards at current prices. 

This is not at all possible unless existing 
capacity is brought into full use so that 
the additional cash generation can go to¬ 
wards expansion of the industry. 

The above figures exclude the high 
investment required in semi-fabricating 
facilities which the producers would need 
to install along with smelting capacity in 
order to have marketable products for the 
output. The marketable products would, 
in turn, be fabricated by thousands of 
small and medium scale businesses, thus 
improving the employment situation in 
the country. It follows that the semi¬ 
fabricating industry should also be consi¬ 
dered as being in the core or priority 


and prospects 

R. K. Pallt 

sector. If today, Bhilai, Rourkela and 
other steel plants were only producing 
steel ingots then almost all steel would 
have had to be exported. It is only the 
big producers who have the finances and 
technical know-how to produce semis on 
a large scale. 

discovery of deposits 

A recent development in India of in¬ 
terest is the discovery of large bauxite 
deposits on the east coast and thought is 
being given to putting up an export orien¬ 
ted alumina plant which is not a power 
intensive operation. Similar plants are in 
various stages of implementation in some 
other countries of the world. India, also, 
should be able to find suitable export 
markets for alumina, but it will have to 
be tied up to long term supply contracts. 

In due course, further forward integra¬ 
tion may lead to production of aluminium 
ingot for the export market. At present, 
due to power and financial constraints it 
would be a sound economic decision to 
stop at the alumina stage. 

It can thus be seen that given necessary 
encouragement, the industry can play a 
more important role in the next two de¬ 
cades than is currently realised. The 
poorly developed areas of the countiy 
would benefit, the foreign exchange earned 
would shore up our reserves and allow the 
import of other badly required inputs. 

Aluminium is one of the most versatile 
inputs for a growing economy. For 
example, it carries electricity, transports 
people, packages products, builds homes 
and is the sine qua non in every kitchen. 
Very few products, including the newer 
plastics, have such a wide range of use. 
Any impediments in the path of the indus¬ 
try must be removed so that the economy 
can gain from the many-sided qualities of 
this remarkable metal. The industry is a 
natural for the country, given its resources 
of bauxite and potential hydro power and 
thus must not remain bogged down in a 
plethora of strait-jackets as it is today. 

Courfeji>^—bidaiiiik. 
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Pakistan: measures for 


revival of economy 


Pakistan has bean living beyond its means. There have been budgetary 
deficits and the gap in baiance of payments has been widening. This 
feature detaiis measures that the government is taking to correct 
the situation. 


tons. Minor crops like maize, jowar and 
bajra arc also expected to rcgistei a 
modest improvement. The prospects of 
wheat crop are fairly good and the pro¬ 
duction target of 9,3 million tons is likely 
to be met. 


The EdONOMic performance of Pakistan 
in the recent past has been most disap¬ 
pointing. In the last six years the aver¬ 
age annual rate of growth was about four 
per cent as against the growth of seven 
per cent actually registered by the eco¬ 
nomy in the last decade. We touched 
the bottom last year when there was 
hardly any growth and per capita income 
declined by two per cent. 

The country has been living beyond its 
means. There have been heavy budgetary 
deficits and the gap on the balance of 


sures have to be taken to deal with the 
stagnation of the economy and to activate 
growth. Special efforts have to be made 
to mobilise domestic resources in the 
context of the large budgetary and balance 
of payments deficits. A stabilisation pro¬ 
gramme has to be adopted for containing 
prices. A medium-term plan has to be 
drawn up to provide a framework for 
our future economic policies and pro¬ 
grammes. 

Several measures for reviving the eco¬ 
nomy had already been announced in 


WINDOW 

ON 

THE WORLD 


payments has been widening. The high 
level of deficit financing has resulted in 
serious inflationary pressures. The mone¬ 
tary expansion has occurred at the aver¬ 
age rate of about 20 per cent per annum 
over the period 1973-77 while the 
annua] growth was only four per cent. 
This inevitably exerted pressure on prices. 
The wholesale price index increased by 
27 per cent in 1973-74, 20 per cent in 
1974-75 and has been increasing at around 
11 per cent in 1975-76 and 1976-77. The 
cost of living index also showed a similar 
variation and increased by as much as 
30 per cent in 1973-74, 27 per cent in 
1974-75. 12 per cent in 1975-76 and 

about nine per cent last year. 

To meet this situation it is necessary 
to take action on many fronts. Mea¬ 


September, 1977. In the field of agri¬ 
culture, special efforts were made to pro¬ 
vide quality seeds and adequate supply 
of fertilisers. Steps were also taken to 
improve plant protection. Agricultural 
credit has been rapidly expanded and 
remunerative support prices have been 
fixed for several crops. These measures 
have already had salutary effect on the 
khariferop. Our cotton production has 
registered an increase of 35 per cent over 
the level of the previous year and we 
will be close to the target of 3.5 million 
bales. Rice production is now estimated 
at 2.9 million tons, recording a growth 
of eight per cent. There has been a slight 
decrease in the production of sugarcane. 

However, despite this, sugar production 
for the year is estimated at seven lakh 


In the industrial sector several measures 
have already been announced for promot¬ 
ing industrial investment in the private 
sector. The agricultural processing indus¬ 
tries have been denationalised. Demar¬ 
cation of public and private sectors for 
the purpose of industrial investment has 
been made. A concessional interest rate 
has been prescribed for fixed investments 
and the procedure for sanctioning indus¬ 
trial projects has been streamlined. The 
investment climate has already registered 
a distinct improvement which is reflected 
in the .steep rise in the index of share 
prices, which has risen by 20 per cent 
since June, 1977. 

production targets 

Production targets have been fixed for 
13 major industries and machinery has 
been set up for overseeing implementa¬ 
tion and devising measures for removing 
impediments to industrial growth. Several 
concessions have been given to the textile 
industry including subsidised price of 
raw cotton and its credit requirements 
arc being adequately met. Labour situa¬ 
tion has recorded distinct improvement 
and it is expected to improve still further 
as a result of recent tripartite conference. 
Several tax concessions have already been 
granted to industrial sector and fiscal 
anomalies have been removed. A number 
of new measures have been announced 
on January 1, 1978, which will give fur¬ 
ther fillip to industrial production. 

In the first quarter of the current fiscal 
year our efforts succeeded mainly in 
reducing the pace of decline in industrial 
production. Since October, there is dis¬ 
tinct improvement and the production 
is showing an upward trend. Notable 
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increases have been registered in the pro* 
duction of vegetable ghe:, cigarettes, 
paper, paperboard, cotton textiles, ferti¬ 
lisers, cement, jute goods and tyres and 
tubes. Industrial production is still be¬ 
low the targets fixed by government. 
However, the ftiture prospects for growth 
appear to be reasonably good. 

The measures for containing the 
budgetary deficit were announced on 
January 1, 1978. The growth of agri¬ 
cultural and industrial production is 
expected to lead to increase in exports 
which should have a healthy effect on the 
balance of payments situation. It is 
however, evident that for some years, the 
balance of payments gap will have to 
be met with the help of external resources. 
The inflow of foreign economic assistance 
in 1977-78 is proceeding according to 
expectations. The Consortium countries 
have already indicated their pledges 
at the recent meeting in Paris which 
amount to $755 million inclusive of the 
expected assistance for Tarbela dam. 
The level of aid commitment this year 
by Consortium contries is likely to be 
significantly in excess of the commitments 
made last year. The aid from OPEC 
and other non-Consortium countries is 
also expected to be in line with our 
projections. 

major factors 

The major factors responsible for the 
persistence of strong inflationary trends 
in economy have been escalation in 
import prices and excessive monetary 
expansion without a corresponding nse 
in real production. Imperfections of our 
marketing and distribution system have 
further aggravated the problem. 

Not much can be done so far as the rise 
in international prices is concerned which 
currently is of the order of seven to eight 
per cent in the developed countries. 
Domestically the basic cause of excessive 
monetary expansion has been the deficit 
in government financial transactions. In 
view of heavy commitments of expendi¬ 
ture, both in development and non-deve¬ 
lopment sectors, sharp curtailment in 
expenditure is not feasible without adver¬ 
sely affecting economic activity and 
employment. On the other hand there is 
limited scope for raising resources 


through direct taxation due to limited 
taxbase. Raising of resources through 
indirect taxation itself involves controlled 
and specific increases in prices. This is, 
however, to be preferred to unbridled 
inflation due to deficit financing. 

Other price stabilisation measures which 
have been taken are the following: 

(i) Prices of atta, sugar, vegetable ghee, 
kerosene oil and tea are being kept at 
constant level. 

(ii) The open market prices of wheat 
have been showing an upward trend. 
Arrangements have, therefore, been made 
to import 10 lakh tons of wheat. The 
details have already been announced on 
January 1, 1978. Wheat will be sold 
freely in the open market at Rs 45.81 
per maund. In view of the easy supply 
position, there will be no quantitative 
restriction on such open market sales. 

(iii) To curb profiteering the number 
of utility stores have been increased 
from 500 to 577 and would be further 
increased to 750 by June, 1978. 

(iv) Refined edible oil is better for 
health than hydrogenated vegetable ghee. 
To popularise refined edible oil and to 
give relief to consumers the Vegetable 
Ghee Corporation has been directed to 
market a refined blend of quality edible 
oil at a price about 20 per cent lower 
than the price of vegetable ghee. 

(v) Price controls have been imposed 
on certain essential goods and federal 
government as well as provincial govern¬ 
ments and local administrations are keep¬ 
ing a close watch on prices and taking 
action against anti-social elements. 


Marketing arrangements are being im¬ 
proved to curb monopolistic tendencies. 

Fortunately the price increases during 
the first five months of the current fiscal 
year has been moderate. The index of 
wholesale price recorded an increase of 
of 4.4 per cent over the first five months 
of the current fiscal year and the cost of 
living index has increased by 4.6 per cent. 
The index of 28 essential items rose by 
3.7 per cent over the same period. So 
far, the indications are that the price in¬ 
crease during the current fiscal year will 
be in single digit. 

It is clear that there is no easy short¬ 
term solution of the price problem. A 
solution has to be sought in the long run 
through increased production and follow¬ 
ing a prudent, fiscal and monetary policy. 

For many years now the country’s eco¬ 
nomic development has not been based 
upon a medium-term plan which has led 
to ad-hoc decisions and uncoordinated 
portfolio of projects and programmes. 
The resulting wastages and lack of direc¬ 
tion needed is to be corrected and the 
Planning Division has been directed to pre¬ 
pare a five-year plan for the period 
beginning with July 1 this year. Priorities 
have been given to the planners, foremost 
among which are promoting rapid and 
balanced rural development, meeting the 
basic needs of the population, accelerat¬ 
ing the growth of backward regions and 
providing adequate infrastructure to fbl- 
fil the pressing needs of the people and 
the economy. The outline of the new 
plan is likely to be available in March, 
1978 and implementation will commence 
from July 1, 1978. 
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An $a$$m EtammiH 5mygy 



Trading freedom an urgent need 


V. Balasubramanian 


The visco>8 filament yam industry, which 
is a part of the man-made textile sector, is 
a good example of the fruitful integration 
of large-scale and small-scale manufoctor- 
ing amivities. The main raw material for 
the industry is rayon grade wood-pulp 
and its manufacture calls for heavy capi¬ 
tal investment, sophisticated techonology 
and large-scale production. The spinning 
of viscose filament yam, popularly known 
as rayon yarn, also demands considerable 
capital investment in large-scale units 
geared to continuous improvements in pro¬ 
cesses and products. This large-scale 
industry has an essential role to play in 
the production of rayon textiles. 

However once yam is spun from pulp, 
the decentralized sector takes over in a 
big way. For over 25 yean rayon yam 
has steadily built up its position as an 
important raw material for weaving in 
the decentralized sector. Rayon fabrics, 
woven on handlooms and powerlooms, 
have become popular among the low and 
middle income groups in both raral and 
urban areas. 

CoMmonlal waar 

Known as “art silk”, rayon textiles 
have not only brought some dpgree 
glamour to the ceremonial wear of 
the less affluent seodons of the people, 
but they have also proved to possess 
many utility attributes as a popular fabric 
for clothing in daily use. Thanks to 
access to this usefiil raw material, the 
handloom and powerloom industries have 
been able to increase their prodution and 
step up employment in the decentralized 
sector. They have also secured a oertdn 
degree of immunity from the uncertainties 
of supply and prices associated with raw 
detton, Ae production of which is depen- 
da^tm die weather. Thus, it maybe 
said with some assurance that the progress 


of the domestic viscose filamant yam 
industry, dating from the years 1950 when 
the first plant for the manufacture of this 
product was commissioned in our country, 
has been associated widi the active func¬ 
tioning of the handloom and powerloom 
sectors as a considerable source of 
supply of textiles for mass consumption. 
It fbllows that, in the context of the heigh¬ 
tened impmtance now being given to 
the development of cottage and small- 
scale industries, the rayon filament yam 
industry deserves adequate consideration 
as a basic raw material producer for the 
decentralized sector in die textile economy. 

* IdMitIty of intoroato 

The substantial identity of interests 
between the viscose filament yam industry 
and the decentralized weaving sector has 
led to the negotiation of voluntai^ agree¬ 
ments on the prices and distribution of 
yarn between the manufacturers of yam 
and its actual users. The first agreement 
in this series went into force in 1969 and 
the system has served by and large the 
objectives of ensuring to the actual users 
in the decentralized weaving sector a 
greater part of their requirements at 
agreed prices. Under these arrangements, 
the manufheturers have been making 
available a certain percentage of their 
production to the actual users at prices 
. generally lower than those ruling in the 
open market. The manufacturers have 
also been setting aside for exporters of 
rayon textiles another portion erf* their 
production, at a specially low price, the 
purpose being to give afiUip to exports of 
fiibrics by providing replenishment yam at 
a concessional price. The balance of the 
production, after these obligations have 
been met, are available for sale in the 
open market. 


Although this agreement is described 
as voluntary, its main purpose has been 
to operate a system of informal, but 
nevertheless effective control over the 
prices and the distribution of rayon yam 
so that handlooms and powerlooms may 
count on orderly supplies at stable prices. 

Diacipllnary impact 

Since these agreements have been fram¬ 
ed and implemented under [the watchful 
eye of the Textile Commissioner of the 
government of India, they have a high 
disciplinary impact on the manufacturen 
of rayon yam. However, where the weav¬ 
ing sector is concerned, the discipline has 
been much less strict and it has been 
observed that handlooms and powerlooms 
have not been willing to lift their quotas, 
whenever, for any reason, open market 
prices are lower than the prices settled 
under the agreement. Rayon yarn manu¬ 
facturers have often grumbled about this 
“heads 1 win, tails you lose” situaffon 
but, for obvious reasons, they have also 
found it to be in their own interest to 
cooperate with arrangements intended to 
secure the orderly marketing of rayon 
yam, which is important to the smooth 
or stable ftmetioning of the decentralized 
weaving sector. 

This, however, has not helped to avoid 
controversies, often acrimonious, when¬ 
ever a new agreement has to be n^tiat- 
ed. The debate has been primarily over 
price and although this is supposed to be 
fixed on the basis of costing by the 
industry and cost investigations by the 
Textile Commissioner's office, yammanu- 
faduters and weavers have always hem 
able to find room for bideering. Asa 
remit, the Textile Commissioner has 
often had to mediate and, equally 
frequently, function as an arbiter. Broad. 
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ly spedcing, 

tion has been able to secure large coooes* 
(rioDs for the weaving sector with the 
lesuh that the manufacturers of yam have 
been left with a feeling that ttoir legiti¬ 
mate daims fbr a fair return on capitd 
plus sufficient allowance for depreciation 
and reserves have generally been denied 
to them. This sense of grievance has 
become all the more acute because no 
such voluntary agreements are in vogue 
in several other industries (including other 
branches of textiles) some of which are 
also manufacturing essential hems for 
mass consumption. 

Nevertheless, the rayon filament yam 
industry sees the necessity for the orderly 
marketing of its output, on while pro¬ 
duction, employment and earnings in the 
decentralized weaving sector is heavily 
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^ tpluNfS to flcCinl asm, should i supsodod oo loag os tho amstrfoM dolHkoo 
Impscil of this ymn m ptmiittsda 

IhHisiti of flKose lUaiMiit yorn aesd to ho rtiiibitsd so thil thsgr do not disainrits pnine^ 
thm In tho hidignDiis Indnstry bp doptinlog ths intess of ym mMy. The cditoBi dour 
shoidd be reinipossd at a rate which raises the landing costof bmiorted yam by at least Id per 
cent above the fidr seUing price of faidigenoas prodoctlon. This is absolutely oeceeeary if. rayon 
splnanre are to dbehaige their obUgatioa of providing rcplenfaliineot yam to eiportera of rayon 
Ihbrks nt n conoeerionnJ prtoe. 

The bnport duty on myon grade wood pnip shoold be abolished etace iadigflMHie nuunActmtn 
of wood pnip do not itend In need of protection nnd are operatbig ia a aelim* market 
The faiGideBce of eacbe doty on visoooe filament yam Is eacesslvtly heavy and It needs to be 
reduced snbstantinlly. 

5. The finnncbii requiremeals of fiie Indnstry for the rehebllltetlon and modemlMtlon of fie ptent 
and eqolpment ehonid be taken into account when aesessiiig a fhir and adequate retnm for spbs- 
am from their total safes of yam. 

d. Reasonable freedom Ibr the iadoslry with regard to prlcee and sales inchidfaig selca fai the open 
market b important if the stagnation in Investment and production capacity ie to be elimteatod 
and expansion is to be resumed, so that the faidnstry could satisfy the growfaig requiremsats of 
domestic co ns um ptio n nnd exports in the coming yoeis. 


de{Mdant and is therefore conscious of 
its own interest in cooperating with the 
actual users of yam through voluntary 
agreements provided the terms are not 
one-sided. The last agreement had come 
to an end on March 31. 1977 and 
a new agreement for another two-year 
period ending March 31, 1979 has 
becotne due. The spinners have so far not 


of return which would allow for adequate 
depreciation and some ploughing-back 
of capital into reserves as well as a divi¬ 
dend of six per cent to the shareholders. 
According to the calculations of the 
industry, this would indicate a rate of 
return of 18 per cent after tax on share 
capita] and reserves. 


entitled to charge Rs 22 per kg ex-factory 
(exclusive of excise duty and other 
imposts) for 120 denier bright finish first 
quality viscose filament yarn for the 
quarter April-June 1977. The prices for 
the subsequent quarters were to be 
announced in due course. On November 
30, the Textile Commissioner notified the 


been able to persuade the weavers and On November 23, 1977, the Textile 


the Textile Commissioner to agree to a 
structure of prices for viscose filament 
yam of various descriptions which would 
secure for the rayon yarn industry a rate 


Commissioner, while communicating the 
government’s decision, informed the 
yarn manufacturers that, under the 
new agreement, the industry would be 


Travancore Rayon in 1976 

The directors regret to report that the 
continuance of the acute depression In the 
market fbr rqyon yam as well as cellalose 


PER CAPITA CONSUMPTION OP TEXTILES BY FIBRES 
IN URBAN AND RURAL AREAS 


film and the production loss caused by a 
serious Ihro In the company’s moisture proof¬ 
ing plant have caused a loss for 1976. 



In view of the loss snstaiiied, your directors 
are nnaUe to recommend any dividend— 
either on preference or on equity—and request 
the ahareholdeis to bear with them. Re¬ 
cently, rayon yam prices have staged a 
recovery. Your dirocton fervently hope 
that the year 1977 wfll take a turn for the 
better. 

From the DIrectofS* report 
dated April 25, 1977 

price differentials for other quality uf 
yam. They were related to denier, finish, 
makeup and quality. 

These prices came as a shock to the 
yam manufacturers, who felt that their 
representations for a fair price, assessed 
by them at Rs 28.04 per kg exfactory had 
not received serious consideration. Tte re¬ 
vised price of Rs 22 per kg for 120 denier 
bright finish first quality was only 67 
paise higher than the price for the preoed- 
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VVlMlnito PricM ia IrnHa 



Index Numbers 

(Base 1961==62^100) 

Year 

Cotton yarn Rayon yarn Cotton cMh 

(mill-made) 

ClothOhaiid- Silk and la- 

loom) rayoB mami- 

facturcs 


1962 

106 4 

98 5 

101 6 

103 6 

106 3 

1970 

162 2 

105 5 

135 0 

1543 

116 7 

1971 

203 3 

119 5 

153 9 

175 8 

124 4 

1972 

206 2 

130 7 

161 3 

172 9 

129 5 

1973 

225 4 

194 7 

176 8 

N.A.- 

146 5 

1974 

274 2 

, 225 6 

217 2 

N.A. 

174 2 

1975 

235 9 

177 1 

236 4 

N-A. 

166 S 

1976 

270 23 

177'9 

240 2 

N.A. 

161 2 


the indigenous industry from the unfair 
competition of imported yam. Moreover 
the spinners will not be able to remain 
committed to supply export replenishment 
yam to exporters of rayon textiles at the 
concessional price which is much below 
the industry's cost of production and the 
prevailing international prices if they are 
not compensated to some extent for the 
sharp decline in the market prices of their 
product, thanks to the competition from 
duty-free imports of viscose filament yarn, 
by being relieved of the heavy customs 
duty burden on wood pulp. 

The central budget for 1975-76 shifted 
the burden of excise duty on art silk 
fabrics from the fabric stage to the yarn 
stage on the ground that the collection of 
revenue at the yarn 
Fiscal burden on stage would be ad- 
Rsyon Yarn ministratively easier 
and more etTective. 
This change in policy however resulted 
in an increae as high as 40 per cent in 
the excise duty on viscose filament yarn. 
This works out to Rs 3.35 per kg in the 
case of the popular 120 denier. The 
government's intention was that the 
spinners should pass on the increase in the 
duty to the weaving industry by charging 
higher prices for yarn. This shifting of 
the incidence of the higher excise duty, 
however, could not be effected because 


of the sluggish market conditions for yam. 
The spinners in other words have had 
to bear the burden of the change in the 
scheme of the excise duty. This has aggra¬ 
vated the decline in the profitability of 
the viscose filament yam industry, which 
is also simultaneously being affected by 
increases in its cost of production. 

Incidentally, the shifting of the excise 
duty from the fabric stage to the yarn 
stage suffers from the defect ^a( it 
nullifies the advantage of excise tax 
exemption which the handloom manu¬ 


facturers of art silk fabrics have been 
enjoying before. Textile mills arc not 
using any viscose filament yarn except 
for ornamental purposes like sarce border 
etc. Ancillary industries like hosiery, 
knitting, embroidery, cotton textile mills, 
manufacturers of clastic tapes, ribbons, 
gas mantles, shoe laces, carpets etc., 
among themselves take up only 12 per 
cent of the total production of rayon 
yarn. The powerlooms, which are the 
main consumers, take up 72 per cent and 
the iiandlooms 18 per cent. To the 


Profitability Ratios** 


Gran profits as percentage of Grom profits as percentage of Profits after tea as percentage No. of companies covered 
sales* total net assetst ofnetwortt. under the study 



Silk and rayon All Industries 
textiles 

Silk and rayon 
textiles 

Allindiistrles 

Silk and rayon 
textiles 

All Industries 

SUkrajioB 

tnrtfln 

All bidustriss 

1968« 

19 2 

10 7 

17 6 

10 1 

14 3 

8 9 

16 

1501 

1969-70 

20 8 

9 6 

18 1 

9 6 

17-7 

9 5 

16^ 

1501 

1970-71 

18 7 

11 9 

21 0 

12 4 

16 5 

14 1 

16 

1246 

1971-72 

16 4 

11 6 

18 2 

12 3 

14 3 

13-2 

16 

1253 

1972-73 

15 6 

10 8 

17 8 

12 3 

14 3 

13 2 

16 

1262 

1973-74 

19 0 

11 8 

21 2 

13 0 

16 5 

148 

16 

1296 


*Net of rebate and discount and excise doty and cess. 

**Ba8ed on the Reserve Brndt stndy of selected medium and large non ^l aa nc ia l , non-governmentil public limited companiss each with a pnidmp cqd- 
tal of RsS lakhs and above. 

fEidodfaig Intangible and mbceUaneoiis non^mrent aasets. 
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More facts and figures 


Until 1976, the viscose filament yarn 

spinners could draw on indigenous manu¬ 
facturers of wood-pulp for about 90 per 
cent of their requirements of this raw 
material. Since the two manufacturers of 
pulp are also producers of staple fibre, 
only the pulp surplus totheir requirements 

is made available to 

_ , , filament yarn manu- 

Tutaoiwlp 

vcmment’s directive 
to textile mills to consume a minimum of 
10 per cent of man-made fibres has sent 
up the demand for viscose staple fibre. 
Although both manufacturers of pulp 
have increased their production substan¬ 
tially and are implementing further ex¬ 
pansion programmes, the supplies of 
indigenous pulp available to the filament 
yarn industry has nevertheless been reduc¬ 
ed. As a result the spinners* dependence 
on imported pulp has increased as shown 
alongside. 


The proportion of imported pulp used 
by viscose filament yarn manufacturers 
has thus increased to about an average of 
28 per cent of the total consumption of 
pulp during 1976. Some of the spinners 


have consumed higher percentages of 
imported pulp. For instance. National 
Rayon's consumption during July- 
September 1977 quarter was as high as 
77 per cent. It is believed that the pro¬ 
portion of imported pulp consumed by 
industry will further increase to at least 
an average of about 50 per cent in the 
future as the manufacturers of indigenous 
yarn have indicated drastic cut in supplies 
for viscose filament yarn spinners. The 
position is further complicated by the 
fact that the supply of pulp in sheet form 


Period Consump- Consump¬ 

tion of im- tion of 
ported indigenous 
pulp pulp 


January-March 27.77% 72.25% 

1977 

April-June 1977 25.17% 74.83% 

July-Scptember 30.23% 69,77% 

1977 


is available only from South India Vis* 
cose since Gwalior Rayons are manu¬ 
facturing pulp at their Harihar plant only 
in the form of crumbs which cannot tse 
utilised by spinning units which have not 
installed the slurry process. 

In ;hese circumstances, the heavy duty 
of 45 per cent ad valorem payable in im¬ 
ports of rayon grade wood-pulp, which is 
the basic raw material for the manufacture 
of viscose filament yarn, has proved to be 
increasingly excessive impost on the spin¬ 
ners. Although the c.i.f. prices of impor¬ 
ted pulp are lower than the ex-factory sel¬ 
ling prices of imported pulp to the viscose 
filament yarn manufacturers, it is higher by 
approximately Rs 1,034 per tonne than the 
price of indigenous pulp because of heavy 
customs duty. The utilization ratio of pulp 
the manufacture of viscose filament yam is 
1.1 kg of pulp to 1 kg of yam and, 
therefore, the higher price of imported 
pulp leads to an increase in cost of pro¬ 
duction by RsI.14 per kg which the 
industiy is unable to absorb. This is 
particularly so because of the govern¬ 
ment’s policy of permitting unlimited 
duty-free imports of viscose filament yarn. 
It is therefore necessary that the cost of 
production of indigenous viscose filament 
yam is reduced to the maximum extent 
possible so as to protect the interests of 




Imports of Mao-Made Fibres ioto lodia 


(Thousand Kgs) 



Yarn 



Staple 


Total (yam 


CeUnlosic yam 

Non-odluiosic 

yam 

Cdlulosic 

Non-cellabwic staple fibre 

■M mmpKf 

Cupramo- 
nium rayon 
yam 

Viscooe fila¬ 
ment yam 

Acetate 

filament 

yam 

Fllaroent 

yam* 

ViscoBe 
acetate 
staple fibre 

Nykm staple Polyester 
fibre staple 

fibre 

Acrylic, 

polypro¬ 

pylene, 

P.VA., 

P.V.Cetc. 

1962 

3437 

8835 

1332 

3628 

18 

69 

72 

1199 

18627 

1967 

17 

4 

6 

3750 

13 

510 

346 

1014 

5660 

1970-71 




3771 

10059 

117 

3098 

1747 

18792 

1971-72 


.. 


4889 

4026 

113 

3028 

1944 

14000 

1912-73 

,. 

28 


3233 

1459 

S31 

2566 

3499 

11316 

1973-74 

,. 

., 

12 

2348 

344 

SI5 

637 

1646 

5312 

1974-1S 

.. 

4 

16 

4351 

89 

151 

327 

1140 

6078 

197S-76 

3 

232 

4 

5229 

102 

356 

541 

3754 

10212 


^Includes, nylon, aciylic, polyester, polypropeylene, PVC and PVA filament yam etc. 
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. is 4 u 9 ie cle^ksthat the pricw for the wbse- 
iiu^ .qwuinnluive . tobefiited at 
levdh^higher than that for the April-June 
1977 nuarter. if the voluntary agreement is 
to be implemented at all. In other words 
even the small gap now existing between 
the pcioe of quota yam for actual users 
and the price of imported yarn in the open 
market is bound to narrow further, when 
the price for quota yarn comes to be 
raised. Thus the voluntary agreement 
on prices and distribution is losing its 
usefulness or practical significant for the 
weaving sector. 

Since weavers are now in a position to 
obtain their full requirements in the open 
market at reasonable prices, the conti¬ 
nuance of the agreement, however, could 
impose unjustified hardships on the in¬ 
dustry. It is necessary that the industry 
should be able to sell part of its produc¬ 
tion in the open market so that the higher 
realization from that source would com¬ 
pensate it for its losses on its sales or ex¬ 
port replenishment yam as well as for the 
low profitability of its supplies to actual 
users under their voluntary agreement. 

Vanishing pramium 

Now that duty-free imported yarn is 
available in open market, the premium 
which the domestric manufacturers have 
been able to earn in that market has 
dwindled to a great extent. It would 
therefore be quite unreasonable to expect 
them to market the major part or even 
large precentages of their production at 
artificially lower prices. To put it briefly, 
while the weavers do not need the protec¬ 
tion of a voluntary agreement on prices 
and distribution of yarn in the present 
circumstances, the spinners will find it an 
unfair obstraction to their legitimate 
efforts to earn a reasonable return. 

That effort, in any case, is bound to be 
a difficult one, for what has become 
argent and important now is that the 
domestic industry should be assured pro¬ 
tection against unrestricted imports of 
viscose filament yam firee of duty. The 
government of India has taken the st^ of 
liberalization of imports of yam at a 
time when there is a global recession in 
demand in the textile industry generally 
and the non-cellulosic fibre industry in 
particular- As a result the countries ex^ 

BARttH BOONmiasr 


Baraiia Rayim in 1976 

The reroa jram maricct behaved eVshtiy 
better as eoaipaKd to ajdoa aad pcdyeslcr 
■aifeit, even thousb hr rayon the srieca 
ew d b i a e d to be nahvoonbie pmctlenlly 
thnwgkoat the year. The wearas dM not lift 

aay quota nader volimioiydMiibnlion eebeine. 

The rayon Industry, however, had to coulioue 
deOverlnc up to ZSper oeat of its rayon 
yam prodMtion against esporte of fiArks at 

higber conccaeional rates. Due to stugghb 
ollWce of rayon yam, the goverament per- 
adtted the Mustry to export 3,000 oeeUc 
tonnes irf myon yam in the year lSr76-77. 
Against lUs penmitted quota, the industry 
could hardly export about SOO metric tonnes... 
nrom the Dbeclors’ rquwt 
dated April 28, 1977 


porting rayon fibre yarn are under a 
strong temptation to secure whatever busi¬ 
ness they can by depressing prices. This 
means that imports could offer unfair 
competition to the domestic spinners. As a 
first step towards avoiding this danger, the 
government should reimpose the import 
duty on rayon filament yarn at a rate 
which ensures that there is no destractive 
competition in imports to the donusstic 
spinnini industry. 

It is also necessary for the government 
to examine whether the national interests 
are best served by continuing liberal 
imports of yam, especially as there is a 


much better alternative for serving the 
ot^tive of ensuring sufficient supplies at 
yam to the weavers. This alternative 
would be to abolish the customs duty 
which is still being levied on import of 
rayon grade wood pulp at the high rate 
of 45 per cent. It is surely much more 
desirable that the production of yam 
should be increased within the countiy by 
allowing the import of wood-pulp rather 
than yam. The production of wood pulp 
within the country has always had to be 
supplemented by imports and there is no 
reason to believe that the abolition of 
import duty on wood pulp will in any 
way discourage increases in production of 
wood pulp ^ domestic manufactutem. 
As it is, the domestic production of 
rayon grade wood pulp suitable for the 
manufacture of viscose filament yam is 
unlikely to expand in the near futnie 
The prospects, in fact, are that there may 
be shortfalls in domestic supplies of wood 
pulp for the rayon spinners due to various 
reasons. For instance, much the greater 
part of the pulp Is claimed by the manu¬ 
facturers of staple fibre. It is therefore 
very important that thegoveroment should 
give preference to the importof wood pulp 
rather than yam and thereby strengthen 
the base of the rayon industry. 

The textile industry as a whole has been 
passing through a difficult recessionary 
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phase, which has lasted for 3f years so 
far and' is still not showing signs of any 
early demise. Squeezed by the comUned 
action of escalating costs and consumer 
resistance to higher prices, laige parts 
of various sectors of the textile eco¬ 
nomy have become financially weak 
and the phenomenon of sick units has 
been particularly conspicuous in the 
textile industry. The rayon spinners 
have had more than a share of this com¬ 
mon trouble and the industry incurred 
substantial losses during the year 1975-76, 
with the result that, with the exception of 
one o? two units out of eight producing 
viscose filament yam, the industry is 
financially in a poor shape. Travancore 
Rayon and Baroda Rayon had to skip the 
payment of dividends to the equity as well 
as preference shareholders. J.K. Rayon 
and Kesp ram Rayon again are in the 
difficult position, while National 
Rayon, for the first time in its 30 years’ 
incurred substantial losses for 
tlie year ended December 31, 1976. 
Indian Rayon had not paid any dividend 
to its equity shareholders for the first 19 


IncMeaee of Excise Duty OB Viscose 
Fibment Yam A Cotton Yam on Cones 


Viscose Filament Yam 

Cotton Yam 

Denier 

Rate of 
Excise Duty 
(Rs per kg) 

Compar¬ 

able 

Count 

Rate of 
Excise 
Duty 
(Rs per 
kg) 

30 

17.10 

177 

9.735 

40 

17.10 

133 

7.315 

60 

17.10 

89 

4.895 

75 

11.10 

71 

3.905 

100 

7.95 

53 

2.72 

120 

6.60 

44 

1.52 

150 

5.65 

35 

0.80 

300 

5.65 

18 

0.27 

450 

3.80 

. 12 

0.18 

600 

3.80 

9 

0.135 


years of its existence and has only just 
now entered the dividend paying list. The 
government’s policy for the industry 
therefore has to be geared to the twin 
objectives of recovery and growth. 

The most obvious means of rehabilita¬ 
ting the earnings of the industry is to 
stimulate sdes and encourage a recovery 
in prices to more remunerative levels in 
relation to their increases in costs. This 


could be ^iMe imiiie4^y thrDOg|ia > 
reductftm excfto" w onmyon 
filament ya^; The Jha Committee rm fa- 
dir^ Taxe^has presented a well-reason¬ 
ed criticistnlif the excise taxation of raw 
materials intermediate goods and has 
held that Cbe cascading effect of this 
scheme of taxation has caused a great deal 
of obstnicUon to the growth of the econo¬ 
my. It has also pointed out that man-made 
fibres and fabrics have been discriminated 
against by fiscal policy on the outdated 
assumption that they are less essential 
than cotton textiles. 

Avoiding diaerimlnation 

Currently the cotton industry is making 
a legitimate demand for across-the-board 
reductions in the tax burden on that in¬ 
dustry. While the government should con¬ 
sider this demand sympathetically, any 
action it may take on this representation 
should not ^ to the further disadvantage 
of the rayon industry. In other words, 
in revising the excise duty burden on tex¬ 
tiles as a whole, the government should 
see to it that the incidence of excise duty 
is the same on viscose filament yam as on 
comparable counts of cotton yarn, hsuch 
of the difficulty of the viscose filament 
yam industry can be blamed on the dis¬ 
criminatory fiscal treatment of this yam 
vis-a-vis cotton yarn. 

After a rapid period of growth in the 
sixties, the production of viscose filament 
yam has tended to stagnate. For most 
of the current decade, the industry in fact 
has been gripped by pessimism regarding 
growth prospects. Consequently, even 
though the government has invited appli¬ 
cations for the establishment of new rayon 
units, no applications have been received. 
This is in spite of the fact that, since 1962, 
neither any new unit has been established 
nor has any existing unit effected worth¬ 
while expansion of its capaciQ. On 
the contrary, some of the existing rayon 
spinners have thought it prudent to 
attempt diversification into the produc¬ 
tion of non-cclluloific fibres. Some of the 
factors responsible for this state of affairs 
have been discussed already. For instance, 
realisations from sales of yam have been 
unremunerative over a' period because, 
whenevei^ prices in the open market have 
tended to decline, weavers have failed to 


lift thdr gpluxu ggglfe jJvsQigf. 
tdbittioa. 

Secondly, hea^ and 

( ■ / ' > *»i'< i ' , 

Omqmrafiw Aaalyabef beHanea bf Ex¬ 
cise Duly and Ofiier Impaats ea Yiaedia 
FitameBt and Coftim Yam 


Item 

120 denim 
Istquidity 
bright yam 
on cones 

40b 

cotton 

1 yam 

1. Average Bombay. 

Market price per kg. 31.70 

22.60 

(i) Less octroi 



@1% 

0.31 

0.22 

(ii) Freight 

0.10 

0.10 

(iii) Brokerage 

0.55 

0.25 

(iv) Sales tax @ 3% 

0.90 

0.64 

(v) Excise duty 

6.60 

1.20 

2. Nett ex-factory price 


realisatum per kg. 

23.24 

20.19 

3. Incidence of excise 
duty on yam com¬ 
pared to ex-factory 

price realisation. 

28.40 % 5.94% 


4. Incidence of total 
taxation per kg. of yarn: 


(A) Raw Materials 


(i) Import duty on pulp 
@ 4S% ad valorem 
(assuming 30% con- 


sumption). 

0.58 


(ii) Excise duty on ind. 
pulp @ 2% ad valo¬ 
rem (assuming 70% 
consumption) 

0.07 


(iii) Excise duty on Caus¬ 
tic soda@ 10% 

0.16 


(iv) Excise duty on sul¬ 
phuric add: 

0.08 


(v) Import duty, excise 
duty, sales tax 

Octroi etc. on other 
raw materials 

0.20 



1.09 


(B) Exdse duty on yarn 

6.60 

1.20 

(Q Sales Tax on yam 

0.90 

0.64 

(D) Octroi on yarn 

0.31 

0.22 

Total 

9.00 

2.06 


5. Total incidence of vari¬ 
ous government and 
locu imposts on aver¬ 
age ec-fscteiy price 
rebliiatten 38.73% 10.20% 
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liiKtldr of «iHo«6 ifaMMittysfa coBW 

jaliiii:^4(i9y(tf itgsedBrtatt fiMisr diate 
43f^|b(u1(etviM'vis«b^ yam^ Thne 
b: idsi the sMiow {KoUfen of ladcttf 
for Khal^UbitiDa ft^modwni* 
Afioo.; The first raycm sptamiig unit 
esudil^iefiia 1930 , whfie the last uait in 
the iofinstry commeooecl production in 
1^> The of plant and machineiy is 
oaiy 13 years in this industry because of 
the highly corrosive nature ot' the chemi¬ 
cal jaocesses. The existing plants have 
therefore become old and worn out and 
they need impiediate replacements. The 
industry has no adequate meaiu of financ¬ 
ing the purchase of replacement plant and 
machinery because the generation of 
internal resources has been quite insutiki- 
ent. It has therefore been pleading for 
depreciation being allowed on the basis 
ofreidacemeat of plant and machinery In 
any scheme of price fixation. Finally the 
return on capital employed allowed for 
price fixation has also to be reasonable, 
whether reserves are to be built up or 
new investments attracted. 

Basically the need is to take a view of 
the industry in its medium-term context. 
While the prejudice in ofikial circles 
against rayon as a non-essential industry 
in relation to cotton textiles has died 
down, a new threat has been posed to 
the cellulosic fibre industry by advances 


made by the son-odlidoiic or syndietic 
fibre initestty. Non-o^oric mananade 
fifaieshaveberaforgiag ahead the world 
over mid in our own country the pro¬ 
duction of these fibres has been rising. 
While it is quite true that the peofrfe need 
a properly balanced multi-fibre textile 
economy! the viscose filament yam mdus- 
try is in a vulneralfie position in the sense 
unlike viscose staple fibre, it does 
not find much use in the manufacture of 
blended yams. It follows that it needs 
considerate treatment if it is to hold its 
due place in the textile economy as a 
fibre having its own special qualities 
which make it acceptable and desirable 
for a variety of consumer requirements. 

In this context, a brief reference to the 
global textiles situation riionld be relevant. 
Although man-made fibres as a whole 
have made aggressive inroads into the 
domain of cotton and have established 
themselves on a rou^ parity as regards 
production and consumption, cellulosic 
fibKS have failed to hold their own vis-a- 
vis synthetic fibres. In the intensive inter- 
fibie competition t|uit has developed, vis¬ 
cose filament yarn has been losing ground 
in the jvorld textile landscape. In the 
developed countries there has been 
significant disengagement in the field 
of cellulosic fibres, particularly viscose 
filament yam. The improvements brought 
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turan hate already regmoried to the foifara^ 
amt for aa tecra aea hi die prceaot pricciv 
which are aot leanomtlve. The dadMoo 
ofthe go fe i T iamt liOipectedtobe e BO o i Bir ed 
ehoitly. 
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Finw foe DirectorB* report 

fodad Nbveafoer 8,1977 

about in synthetic fibres particulaily 
polyester filament yarn, with regard to 
their versatility^ durability and other 
attributes have resulted in their offering 
formidable competition to viscose fila¬ 
ment yam. The price increase of cdlu- 
losic raw materials and energy have also 
acted as a brake on the expansion of 
cdlulosic fibres in developed countries. 
The viscose filament yam industry again 
is labour-intensive as well as capital- 
intensive which is another reason why 
investments in the developed countries are 
shifting from this industry to others which 
ofibr higher profitability. In fact the 
rayon fibre cost has been often higher 
than synthetic cost for the same denier 
in many developed countries manufac¬ 
turing both textiles. Finally, the demands 
of pollution control have added to the 
capital of the rayon spinning nnits and 
also their operating costs. OiVen these 
disadvantages, the rayon fibre industry in 
the developed countries has been speci¬ 
ally hard-hit by the recession in the texr 
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tile economy with the result that not only 
new investmmts have been given up, but 
the less profitable plants have been shut 
down. 

The scenario, however, is fortunately 
different in developing countries including 
India. Here rayon textiles have won strong 
popular acceptance which is not easily 
eroded. The climatic conditions of tropi¬ 
cal regions favour viscose filament yarn 
fabrics to some extent. The handloom 
and powerloom sectors are also more dis¬ 
posed to handle cellulosic fibres than 
synthetics. Above all the relative inexpen¬ 
siveness of rayon textiles is an impressive 
selling point in its favour especially in the 
rural markets of India where men and 
more especially women arc constantly 
looking for variety and attractiveness in 
textiles without having to pay much 
higher prices for these qualities. Apart 
from this large potential of the domestic 
market, the viscose filament yarn manu- 
ibeturers could also look forward to 
stepping into the breach caused by the 
gradual withdrawal of the industry in 
some of the developed countries. In this 
sense the Indian rayon industry has a 
good chance of maintaining and improv¬ 
ing on its position not only in the domes¬ 
tic market for textiles but also in export 
markets. 

The present government is pledged to 


programuies of large investments in the 
agricoltusal sector and rural indnstries. 
It has also committed itself to the inten¬ 
sive cncoqcagement of the decentralised 
sector in the textile economy. Both 
.pursuits are favourable to the widening 
of the scope for the viscose filament yarn 
in our textile economy. This yarn is 
already a favourite with the weavers in 
the decentralised sector and every in¬ 
centive or facility given to that sector for 
its growth should also stimulate the 
demand for viscose hiament yam. Again, 
any improvement in rural purchasing 
power, consequent on increased invest¬ 
ment in rural development, may lead 
to extension of the market for rayon 
textiles. Our knowledge of patterns of 
textile consumption in the years 1974,1975 
and 1976 should tell us that, in any good 
agricultural year, when crops have been 
large and farm incomes have risen, the 
consumption of textiles in rural areas 
has gone up smartly. 

In fact, according to a sample survey 
of the Market Research Wing of the 
Textiles Committee, the per capita con¬ 
sumption of cloth in 1974 was actually 
higher in rural areas than in urban areas. 
The demand for textiles, of course, is 
both price-elastic and income-elastic and 
the viscose filament yam industry is well 
suited to exploit these relationships be¬ 


ESTIMATED PER CAPITA CONSUMPTION OF TEXTILES 
FOR DIFFERENT AGE GROUPS 



cause the pri(xs<afj: 4 yon yarn risen 
much less^tli^ those of competiitive fibres 
in recent years. All this makes the viscose 
filament industry a fit candidate for an 
imaginative policy aiming at healthy ex** 

Estimated Aggregate ConsampCioo ef 
Textiles by Individiml Flms 

QesQuantity in million metres 
Value in million rupees 


Fibre 

1976 

Q V 

All-Uoilia Lerci 


Cotton 

6580 

32283 

Pure silk 

36 

1310 

Art silk 

68 

747 

Woollen 

30 

1150 

Nylon 

48 

786 

Polyester and other 

synthetics 75 

1431 

Polyester cotton 

376 

9373 

Polyester wool 

6 

359 

Other mixed 

80 

934 

Total 

7299 

48373 

Urban Areas 


Cotton 

1285 

8018 

Pure silk 

23 

974 

Art silk 

23 

2S1 

Woollen 

12 

565 

Nylon 

33 

533 

Polyestn and other 

synthetics 42 

860 

Polyester cotton 

164 

4414 

Polyester wool 

5 

299 

Other mixed 

29 

467 

Total 

1616 

16401 

Karal Areas 


Cotton 

5295 

24265 

Pure silk 

13 

336 

Art silk 

45 

496 

Woollen 

18 

585 

Nylon 

15 

233 

. Polyester and other 

synthetics 33 

571 

Polyester cotton 

212 

4959 

Pollster wool 

1 

60 

Other mixed 

51 

467 

Total 

5683 

31972 


pansion. In the current context, a begin¬ 
ning towards this policy could best be 
made by freeing the rayon spinners from 
the unnecessaiy strait-jacket of a voluntary 
agreement on prices and distribution on 
the old lmes» which has outlived its 
utility. The circumstances now prevailing 
constitute an ideal environment for a spell 
of trading freedom for this industry, 
which would serve to restore it to healthy 
and dynamic activity. 
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it 18 offering this compromise on the 
clear understanding that prices for the 
subsequent quarters will be based on the 
actual cost and that return computed as 
per the norms prescribed, at the rate of a 
minimum of 12 per cent on net worth, 
i.e. equity plus reserves. It has also 
urged that the interest paid on borrowed 
capital should be taken as an element of 
cost and that the differentials should be 
revised on a realistic basis. 

It has explained besides that, since the 
government has been permitting unrestrict¬ 
ed duty-free imports of yam, there is at 
present a buyers’ market where prices are 
ruling at less than 10 per cent on an 
average above the revised prices announc¬ 
ed by the government for April-June 
1977 quarter. The actual users are now 
in a position to buy their requirements 
of yarn through the normal trade chan¬ 
nels. The spinners therefore feel that the 
undertaking to supply a part of their 
production to the actual users at notified 
prices could be kept in abeyance for the 
time being and that the only obligation 
that should be laid on the spinners now 
should be the obligation to supply export 
leplenishment yam. In other words, the 
new distribution arrangement should 
be on a two-tier basis under which the 
industry would be free to dispose of 80 
per cent of its production in the open 
market while setting apart 20 per cent as 
export replenishment yarn. This arrange¬ 
ment would give the various units in the 
viscose filament' yarn industry, some of 


National Rayon in 1976 

The raluBtary tgiccnciit betweea the 
sphaMn on the one hand and the aaeven oa 
the other exphed oa the 31st March, 1977. 
Nesottathms are going on for gnalbiog a new 
agreement. The market prices being lower 
than the prices agreed to by the weavers ftr 
most of the period of the year imder reriew, 
they fiilly did not lift the «|iiantitlea reaerved 
for them. As for the exporters’ quota of 
the 25 per cent of the company’s prodnetioo, 
12 per cent of the praduclion was supplied in 
the year under review. 

From the Directors’ report 
dated Augost 16, 1977. 


which have sufTered substantial losses in 
the recent years, time to stabilize their 
position by trading more freely in the 
open market without at the same time 
causing any hardship, supplywise or 
pricewise, to the weavers of rayon fabrics. 

Recently, the subject of “Textiles” was 
transferred from the Commerce to the 
Industry ministry. At the time of writing, 
it is understood that the latter ministry is 
engaged in examining the rayon industry’s 
representations relating to the proper 
computation of a fair selling price for yarn 
supplied to actual users under a voluntary 
agreement on prices and distrilnition. 
However, a question has now arisen whe¬ 
ther a voluntary agreement of this kind 
is at all necessary in the present circum¬ 
stances. When it was found necessary to 
have such an agreement, the circumstances 
were quite difFerent. The production of 


man-made fibres within the country was 
not quite sufikient to meet the growing 
demands for non-cotton textiles. At the 
same time, because of the limitations of 
fm'eign exchange, imports of yam were 
not being allowed. Consequently the 
decentralized weaving industry needed 
some protection from violent fluctuations 
in supplies or prices and an arrangement 
for regulating supplies and prices was 
therefore desirable. 

Today the situation has been radically 
transformed. Thanks to the growth of 
the domestic non-cellulosic fibiv industry, 
the total availability of man-made fibres 
has very considerably improved, thereby 
reducing the importance of rayon filnnifn f 
yam in the shopping list of the weaving 
sector. Moreover, in pursuit of its policy 
of utilizing the increases in the country's 
foreign exchange reserves for augmen ting 
the domestic supplies of various goods, 
the government of India has allowed the 
duty-free import of viscose filament yam. 
As a result, despite the stagnation in the 
output of rayon yam within the country 
in recent years, the situation with regard 
to the availability of yam has now become 
quite comfortable. The prices in the open 
market have therefore come down 
sharply. 

As was mentioned earlier, imported 
yarn is now freely available at prices 
which are less than 10 per cent above 
those announced by the Textile Commis¬ 
sioner for the April-June 1977 quarter and 
accepted by the industry under protest. It 


Production of Cellulosic and Synthetic Fibres in India 


(ThousuMl Kgs) 


Vbcose rayon Acetate rayon Nylon Polyester Acrylic 

Year ----stnplellbre 

Filament Staple fibre Filament Staple fibre Filament Staple fibre Filament Staple fibre 

yam yam yam yam 


1960 

18,798 

21,779 

1,925 

1966 

33,311 

42,769 

1337 

1970 

36,017 

63,146 

1,752 

1971 

36319 

60,740 

1322 

1972 

39391 

70338 

1,604 

1973 

37,214 

62,627 

1,630 

1974 

36,654 

77346 

2310 

1975 

33,118 

66331 

1389 

1976 

41,434 

83376 

1324 

1977 

29,454 

79,761 

1,997 


(Jan-Sept) 

(Jan-No?) 

(Jan-Nov) 


451 

1,920 

.. 

., 

2,547 


217 

9,731 

.. 

585 

5331 

192 

328 

10303 

20 

532 

5,729 

84 

389 

11,673 

.. 

548 

6,604 


538 

10,928 

.. 

1350 

10327 


226 

10383 


1312 

7,731 


317 

13380 

174 

2391 

14336 


365 

15312 

,. 

2393 

21,061 


214 

11304 

.. 

2,702 

16,091 


(Jan-Nov) 

(Jnn-Sept) 


(Jan-Sept) 

(Jan4Sept) 
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ing January-Marcfa quarter and it did 
oot, in the industry's view, take into 
account cost escalations vended accord¬ 
ing to established costing procedures. 
Moreover, the differentials for certain 
deniers were even substantially less than 
those for the previous quarter. In a 
representation to the Textile Commis¬ 
sioner, the Association of Man-made 
Fibre Industry promptly pointed out that 
the prices were very much below the cost 
or the fair price computed by the indus¬ 
try as per established principles of cost¬ 
ing. It complained that the prices fixed 
ftiled to provide even a minimum return 
of 12 per cent post-tax which had 
been granted by the authorities to several 
other industries, such as cement, steel, 
sugar and textiles. Referring to the diffe¬ 
rentials, the Association stated that they 
did not appear to have been worked out 
on any scientific formula taking into con¬ 
sideration the relevant technical factors. 
It therfore contended that the revised 
prices were highly uneconomical and 
unremunerative to the industry. 

Porcontagos of production 

The Textile Commissioner had also 
laid down the pre^entages of production 
which the spinners should make available 
to weavers and also to exporters of rayon 
fabrics as export replenishment yarn. The 
share of actual users was fixed at 45 per 
cent in the case of six (larger) spinning units 
and 30 per cent in the case of the remain¬ 
ing two. The two largest among the 
former. Century Rayon and National 
Rayon were directed to allot 25 per cent 
of their production to exporters, while 
Baroda Rayon, South India Viscose, 
Kesoram Rayon and Indian Rayon were 
asked to supply 20 per cent of their res¬ 
pective outputs. 

Travancore Rayon and J.K. Rayon 
were exempted from the obligation to pro¬ 
vide export replenishment yarn. The 
export replenishment yarn is to be sold 
at the special concessional price of Rs 14 
per kg for 120 denier bright finish first 
quality. It was also said that Century 
Rayon and National Rayon should 
normally be called upon to supply only 20 
per cent of their production as replenish¬ 
ment yarn to exporters and that only in 
case the overall requirements exceeded 20 


per cent of the production of the first six 
units, the question of alfocating further 
quota of yarn up to 25 per cent of the pro¬ 
duction of these units would be considered. 
In the case of spinning units which had 
expanded their installed capacity after 
April 1, 1974, the entire expanded pro¬ 
duction was exempted from distribution 
to actual users. Again, the units which 
had expanded their installed capacity 
after April I, 1974, were required to sup¬ 
ply 12^ per cent of their production to 
the exporters of rayon textiles. 

While the various percentages for 
distribution notified by the Textile Com¬ 
missioner were the same as under the 
old agreement, they were higher than 
those which the spinners had pleaded 
for. The Association of Man-made Fibre 
Industry had earlier urged that the pat¬ 
tern of distribution should be 15 per cent 
to exporters at concessional prices and 
35 per cent to actual users at the agreed 
prices so that the spinners would be left 
with the remaining 50 per cent for sale 
in the open market instead of the 30 per 
cent as under the Textile Commissioner's 
formula. Their argument was that, only 
if they were free to sell a larger per¬ 
centage of their production in the open 
market, would they be able to recoup 
over a period the losses incurred by them 


Ctntury Rayon in 1976 

The prices of rayon yams oontfanied to 
remain depressed and unrcnmneiiitiTe practi¬ 
cally throughout the year. The present 
profitability of the rayon industry is not fery 
satisfactory. The voluntary agreement bet¬ 
ween the spinners of rayon yam and the 
weavers’ association has been kept in abe¬ 
yance inter alia due to recession in (he market 
prices. Howerver, the company has to 
supply up to 25 per cent of Its production for 
export purposes at concessional rates, which 
are substantially lower than not only the 
present market prices of rayon yam but even 
the actual cost of production. 

From the Directors* report 
dated February 21, 1977. 


on supplies of export replenishment yarn 
at Icss-than-cost concessional prices. 

In thes'^ circumstances, the viscose 
filament yarn industry has expressed its 
inability to implement a voluntary agree¬ 
ment on prices and distribution on the 
lines laid down by the Textile Commis¬ 
sioner. At the same time, as a gesture 
of goodwill, the industry has notified its 
acceptance of the price of Rs 22 per kg 
for 120 denier bright finish for the period 
April-June 1977, but has reaffirmed its 
inability to agree to the revised differen¬ 
tials. The industry has made it plain that 
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Profit Allocation Ratios 


Tnxpmiteai %nf 
pratliMbro tex 

Di*Undi«%«rin«t 

bsEmtax 

IMUi ratali 
protlli Ik 

isl as %«r 
BfeM tax 

SUkaatf 

nyootn- 

tUos 

Alllntatrlci 

SllkaiiO Allfai 
nyiNiteK- 
tflM 

Msi 

SOkani AU MmOtIm 
layoBloK- 
tllos 

19»66 

S3'6 

90 0 

22 9 

31 4 

23 5 

18 6 

19fM0 

432 

43 7 

18 3 

32 2 

35 5 ‘ 

242 

ma-71 

S3 1 

38 S 

19 5 

25 8 

27-4 

354 

1971-72 

493 

41 3 

24 9 

25 5 

25 8 

33 1 

1972-73 

49 7 

426 

25 6 

25 6 

24 7 

31 8 

1973-74 

S5 1 

43 4 

146 

19 2 

30 2 

374 


EtaofiffiiitBpiaoefSBiBy to dUe topMS 
OfB toitoB wMvm a part of the harden of 
the toiher noise 4itty on yam when 
inerkft conditions are normal, the 
faandhwnf industry will lose the per* 
ferenoe it had been enjoying against 
the poweriooms in the form of exemption 
from excise duty on fabrics which was 
avulable to it before the shifting of the 
duty from the fabric stage to the yam 
stage. 

The prevailing scheme of taxation of 
viscose filament yarn goes against the 
governments multi-fibre policy of 
encouraging the manufacture of man¬ 
made or blended textiles with a view to 
relieving the pressure on raw cotton. 
The rate of excise duty on different 
denkrs of viscose filament yam is from 
2 to 28 times higher than the correspond¬ 
ing counts of cotton yam. In the case 
of the popular 120 denier, the duty is 
four times higher than the corresponding 
count of cotton yarn. The burden of 
excise duty on ex-factory price realisation 
on 120 denier viscose filament yam is 
^bout four to eight times that of the 
incidence on comparable cotton on 
40 count. The aggragate incidence of 
import duties and other taxes on raw 
materials used in the manufacture of 
rayon yam, combined with the excise 
duty, works out to Rs 9 per kg or 38.72 
per cent of the average price realisation. 
As against this, the incidence of taxation 
on comparable 40s cotton yam is 10.2 
per cent of the average realisation. This 
wide disparity in the incidence of excise 
duties in the rayon industry and the 
cotton textile industry is an outstanding 


illustration of the observation made by 
the Jha Committee on Indirect Taxes 
that the man-made fibre industry has 
been discriminated against on untenable 
grounds. This disparity is further 
enhanced by the fact that, in the. case of 
cotton yarn in hanks, there is no excise 
duty, whereas rayon yam in hanks and 
cakes is subjected to excise duty even 
thougff both are consumed by the hand- 
loom sector for the manufacture of- low- 
priced fabrics used by the common naan. 

The fiscal discrimination practised 
against rayon yam is clearly difficult to 
defend because rayon is a versatile fibre, 
which is also the cheapest among the 
family of man-made fibres. It is there¬ 
fore adnurably suited for substitution fmr 
or supplementing cotton fabrics in mass 


consumi^on textiles. Once the 
of the excise duty on rayon fabrics, 
which works out to about 83 paise per 
metre as against 25 paiscT per metre for 
cotton fabrics, is brought down to more 
rational levels, the genuine demand for 
rayon textiles is bound to come to the 
surface and help to establish rayon 
fabrics in their legittimate place in the 
textile economy. The Associotiem of 
Man-Made Fibre Industry has therefore 
represented to the government that the 
existing rate ofRs 6.60 per kg for 120 
denier yam should be reduced to 
Rs 1.20 per kg which is the duty on the 
comparable count of 40s cotton yam 
and that rayon filament yarn in hawks 
and cakes, which is being consume to 
the handloom industry, should be given 
the complete exemption from excise 


India's Exports of llan-ilado Fabrics (Assoitmont-wise) 
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% 

Value 

% 

Value 
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Vahie 

% 

Value 

% 

Value 

% 

Value 

% 

VUue 

% 

FOanontniyoB 

2 29 

53-7 

2 30 

S3 8 

4 51 

60 21 

5 59 

58 17 

17 17 

61 50 

9 41 

51 42 

9 60 

63 41 

18 18 

57 73 

Span nqron 

0.48 

11 2 

031 

7 3 

0 41 

5 47 

0 21 

2 19 

3 50 

12 54 

1 39 

7 60 

065 

5 61 

1*81 

Sfi 

Synthetic fiibrlci 

1 18 

27^ 

0 64 

15 0 

2 49 

33 24 

3 78 

39 33 

6 75 

24 17 

6 90 

6 90 

4 19 

27 68 

8 07 

2S63 

Mixed fabrics 

0 32 

7 5 

1 02 

23 9 

0 08 

1 08 

0 03 

0 31 

0 50 

1 79 

0 60 

3 28 

0 50 

3 30 

3 43 

10 89 

• 

Total 

4 27 UO 00 

4 27 

100 00 

7-49 

100 00 

9 61 

100 00 

27 92 100 00 

18 30 

100 00 15 14 

100 00 
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doty witich is now' eigoyed tiy cotton 
yam in hanks. The assodatioo has also 
pointed out that the sdieme of excise 
duty relief for encouraging higher 
production of certain select commodities, 
by reducing by 25 per cent the duty 
payable on goods produced in excess of 
production in a select basic period, 
should be extended to rayon yam. This 
scheme applies already to certain 
sectors of the man-made fibre industry, 
viz., staple fibre and tyre cord yam. 

In the case of deniers finer than 120, the 
the yam has to be spun at lower speeds 
for various reasons, 
Daniar-wtiaa such as the low ten- 

dHlaronllala site strength of 
the filament and the 
longer time taken for the regeneration of 
cellolose to maintain the same grams/ 
denier tensile strength. The cost of spin- 
niog finer deniers is therefore higher than 
the cost of spinning 120 denier. 


For yac^' fiher than 120 dmier, the 
eoae'udeilfef hasto be carriedoutat 
lower spei^. The wei^t and size of 
the paolo^ilhas to be kept' smaller and 
hence the of wiadmg is higher than 
that of 120 'denier. 

For sputt^ coarser than 120 denier, 
the spinning speeds have to be lowered 
because ai optimum doflSng time, cake 
size and higher pollution due to more 
regeneration of cellulose in a given time. 
In the case of cone winding of coarser 
deniers, the number of winding spindles 
allocated per worker will have to be 
drastically reduced since more yam in 
weight would be wound by a unit of 
time. 

Yams in 30, 40, 55 and 60 deniers are 
packed in 1.1 kg cone size of 50 kgs 
per case, whereas yarns above 60 deniers 
are packed in 2.1 kgs cone size in 100 
kgs per case. The cost of packing is 


Mill Consumption of Fibres 

(Thoimend Tonoee) 

Rcghw 

CeUoloaic 

NaMtihikiBic 


PcBoeotege 
to total ^ 


to total 


im 



Deseloped couBtrIce 

1982 3 

56 0 

3997-6 

81 0 

CMiwny piMHMd couirt^ 

loss 8 

29 9 

435 2 

8 8 

Defeloplec foiti'hB 

500 1 

14 1 

503 5 

10 2 

Ofirideb : Aibi and Far East 

219 6 

6 2 

247 2 

5 0 

bdta 

122 0 

3 4 

22 5 

0 5 

ADoMBtries 

3538 2 

100 0 

49263 

100 0 



1974 


• 

DetelopedeoBiitriee 

1841 4 

51 22 

5683 0 

72 86 

CMdnlly pfaBBwd coBBtries 

1247 6 

34 70 

1069 1 

13 71 

DofiloptBBeoBBliks 

506 0 

14 08 

1047 7 

13 43 

OfwhdchtAefaiaBdFhrEBit 

210 2 

5 85 

430-9 

5 52 

Ml. 

137 2 

3 82 

17 9 

0 36 

AMaanatitaa 

3595-0 

100 

7799-8 

100 


latiBHdid'ikienii rritie if finn railBh 
Ihitflai 

Dariag 1979 ani 199i 
' (Anee per metre & 


Area 

1974 

1975 

1976 

Urban 

lg.g9 

25.41 

23.87 

Rural 

12.63 

16.31 

17.75 

All India 

14.68 

19.61 

21.11 

/ 


therefore higher for finer deniers than fo. 
coarser deniers. 

The percentage of reject quality pro¬ 
duction is mudi higher in the case cf 
finer deniers and this part of the out^‘ 
is sold at a very low price. Therefore, 
white computing the prices for first quality 
yams of various deniers, the losses 
incurred on the sale of reject qualit 
yam should be taken into account o\ ' 
and above the inferior quality allow¬ 
ance. 

The denierwise pattern of production 
varies from unit to unit depending upon 
various technical and capacity constraints. 
The cost of manufacture of each denier 
varies therefore from unit to unit depend¬ 
ing upon the product mix. The average 
denier of the spinning units ranges from 
80 to 136. There can therefore be no 
uniform formula for fixing denier-wise 
price differentials for the industry as a 
whole. 


Third largast productr 

Mift If tlw tlM tafscst 
nd woMbt illwiiiMri in tha world, tte IM 
two bdi« tile USSR umI the USL Ote 

te Bnodlp Sm tkmiii 
DcwMMrallc R fp wMI p. •ai 

On USSR, mmam ths tawr hm 

baia Msmibr terriwtogj protodton in iW 

VS has be* coamg fom test and ts Jamn 

daa thite haa baw a akalleaail Mbriag 

gtoMl bi ll e lgb m , . Cw a Mh, naacs^ WM 
Ommm, mr. tbs Ndbiilsam abi the 
VK, wbiNaa CUIe, Cbbw, Htoad, lana, 
TSriny. V iaia a i bi and \maahnli an to 
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Textile Purehasea Per Household, Fibrewise, During 1976 

Estinwted Per C^ita Couumptkwi of Textiles, Fibrewise, 
Duriag 1976 

(Q 

I^Quantity in metres V= 

Value in rupees) 

(Q~Quantity in metres V 

»Value in rupees) 

Fibre 

cx 

V 

Fibre 

Q 

V 


ALL INDIA LEVEL 


ALL INDIA LEVEL 


Cotton 

71.20 

349.31 

Cotton 

10.79 

52.93 

Pure Silk 

0.39 

14.18 

Pure Silk 

0.06 

2.15 

Art Silk 

0.73 

8.08 

Art Silk 

0.11 

1.22 

Woollen 

0.33 

12.45 

Woollen 

0.05 

1.89 

Nylon 

0.52 

8.50 

Nylon 

0.08 

1.29 

Synthetics 

0.81 

15.48 

Polyester and other synthetics 

0.12 

2.34 

Non-cotton 

2.78 

58.69 

Non-cotton 

0.42 

8.89 

Polyester-cotton 

4.07 

101.42 

Polyester-cotton 

0.62 

15.37 

Polyester-wool 

0.06 

3.88 

Polyester-w<»oI 

0.01 

0.59 

Other mixed 

0.87 

10. n 

Other mixed 

0.13 

1.53 

Mixed 

5.00 

115.41 

Mixed 

0.76 

17.49 

Total 

78.98 

523.41 

Total 

11.97 

79.31 


URBAN AREAS 


URBAN AREAS 


Cotton 

65.27 

407.20 

Colton 

10.21 

63.72 

Pure Silk 

. 1.19 

49.58 

Pure Silk 

0.12 

7.76 

Art Silk 

1.15 

12.73 

Art Silk 

0.18 

1.99 

Woollen 

0.67 

* 28.74 

Woollen 

0.11 

4.50 

Nylon 

1.66 

28.04 

Nylon 

0.26 

4.39 

Synthetics 

2.1.5 

43.66 

Polyester and other synthetics 

0.34 

6.83 

Non-cotton 

6.82 

167.77 

Non-cotton 

1.07 

25.47 

Pol} estcr-cottoii 

8..17 

223.79 

Polyester-cotton 

1.31 

35.02 

Polyester-wool 

0.21 

13.21 

Polyester-wool 

0.03 

2.38 

Other mixed 

1.46 

23.62 

Other mixed 

0.23 

3.70 

Mixed 

10.04 

262.62 

Mixed 

1.57 

41.10 

rotal 

82.12 

832.59 

Total 

12.85 

130.29 


RURAL AREAS 


RURAL AREAS 


Cotton 

72 80 

332.91 

Colton 

10.95 

50.06 

Pure Silk 

0.19 

4.64 

Pure Silk 

0 03 

0.70 

Art Silk 

0.61 

6.80 

Art Silk 

0.08 

1.02 

Woollen 

025 

8.06 

Woollen 

0.04 

1.21 

Nylon 

0.21 

3.21 

Nylon 

004 

0.48 

Synthetics 

0.46 

7.82 

Polye.ster and other synthetics 

0.07 

1.18 

Non-cotton 

1.72 

30.53 

Non-col too 

0.26 

4.59 

Polyester-cotton 

2.91 

68.02 

Polycster-cottoa 

0.44 

10.23 

Polyester-wool 

0.01 

0.82 

Polyester-wool 

Neg 

0.12 

Other mixed 

0.71 

6.42 

Other mixed 

0.11 

0.97 

Mixed 

3.63 

75.26 

Mixed 

0.55 

11.32 

• 

Total 

78.15 

438.70 

Total 

11.76 

65.97 


Sowrcc: Sample Survey of Textiles Committee Source : Sample Survey of Textiles Committee 
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Percentage Distribution of Textile Purchases in Quantilatiife Terms According to Fibres at Different Income Leiels 

During 1974,1975 and 1976 


Income group Rs 

Year 

Cotton 

Non-cottom 


Less than ISOO 

1974 

alL-knoia level 

91.79 

3.21 

5.00 

1975 

94.45 

2.S1 

3.04 


1976 

96.13 

1 50 

2.37. 

lSOO-2999 

1974 

91.57 

3.45 

4.98 

1975 

93.04 

2.46 

4.50 


1976 

94.72 

1.71 

3.57 

3000-5999 

1974 

87.96 

5.34 

6.70 

1975 

88.61 

4.26 

7.13 


1976 

91.05 

3.28 

5.67 

6000-9999 

1974 

84.04 

6.86 

9.10 

1975 

84.89 

6.03 

9.08 


1976 

86.20 

4.58 

9.22 

10000-19999 

1974 

80.77 

7.01 

12.22 

1975 

84.03 

6.49 

9.49 


1976 

82.25 

6.48 

11.27 

20000 and above 

1974 

70.72 

16.77 

12.51 


1975 

74.15 

10.75 

15.10 


1976 

74.88 

11.99 

13.13 

Average 

1974 

86.98 

5.63 

7.39 

1975 

88.10 

4.62 

7.28 


1976 

90.15 

3.52 

6.33 

Less than 1500 

1974 

RURAL AREAS 

91.88 

3.29 

4.83 

1975 

94.68 

2.45 

2.87 


1976 

96.50 

1.30 

2.20 

1500-2999 

1974 

'92.06 

3.34 

4.60 

1975 

93.64 

2.15 

4.21 


1976 

95.54 

1.32 

3.14 

3000-5999 

1974 

89.42 

4.77 

5.81 


1975 

89.98 

3.67 

6.35 


1976 

92.89 

2.46 

4.65 

6000^9999 

1974 

86.44 

5.60 

7.96 


1975 

87.51 

4.77 

7.72 


1976 

89.88 

2.96 

7.16 

10000-19999 

1974 

84.52 

4.47 

11.01 


1975 

89.46 

3.84 

6.70 


1976 

89.96 

2.93 

7.II 

20000 and above 

1974 

76.14 

14.14 

9.72 

1975 

79.92 

6.63 

13.45 


1976 

88.25 

4.95 

6.80 

Average 

1974 

89.06 

4.62 

6.32 

1975 

90.63 

3.47 

5.90 


1976 

93.15 

2.20 

4.65 

Ixss than 1500 

1974 

URBAN AREAS 

90.61 

2.31 . 

7.08 


1975 

89.96 

3.22 

6.82 


1676 

91.55 

4.15 

4.30 

1500-2999 

1974 

87.22 

4.40 

8.38 


1975 

88.80 

4.36 

6.84 


1976 

88.53 

4.65 

6.82 

3000-5999 

1974 

80.23 

8.33 

11.44 


1975 

82.45 

6.66 

10.89 


1976 

83.82 

6.48 

9.70 

6000-9999 

1974 

75.54 

11.30 

13.16 


1975 

77.15 

9.55 

13.30 


1976 

76.58 

8.81 

14.61 

10000-19999 

1974 

72.60 

12.53 • 

14.87 


1975 

75.61 

10.43 

13.96 


1976 

72.61 

10.92 

16.47 

20000 and above 

1974 

65.61 

19.25 

15.14 


1975 

71.43 

12.55 

16.02 


1976 

67.00 

16.13 

16.87 

Average 

1974 

77.40 

10.29 

12.31 

1975 

79.17 

8.59 

12.24 


1976 

79.47 

8.30 

12.23 
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...and he’s a maths schidar 
with ahrst class in Inter Science 
to his credit. 


There are thousands like him. 
Brilliant students who have 
the will to study—but not the 
means. Students with a first 
class academic career who end 
up in odd jobs. With their 
dreams shattered...and their 
ambition frustrated. 

Helping students in distress... 
State Bank's Educational 
Loans Scheme 

This scheme is meant for 
students who wish to pursue 
praduate/post>graduate studies 
In Engineering. Technology, 
Architecture, Medicine. Dental oi 
Veterinary Science. Agricultural 
Sciences, Business or Industrial 
Management and 
Management Science 
in India or abroad. 


You can get a loan from 

State Bank, if... 

• you have obtained a first 
class in the last qualifying 
examination 

• you have secured admission 
in a recognised college/ 
institute/university 


• your family income does not 
exceed Rs. 12,000 a year. 
(This does not apply for 
studies abroad). 

For more details, get in touch 
with your nearest branch of 
State Bank. 



State Batik’s 

Educational Lnans Scheme 
can help you go for 
higher studies^ 
in India and abroad 


Slate Bank 
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LIONS DO NOT COMPROMISE! 

NOR DO WE 


USE 

''THREE LIONS'' 

BRAND 

SODA ASH & 

CAUSTIC SODA 
SODA BICARB 
AMMONIUM BICARBONATE 

Saurashtra Chemicals 

PORBlNDim 


♦ 

k 

i-. 


♦ 




♦ 

♦ 
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Whatever else Mrs 

Gandhi may have achieved by splitting 
the Congress, or failed to, she seems to 
have succeeded in converting the Janata 
party into a garbage collector. By oj^n- 
ing its doors to Mr K. Raghuramaiah, 
the party leadership has shown itself to 
be second to no other political coterie or 
caucus in the country in making a 
philosophy of cynicism or a practice of 
opportunism. It is to be expected, 
presumably, that other unclean and 
unlovely characters, such as Mr B.R. 
Bhagat, will also be allowed to sneak in 
before long. 1 suppose it just does not 
matter to Mr Chandra Shekhar and the 
rest in the Janata high command 
that Mr K. Raghuramaiah (as the 
minister for Parliamentary Affairs) and 
Mr B.R. Bhagat (as the Speaker), 
between themselves, had overseen the 
compulsory sterilization of the Lok 
Sabha during the emergency under “orders 
from above.” Mr Raghuramaiah, not to 
speak of Mr Bhagat, has of course other 
claims to fame, as Mr M.O. Mathai 
testifies : 

In the mid'firtics a minister of state foolishly 
got into trouble. He was sent as a delegate to 
the UN General Assembly. A rich man, and a 
married man with children, he took with him a 
youngish woman and stayed in hotels in New 
York, London and Paris, entering their names 
as “Mr and Mrs*’ in order to stay together in 
the same rooms. Much later the woman 
arrived at the residence of the minister in New 
Delhi with her baggage and demanded the right 
to stay there even as a servant—much to the 
embarrassment of the minister and his wife. 
She was thrown out; but she managed to get 
a room in Western Court. She met many 
important people and registered her complaint 
with them. Finally, she waylaid the PM as he 
and 1 were going home from the office. She 
mumbled something to the PM. While driving 
home, the PM asked me to send for the minister 
and talk to him. 

1 rang up the minister and he came in the 
afternoon V > my office. It was a Saturday when 
parliament was not in session. He confessed 
to everything. 1 gave him a piece of paper and 
asked him to write out his resignation from the 
Council of Ministers addressed to the PM. 
As I dictated slowly, he wrote, “I hereby tender 
my resignation from the Council of Ministers 
for personal reasons. 1 shall be grateful if you 
will be good enough to forward it to the 
President for his acceptance”. 1 asked the 


minister to see me on Ktooday morning in tny 
office in Parliament House with a common 
friend, U.S. Maliiah, MP, who was aware of 
the incident. They met me as suggested. 1 
told the minister that where hormones were 
concerned I had no right to pass judgment on 
anyone; but 1 added, “You have committed the 
inconceivable folly of entering your name and 
that of the woman in hotel registers everywhere 
as “Mr and Mrs’*. Some people have egged her 
on and sent her to Delhi to blackmail you. I 
suggest that you buy her silence. Your good 
friend Maliiah, I am sure, will succeed in per¬ 
suading her to quietly go away from Delhi. 
Maliiah should decide the amount to be given 
to her. Maliiah decreed that, considering the 
minister’s financial position, he should give her 
Rs 50,000. This was done within two days, and 
the woman left Delhi quietly. 


Later, 1 ^ve the PM all the facts and the letter 
of resignation of the minister. The PM thought 
over the matter for a couple of days and 
decided not to accept the resignation. And the 
minister survived and prospered. He became a 
Cabinet minister in the Indira regime during 
which he proved to be the most servile of 
ministers. He was the lirst to take the little boy 
Sanjay around in his state, launching him into 
politics. At a public meeting organized at 
government expense, the minister stood up on 
his haunches and said something very 
profound, T have slaved for your grandfather 
and your mother, and I shall slave for you’. 
1 do not know for whom he is slaving 
now. 

Now that J. Paul Getty 

is gone and Howard Hughes is also no 
more and the number of known billi¬ 
onaire in the US has been reduced to 
two, with the recent passing away of 
another of that tribe, who is the richest 
man in the world ? One answer is Mr 
Mohammad Mahdi Ai-Tajir, who happens 
to be the ambassador to Britain from 
the United Arab Emirates. This, 
however, is not his most important job. 

Mr Al-Tajir is Adviser on Petroleum 
Affairs to the UAE besides being the Head 
of the Office of the Ruler of Dubai. While 
these jobs bring him prestige, the money 
comes from a far-flung business empire 
embracing banking, properties, insurance 
and contracting. The Al-Tajir establish¬ 
ment, it is claimed, owns more shares in 
western ’oil companies than any other 
private enterprise. Rather interesting is 
the information that the origin of all this 


MOVING 

FINGER 


wealth IS to be f^und in the gold smuggl¬ 
ing between Europe and India through 
Dubai port, which gave Mr Al-Tajir his 
first million. Today he is in a position 
to say that he has never bothered to 
count what he has and that he knows only 
that he has money “in billions of 
pounds—much more than any one's 
published estimation'’. 

There is one tenet of the Al-Tajir 
philosophy which appeals to me greatly. 
“A sign of wealth, true wealth,” he says, 
“is how many other people you have 
helped to become wealthy. That is what 
matters and that is what business is all 
about. I am a businessman, and I am a 
rich man. How many friends I have 
made—^how many I have made wealthy— 
is what is important to me”. My 
favourite quote, however, is this : 
“Scandal doesn’t bother me. When I 
read that Boeing has bribed me with this 
or Lockheed has bribed me with that, £ 
am not worried and other people who 
are important to me know that neither 
Boeing nor Lockheed has enough money 

to bribe me.I am a bitsinessman and 

if I want to charge anyone for my 
services, I will. 1 represent many 
international firms in the world and 
I have charged them all for my ser¬ 
vices. I do not get my money from 
heaven”. 


I am one of those who 

has a certain curiosity about the possible 
editorial consequences of the management 
revolution which has taken place in The 
Hindu. It is widely expected or at least 
suspected that this newspaper's policy 
will shift to the left. I myself am 
inclined to believe that there is not much 
chance of The Hindu becoming anything 
like a communist mouthpiece. My 
reasoning is simple. The Hindu has a 
tradition of commercialism which is 
strong enough to quell any impetuous 
intrusion of ideological j>assions or 
political principles. It is possible of 
course that there may be a slight tilt to 
Icft-of-centre, but The Hindu's feet should 
remain firmly rooted to the market 
place. 


Meanwhile this newspaper has been 
brightening up a good deal and the 
Weekly Magazine secH'on is often 
rewarding, sometimes unwittingly, as 
was the case with this caption to a learned 
article on auto-urinc therapy in a recent 
issue ; “The water of life down the cen¬ 
turies”. The proper phrase for the water 
of life, I should 
have thought, 
is “down the 
drain’*. 


VB 
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TRADE 

WINDS 


World Bank Loan 
for Industry 

The World Bank has an¬ 
nounced on January 17, the 
approval of a loan of USS 25 
million to assist industrial 
development in India in the 
state-sponsored public and 
joint sector. The loan, to be 
channeled through the Indus¬ 
trial Development Bank of 
India (IDBl)—a development 
finance institution—will meet 
the foreign exchange cost of 
investments in productive 
medium-scale industrial enter¬ 
prises. The IDBI is the largest 
single institutional source of 
industrial finance in India, 
accounting for approximately 
five per cent of the annual 
industrial investment. It is also 
responsible for coordinating 
industrial investment activities 
of other industrial finance 
institutions. 

The bank loan will assist 
IDBI in canning out industrial 
sector investment studies, and 
in strengthening industrial 
finance institutions in various 
states. It will also enable IDBI 
to promote projects particularly 
in the less developed states in 
India. A major benefit will be 
the pooling of private and 
public capital and in establish¬ 
ing close working links between 
public and private sector 
partners. 

The loan complements 
previous operations of the 
bank in support of the In¬ 
dustrial Credit and Invest¬ 
ment Corporation of India and, 
through IDBI, the state finan¬ 


cial corporations. The bank 
loan to India will carry interest 
at the rate of 7.45 per cent per 
annum, it will be for a maxi¬ 
mum of 17 years, including 
three years grace, to be adjust¬ 
ed according to the amortiza¬ 
tion schedule of sub-projects. 
The government will relend the 
proceeds to IDBI on the same 
terms. 

Small-Scale Sector 

The World Bank has renew¬ 
ed its 1976 offer to finance the 
development of the small- 
scale, cottage and rural indus¬ 
tries. The renewal is necessi¬ 
tated as till today not even a 
single project in the small 
scale sector has been proposed 
to the Bank. Only a credit of 
SI00 million has been disburs¬ 
ed through the IDBI for 
financing of the small units. 
To take advantage of the offer, 
the mini.stry of Finance has 
sent directives to all concerned 
small industries development 
departments both at the state 
and central levels to prepare 
projects which could bo pro¬ 
posed to the Bank. The minis¬ 
try is very hopeful that if not 
in the current tranche, in the 
next credit line beginning in 
June 1978, a number of pro¬ 
jects would be sent to the 
Bank. 

These sources state that 
under the renewed emphasis 
on the small, cottage and 
rural industries, next to the 
power sector, highest priority 
would be given to the small- 
scale sector for the utilisation 
of the bank credit. These 


sources further stute that the 
bank is very keen that some 
projects should be taken up 
even during the current 
tranche. The Dank had chang¬ 
ed its policy in 1976 to divert 
its funds to the development 
of the rural and cottage indus¬ 
tries. It had felt that the agri¬ 
cultural development was co¬ 
related to the growth of the 
small village level industries. 

Civil Enginaering 
Contracts Abroad 

In view of the greater signi¬ 
ficance assumed by construc¬ 
tion contracts abroad, the 
Reserve Bank of India thought 
it useful to frame suitable 
guidelines for the benefit of 
contractors intending to under¬ 
take overseas construction 
contracts. For this purpose, a 
sub-group comprising senior 
representatives of government 
of India, RBI, IDBI, ECGC 
and FEDAI was set up by the 
RBI Standing Committee on 
Export Finance. A booklet 
containing such guidelines has 
since been published by the 
RBI. The booklet, priced at 
Rs 7, contains useful infor¬ 
mation regarding the various 
facilities available to contrac¬ 
tors from RBI, financial insti¬ 
tutions and ECGC and forma¬ 
lities required to be observed 
by the contractors. A chapter 
has also been included in the 
booklet on the export of con¬ 
sultancy services. 

Rubber Board 

The Commerce ministr>' has 
appointed 16 members to the 
Rubber Board for a period of 
three years. The names of 
members arc- Mr P.G. Mura- 
leedharan, agricultural pro¬ 
duction commissioner, govern¬ 
ment of Kerala and Mr P.J. 
Joseph Kunju (nominated by 
the Kerala government); Mr 
T. Yeyadev, chief conservator 
forests, government of Tamil 


Nadu (nominated by the Tamil 
Nadu government); Mr T.P. 
littaraman, Mr K. Joseph 
Monipalli, Indian Rubber 
Growers* Association, Cochin 
and Mr V.K. Muhamad Kutty 
(nominated by the central 
government to represent small 
growers of Kerala); MrCS. 
Desai of Premier Tyres Ltd., 
and Mr B.B. Sangtani of Atur 
Rubber Products, both of 
Bombay (nominated by the 
central government to repre¬ 
sent rubber manufacturers); 
Mr M.M. Jacob of Kerala 
State Co-operative Rubber 
Marketing Federation, Mr 
S.V. Sarma of Travancore 
Rubber and Tea Co., Mr R.G. 
Ketkar of Sudhagad Rubber 
Industry, Bombay, and Mr 
P.R. Balasubramanian of 
North Eastern Council, Shil¬ 
long (nominated by the 
central government to repres¬ 
ent other interests); Mr K.C. 
Joseph of South Indian Plant¬ 
ations; Mr K. Jacob Thomas 
of Vaniampara Rubber Co, 
and Mr M.D. Joseph (elected 
by the larger growers in 
Kerala); and Mr S. Subra- 
manian of Travancore Rubber 
Co. (elected by the larger gro¬ 
wers in Tamil Nadu). 

IndO’Soviut Trade 

The turnover of trade 
between India and the Soviet 
Union in 1978 is expected to be 
Rs 1056 crores compared to the 
expected turnover of Rs 900 
crores in 1977. The trade pro¬ 
tocol for the year was initialled 
recently by Mr M. A. Kiselev, 
chief of Asian division, Soviet 
ministry of Foreign Trade and 
Mr Suresh Kumar, joint 
secretary, ministry of Com¬ 
merce. It will be signed at the 
level of secretaries later. The 
protocol was finalised at the 
conclusion of the visit of the 
Soviet trade delegation headed 
by Mr Kiselev. An official 
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ptoss refeaie stated that talks 
between the trade delegations 
of the two countries were held 
in a *‘cordial atmosphere of 
friendship and cooperation. 
The leader of the Soviet delega- 
tion also called on Mr Mohan 
Dharia, minister of Commerce 
and Civil Supplies. On the 
import side are included impor¬ 
tant raw material such as crude 
oil to the extent of 1.5 million 
tonnes, kerosene and diesel oil 
urea, muriate of potash, chemi¬ 
cals, DDT, sulphur and a 
number of non-ferrous metals 
such as, zinc, nickel, platinum, 
and palladium and other pro¬ 
ducts like cotton, asbestos and 
newsprint machinery and 
equipment, including compo¬ 
nents raw materials, and spare- 
parts for the Soviet assisted 
projects in India. 

Import Policy 

The government has annou¬ 
nced certain important amend¬ 
ments in the current year’s 
import policy for registered 
exporters. While it has been 
decided to allow 60 per cent im¬ 
port replenishment on exports 
of potasium iodide B.P. in 
the case of exports of automo¬ 
bile tyres and tubes (excluding 
tubes of butyl rubber), import 
replenishment has been revised. 
Besides, provisions relating 
to import of materials by no¬ 
minee-manufacturers have been 
amended. While in the case of 
exports of tyres with nylon 
cord, the import replenishment 
will be 40 per cent in respect 
of others but excluding auto¬ 
mobile tubes of butyl rubber, 
it will be 30 per cent. It has 
also been decided to include 
commutators for DC motors 
up to 1 HP and mutton tallow 
in the list of items which can be 
imported against replenishment 
licences for a total value not ex¬ 
ceeding 10 per cent of the value 
of the licence subject to a ma¬ 
ximum of Rs one lakh. Pro¬ 


vision! regarding import of raw 
materials, components, consu¬ 
mer stores and packing mate¬ 
rials by nominee-manufacturers 
who are not the manufacturers 
of the exported product have 
been amended. 

Provident Fund 
Interest Raised 

The central government has 
raised the rate of interest on 
the genera] provident fund de¬ 
posits of its employees by half 
per cent. The interest on de¬ 
posits up to Rs 25,000 has 
been raised from 7^ per cent to 
eight per cent and on deposits 
of more than Rs 25,000 from 
seven per cent to 7J per cent. 
In addition, a bonus of one per 
cent, would accrue on the entire 
balance if no withdrawal is 
made for five years. The total 
deposits in this account are 
more than Rs 1,693 crores. 
The government has also in¬ 
creased the rate of interest on 
public provident fund balances 
—from seven per cent to 1\ per 
cent from the current financial 
year. This scheme is meant 
for self-employed persons and 
the deposits are repayable after 
15 years. The balance on this 
account totalled Rs 44 crores 
on April 1. 

Banking Facilities at 
Educational Centres 

In pursuance of the Punjab 
& Sind Bank’s policy of pro¬ 
viding banking facilities at 
educational institutions on the 
one hand and providing em¬ 
ployment to women on the 
other, a new extension counter 
of the bank manned by women 
was opened at Mata Jai Kaur 
Public School, Ashok Vihar in 
New Delhi. Inaugurating the 
extension counter, Dr Inderjit 
Singh, chairman of the bank, 
stated that besides women who 
get suitable employment, a 
large number of students, their 
guardians and educational 


authorities would be benefited 
by the banVs new scheme. By 
taking banking to the door¬ 
steps of the student and teacher 
communities, the bank was 
endeavouring to inculcate 
saving habits amongst them. 
Extension counters opened by 
the bank at various schools 
and colleges in Delhi, Chandi¬ 
garh, Punjab, Maharashtra and 
Rajasthan were playing a signi¬ 
ficant role in the educational 
sphere. More counters would 
be opened in other states in 
near future. 

Experts Panel to 
CBE&C Labs 

A committee of experts will 
be set up to review the work¬ 
ing of the laboratories under 
the Central Board of Excise 
and Customs. It will advise 
the government on the ade¬ 
quacy or otherwise of the 
available testing facilities, pro¬ 
cedures and frequency of 
siifnpling and other related 
matters. The committee is ex¬ 
pected to submit its report 
within six months, minister of 


state for Finance, Satish Agar- 
wal told the central advisory 
council for customs and excise. 

Ratantion Pricas 

The system of retention 
prices for each product and 
for each refinery has been 
introduced with effect from 
December 16, 1977 on the 
basis of the latest cost data 
available, including a revised 
pool price of crude oil and 
norms and parameters worked 
out by the Oil Prices Com¬ 
mittee. In calculating the re¬ 
tention prices, a return of 
15 per cent (gross) on the total 
ciipital employed (income tax 
depreciated net fixed assets 
plus working capital) has been 
allowed. 

In its interim report, OPC 
with regard to the oil market¬ 
ing companies had employed 
the traditional method of the 
weighted average of the marke¬ 
ting and distribution costs of 
the major units to determine 
the marketing and distribution 
margins for the industry as 
data was not available at that 


Publication of the I 
Department of Company Affairs, 
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time. In the final report, the 
OPC has recommended that 
the concept of retention 
margins being allowed for re¬ 
finery companies should be 
extended to the marketing 
operations as well. The gov¬ 
ernment has accepted this re¬ 
commendation. 

The retention marketing 
margins for each product for 
the individual oil companies 
have been worked out after 
taking into account their latest 
cost and other operating data. 
The weighted average has been 
included in the price build up 
so that price to consumers 
would be uniform whether sold 
by one company to another, 
and the difference between 
retention margins due to each 
individual oil company and 
those included in the price of 
petroleum products would be 
adjusted through the pool 
accounts. 

Norwegian Assistance 
for Family Welfare 

The Norwegian ambassador 
Mr Per Gulowsen pre¬ 
sented recently a cheque for 
Rs 2.5 crores as his country’s 
assistance for the all India 
hospitals post partura pro¬ 
gramme. Mrs Serla Grcwal, 
additional secretary and Com¬ 
missioner (Family Welfare) in 
the ministry of Health and 
Family Welfare, received the 
cheque and thanked the 
ambassador. The all India 
hospitals post partum pro¬ 
gramme which is a maternity- 
centred approach to family 
welfare programme has been 
in operation in various medical 
institutions in the country since 
1969-70. As on March 31, 
1977, the programme covered 
449 institutions of which 181 
are of A-type (hospitals handl¬ 
ing 3,000 ('r more obstetric 
and abortion cases annually or 
teaching institutions), 74 
B-type institutions (hospitals 


handling less than 3«000 but 
more than 1,500 obstetric and 
abortion cases annually) and 
194 C-type institutions handl¬ 
ing 1,500 or less abstetric and 
abortion cases annually, in¬ 
cluding 102 medical colleges 
and two post-graduate institu¬ 
tions which have been covered 
under the post partum pro¬ 
gramme. 

Paper Prices 

The government has threa¬ 
tened to impose price control 
on important varieties of paper, 
unless the paper industry 
revokes its decision to volun¬ 
tarily jack-up paper prices 
from January 5, 1978. Indi¬ 
cating this recently a spokes¬ 
man of the Industry ministry 
stated that if the paper industry 
does not change its attitude, 
the “government will come 
down with a heavy hand in 
restricting the production of 
some varieties of paper by the 
mills, the percentage to be 
produced in each variety and 
a general price control. He 
said that the government had 
also proposed to discuss with 
the industry its tactics of 
“postponing the supplies of 
promised quantities of paper 
to the institutions and depart¬ 
ment of supplies.’* It was 
also pointed out that the 
government has been taking 
all necessary steps to give 
relief to the paper industry 
in terms of central excise, raw 
materials supplies, power etc. 
in consultation with the state 
governments. Besides a libe¬ 
ral licencing policy is also be¬ 
ing pursued so as to attract 
more investment in this sec¬ 
tor. 

The industry has pointed 
out that during the past three 
years, there has been a conti¬ 
nuous rise in the cost of in¬ 
puts like bamboo royalty, 
power, coal, chemicals, stores 
and wages. Moreover, the 


price of white printing paper 
which accounts for 30 per cent 
of the total production of nine 
lakh tonnes remained static 
at Rs 2,750 per tonne allowed 
in 1974. This price has no 
relevance to the present day 
costs. In view of vast dispari¬ 
ty in the selling prices and 
the production costs, it will 
be in fitness of things that the 
government allowed a reason¬ 
able increase in prices so as 
to let the industry have a 
fair return on its investments. 

It was at the last annual 
general meeting of the Indian 
Paper Makers’ Association, 
the Industry minister, Mr 
George Fenandes, had admi- 
ted that there was a case for 
an increase in the price of 
white printing paper, the 
industry stated. It is felt that 
there is a strong case for re¬ 
duction in excise duty amount¬ 
ing to 25 to 30 per cent ad 
valorem on an essential com¬ 
modity like paper with a view 
to ensuring interest of consu¬ 
mers. 

Indigenous Crude 
Prices 

The government has dis¬ 
continued the principle of 
import parity as a basis for 
the pricing of indigenous crude 
oil and refined petroleum pro¬ 
ducts. A price of Rs 41.44 
per barrel of indigenous (on¬ 
shore) crude oil of 34** API 
subject to gravity escalation 
and inclusive of increased ro¬ 
yalty and the oil development 
cess, has been approved taking 
into account the data on the 
cost of production updated by 
Oil Prices Committee The 
price of Rs 58.84 per barrel of 
indigenous (offshore) crude 
(Bombay High) has been ap¬ 
proved inclusive of increased 
royalty of indigenous crude 
and the oil development cess. 

The above decisions follow 


the recommendations made by 
' the Oil Prices Committee set 
up under the Chairmanship, 
of Dr K.S. Krisbnaswamy, 
deputy governor of Reserve 
Bank of India to recommend 
general principles of pricing 
policy of petroleum products 
and on other connected mat¬ 
ters. The OPC submitted its 
interim report in January 1975 
and its final report in Novem¬ 
ber 1976. The decisions on 
various recommendations of 
the OPC came into force from 
December 16, 1977. In ap¬ 
proving the prices of indi¬ 
genous (onshore) crude oil 
and indigenous (offshore) crude 
oil, the government has kept 
in view the facts that a size¬ 
able portion of the country's 
requirements of crude oil and 
deficit products, the prices of 
which arc rising, are still im¬ 
ported and that there is need 
to maintain the price line to 
the maximum extent. It has 
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also t^en decided that fluctu- 
atioos in the rate of dollar— 
rupee exchange would not 
affect the prices. 

Imiiroved 

Telecommunication 

The Posts and Telegraphs 
department has added 38,000 
direct exchange lines to its net¬ 
work during the period April 
1, 1977 to September 30, 1977. 
558 route kms of coaxial 
cable system and 735 route 
kms of microwave system were 
also laid during the period. 
New additions to the tele¬ 
communication system as 
given below were inducted into 
the network during the last six 
months : Addition of tele¬ 
phone capacity 25,000 lines, 
Telecom connections (Direct 
Exchange lines) added 38,000 
lines. Trunk Automatic Ex¬ 
changes 1, STD Routes 
(point to point) 5, Manual 


Names in the News 

Mr S.N. Bhat, former direc¬ 
tor Finance, Railway Board, 
has taken over as Finance 


Trunk Boards 71, Coaxial 
Cable system S58 route kms, 
Microwave systems 735 route 
kms, Telegraph oflQces 112, 
Long Distance PCOs 157, 
Telex Exchanges 4, Telex con¬ 
nections 547. 

The following two program¬ 
mes to improve the communi¬ 
cation services have been com¬ 
menced during the last six 
months : (a) Check and over¬ 
haul of internal exchange 
equipment in all telephone sys¬ 
tems in a phased manner; (b) 
to check and overhaul at least 
50 per cent of subscribers 
telephone and fittings. Both 
the above works are in pro¬ 
gress. 

New Schemes 

Postal schemes included the 
opening of more post offices 
and upgradation of a number 
of existing extra departmental 
branch post offices into de¬ 
partmental sub-bflSces. Ins¬ 
tallation of additional 100,000 
letter boxes, covering of about 
50,000 additional villages 
through mobile post offices, 
appointment of more agents 
sale of postage stamps and for 
postal stationery in villages, 
extension of daily delivery 
scheme to more villages in 
the country. 

It is planned to undertake the 
following main development of 
telecom works during 1978-79 : 
Addition of telephone capacity 
2.10 lakh lines; Telephone 
connections (Direct Exchange 
Lines) 1.92 lakh lines; 
Trunk Automatic Exchanges 3; 
STD routes (Point to point) 
20; Manual trunk boards 662; 
Coaxial cable 2624 route kms; 
Microwave systems 3914 route 
kms.. Telegraph offices 2300; 
Long Distance PCOs 2200; 
Telex Exchanges 41; Telex 
connections 1800. On the 
postal side also the programme 
is quite ambitious. 



Mr S. N. Bhat 


director of Oil India. Fifty- 
year-old Mr S.N. Bhat was 
Financial adviser and Financial 
controliler of OIL during 
1969-72. 
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The 

Polypropylene 


Unique hinge 
characteristics 

Polypropylene integral hinges, 
actually strengthen with use 
and permit one’piece mouldina 
of two parts. 


Polyoropylene. a new performance 
thermoplastic, is now available at • 
competitive prices. Brought to you 
by IPCL . 

Polypropylene can be extruded or 
moulded to suit diverse requirements for 
any application: from rugged sacking to 
thin. Clear film; strappings to ball pen 
refills; fine fibres for fabrics to strong 
monofilaments for marine ropes; fan 


.High heat 
resistance 

Polypropylene products can 
withstand temperatures upto 
110''C without losing shape Of 
much strength. 


blades to impellers for pumps; medical 
syringeb to textile bobbins; motor 
housifiijs to even vacuum flask casings.. 
Yes. the range is simply endless. 

Polypropylene comes in a wide range of 
grades and is available in commercial 
quantities backed by IPCL's technical 
assistance. For all your requirements of 
Polypropylene, no matter how large or 
small, just get in touch with IPCL. 


Regional Offices of Indian Pelrocheiriicats Corporation Limited 

' Mission Road. 660 027. Phone? 70722/74721. 

* isiarirnan Point. 400 021. Phone: 231648/231478. 

Schi S.' Cenire. 3id rioo'.33-A Chowiinghee Road. 700 071. Phone: 2 ! 3616/212366.^ 

NEW DELHI; Hii.^^laya House, 2nj Moor. 23. Kosiurba Gandhi Marg, 110 001, Phone. 46818/44t67*/ 
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A Blend of 
Econonny & 
Performance 



Good looks 

Polypropyleno's high surface .. 
gloss and abrasion rcsisrance hetpl' 
products retain their attractive 
looks for years. 



Strong, 
yet fight 

Polypropylene has an outstanding 
blend of mechanical properties 
to perform tough jobs—yet 
remain the lightest among major 
thermoplastics. _ - 



Write now and find out all you want from.. 
Marketing Division 
Indian Petrochemicalt 
Corporation Limitad 

(A Government of India Undertaking) 

P.O. Petrochemicals 
Oist. Vadodaia 391 346 
GUJARAT 

Or your neaicst Regional 


IPCL for Polypropylene. The wonder-worker in industry. 
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COMPANY 

AFFAIRS 


Delhi Cloth Mills 

Dr Bfiarat Ram, chairman, 
:he Delhi Cloth and General 
Mills Co Ltd staled at the 
innual general meeting recent- 
y that in spite of various ap¬ 
peals to to the government, 
10 measures had been taken to 
mprovc the health of the tex¬ 
tile industry. He hoped that 
the government would realise 
he importance of the textile 
industry in the total economy 
of the country and take steps 
to improve its viability. In 
this respect, he added there is 
a ray of hope in the industrial 
policy statement made by the 
minister of Industries, where he 
has mentioned that he would 
like to see that where there arc 
price controls, the prices are 
reasonably remunerative. He 
indicated that the control of 
cloth pi ices has caused a great 
harm to the textile industry, 
though every effort was being 
made to improve the profitabi¬ 
lity of textile units. 

Dr Bharat Ram stated that 
in other industries the com¬ 
pany had done reasonably well. 
The new foundry has started 
commercial production. The 
product had been well received 
and he hoped that in times to 
come, I his industry would 
contribute its share to the 
growth of the company. 

Commenting on the recently 
announced industrial policy, he 
Slated that no one could argue 
with the objectives of the policy. 
A large industry, a small scale 
industry and a cottage industry, 
all had a role to play. But 
these various sectors were 


somewhat interdependent. 
One, therefore, had to be very 
careful that no sector failed, 
otherwise shortages would 
continue. He asserted that 
quality should not suffer, parti¬ 
cularly whiTC cither a medium 
scale or a small scale industry 
worked as an ancillary to other 
industries or where there was 
danger to health because of 
inadequate quality control. 

The other important aspect 
which would need the govern¬ 
ment’s attention, he said, was 
that if the small scale and cot¬ 
tage industries had to succeed, 
proper marketing has to be 
organised. The poor rate of 
growth in the past had been, 
in his opinion, not so much 
because of wrong policies in 
planning but very largely the 
failure had been in implemen¬ 
tation. If the present policy 
failed, he warned, it would 
again be because of failure in 
implementation. It required 
detailed administrative plan¬ 
ning and proper organisation 
for its success, he said. 

Shriram Refrigeration 

Sliriram Refrigcialion report¬ 
ed an increase in sales for the 
year ended September, 1977, 
from Rs 7.14 crorcs to Rs 9.32 
crores. The company has, 
however, incurred a loss of 
Rs 18.51 lakhs against a loss 
of Rs 2.58 lakhs in the preced¬ 
ing year. Afier providing 
Rs 16.28 lakhs for depreciation 
and Rs 1.35 lakhs for invest¬ 
ment allowance reserve, there 
is a debit balance of Rs 31.09 
lakhs against Rs 20.16 lakhs 
in 1975-76. After transferring 


Rs 46.38 lakhs from general 
reserve and writingbackRs 1.05 
lakhs from development rebate 
reserve, a debit amount of 
Rs 21.69 lakhs has been carried 
forward. Exports doubled to 
Rs 125.60 lakhs from Rs 63.34 
lakhs. 

The directors state that 
production of all the items 
except diesel engines improved 
during the year. The output 
of electric motors rose to 
2,927 from 1,725, hermetic 
compressors to 25,747 from 
13,708 and water coolers to 
3,542 from 2,357, but 
that of diesel engines fell 
to 14,857 from 14,961. While 
the demand for compressors 
and water coolers showed im¬ 
provement, disesel engines fac¬ 
ed a difficult period because of 
increasing competition from 
small-scale units. 

Consolidated Coffee 

Mr M.A. Sreenivasan, chair¬ 
man, Consolidated Coffje Ltd 
told the shareholders at the 
annual general meeting held 
recently that the income of the 
company of over Rs 6.5 crorcs 
sets a new record, breaking the 
record made in the previous 
year. The company, he added, 
was keenly aware that these 
records had been made despite 
the fact that the crops had 
shown no increase and had 
tended to be stagnant. The 
company realised that these 
abnormally high prices could 
not last, and that meanwhile, 
costs keep steadily going up. 

The vulnerability of the po¬ 
sition was revealed by the fact 
that if the company had receiv¬ 
ed the same payment per point 
for the crop of the year under 
review that it was paid less 
than five years ago, some of 
the estates would have been in 
the red and the income from 
coffee would have been disap¬ 
pointing. He, however, hoped 
that crops would no longer be 


stagnant and would show sub¬ 
stantial improvement in the 
coming year and thereafter as 
a result of intensive and exten¬ 
sive replanting undertaken by 
the company over the last ten 
years or more. 

Mr Sreenivasan welcomed 
central governments decision 
to reduce export duty. “It is 
a welcome indication of the 
fairminded responsiveness of 
the new government in Delhi 
that the export duty is used as 
a means of sharing windfall 
and not as a revenue demand 
and the duty was promptly 
reduced from Rs 22,000 to 
Rs 7,000 per tonne.” 

Paper Products 

Paper products has recorded 
improved results for the year 
ended July, 1977, but the divi¬ 
dend has been reduced from 
7.5 per cent to seven per cent, 
absorbing Rs 5.04 lakhs against 
Rs 5.40 lakhs in the previous 
year. As against an impressive 
increase of about 27 per cent 
in sales from Rs 480.72 lakhs 
to Rs 609.55 lakhs, the gross 
profit is up by 11.7 percent 
from Rs 18.77 lakhs to Rs 20.91 
lakhs. 

The .squeeze on profit 
margin is attributed to the 
clearance of backlog of paper 
stock at unreraunerative prices 
and sharp rise in open market 
prices of paraffin which affec¬ 
ted the profitability of the con¬ 
version division. Sales of the 
conversion division increased 
from Rs 391.62 lakhs to 
Rs 466.31 lakhs and of its 
paper mill at Roha from 
Rs 89.10 lakhs to Rs 140.24 
lakhs. Though the production 
of paper has increased modes¬ 
tly from 2,150 tonnes to 2,359 
tonnes, sales have jumped up 
from 1,926 tonnes to 3,854 ton¬ 
nes. Sales of the conversion 
division and paper have been 
maintained at substantially 
higher levels in the first five 
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months (August to Decemi)er 
1977) of the current year with 
a marked improvement in the 
profit margin. 

Kirioskar Cummins 

The directors of Kirioskar 
Cummins have recommended 
a dividend of 10 per cent for 
the year ended September 
1977, on the capital as enlarg¬ 
ed by 9 one.for-ono bonus 
issue as against 18 per cent 
paid previously on the old 
capital. According to prelimi¬ 
nary figures, the company’s net 
sales are unchanged atRs 27.40 
crores, but the profit before 
tax has slipped from Rs 4.73 
crores to Rs 3.11 crores, after 
providing Rs 96 lakhs 
(Rs 84.10 lakhs) for deprecia¬ 
tion. With investment allow¬ 
ance reserve claiming Rs 22 
lakhs (Rs 20 lakhs) and in¬ 
come tax including surtax 
Rs 1.58 crores (Rs 2.70 crores). 
the profit after tax comes to 
Rs 1.53 crores against the pre¬ 
vious year's Rs 2.03 crores. 
After adding back Rs 36 lakhs 
(Rs 66 lakhs) being excess pro¬ 
vision for the earlici year, the 
directors have transferred 
Rs 112.60 lakhs (Rs 190.07 
lakhs) to general reserve No 1 
and Rs 5.50 lakhs (Rs 18.70 
hkhs) to general reserve No 
II. The proposed dividend 
will require Rs 49.70 lakhs. 

Jay Electric Wire 

During the first year of its 
production Jay Electric Wire 
has achieved sales of Rs 30 
lakhs and has recorded a net loss 
of Rs 3.65 lakh after providing 
Rs 5.07 lakh for depreciation.- 
The working results during the 
year ended July 31, 1977, have 
been affected by a power-cut to 
the extent of 50 per cent. The 
company has received a letter 
of intent for substantial ex¬ 
pansion of annual capacity for 
tungsten filaments from 30 
million pieces to 90 rnillion 


pieces anci for tungsten wire 
from 60 million metres to 120 
million metres and for molyb¬ 
denum wire to 30 million 
metres. The company is tak¬ 
ing steps for the conversion of 
the letter of intent in to an in¬ 
dustrial licence. The proposed 
expansion is intended to be 
financed partly from term 
loans and partly from internal 
accruals. 

Modern Syntax 

Modern Syntex (India) 
Limited has commenced trial 
production at their mills at 
Alwar, a backward district of 
Rajasthan. The Rs 3.6 crore 
project with 11,520 spindles 
has been set up for the manu¬ 
facture of 1,300 tonnes of 
synthetic blended yarn per 
annum. The company hopes to 
reach 60 per cent of its com- 
mercial production capacity 
soon and full production by 
March, 1978. ' 

Indicarbh Alloys 

Indicarbh Alloys, which is 
setting up a Rs 4.30 crore 
tungsten carbide project at 
Hosur (Tamil Nadu), near 
Bangalore, will enter the capi¬ 
tal market in April with a pub¬ 
lic issue of 700,000 equity 
shares of Rs 10 each at par. The 
company's technical and finan¬ 
cial collaborators arc Adamas 
Carbide Corporation of New 
Jersey (USA). It holds an in¬ 
dustrial licence to hianufacturc 
SO tonnes of hard metals per 
annum. The company manu¬ 
factures a wide range of sophis. 
ticated tungsten carbide tips 
and tools as also titanium car¬ 
bide and nitrite coated inserts 
which have higher wear resis¬ 
tance resulting in longer tools 
life, compared to the conven¬ 
tional tungsten carbide inserts. 

The company will be intro¬ 
ducing, for the first time in 
India, solid titanium carbide 
tools, which is a recent deve¬ 


lopment overseas. The usage 
of tungsten carbide is being 
slowly replaced by solid tita¬ 
nium carbide in certain high 
speed finishing operations. If 
all goes well, commercial pro¬ 
duction is expected to start 
by April, 1979. According to 
Mr Khimji N. Mehta, chair- 
man, the company does not 
envisage any difficulty in mar- 
keting its products. The in¬ 
stalled capacity of the indus¬ 
try in India was 252 tonnes in 
1975-76 against the licensed 
capacity of 728 tonnes (includ¬ 
ing letters of intent for 174 
tonnes). The installed capa¬ 
city in 1979-80 is estimated at 
453 tonnes. I'he actual demand 
is currently placed at 400 
tonnes which is likely to rise 
in the coining years. 

ASEA 

ASEA Ltd will be entering 
capital market with a 
public issue of 617,500 equity 
shares of Rs 10 each at par. 
The issue opens for subscrip¬ 
tion on January 30. Mr S.L. 
Parekh, managing director, 
slated recently that the new 
products to be manufiictured 
at Nasik will add to the com- 
panys’ profitability from the 
very first year. As the govern¬ 
ment plans to double the 
power generating capacity 
within five years, the products 
to be manufactured by the 
company at its Nasik factory 
will partly meet the anticipat¬ 
ed growth in demand. The 
product range includes relays, 
minimum oil circuit breakers, 
induction furnaces, electronic 
control and supply units. 
Besides, the company already 
manufactures control and relay 
panels and LT and HT 
cubicles at its factory at Parel, 
Bombay, whose production is 
also being expanded. Trial 
production of circuit breakers 
and relay has already com¬ 
menced at Nasik and com¬ 


mercial production in a phased^ 

manner is scheduled to start; 

by April, 1978. The company | 

has achieved a turnover of^; 

Rs 606 lakhs during the period ) 

from January 1,1977, toj 

December 16, 1977. 

' ! 

Britannia Biscuit 

The Britannia Biscuit Co • 
Ltd will enter the capital i 
market with an issue of ; 
1,800,000 equity shares of: 
Rs 10 each at a premium of| 
Rs 5 per share. As many as ; 
1,150,000 equity shares of ! 
Rs 10 each at a premium of' 
Rs 5 per share arc being 
offered to the general public. 
The subscription list will open 
on January 31, 1978, and will 
close on February 10, 1978 
or earlier but not before 
February 2, 1978. The offer 
is open only to Indian 
nationals. The public issue has 
been fully underwritten. 
4,06,286 equity shares of 
R$ 10 each at a premium of 
Rs 5 per share are being 
offered to those members who 
are Indian nationals resident 
in India, 43,714 equity shares 
ofRslOcach at a premium 
of Rs 5 per share arc being 
offered to the employees of the 
company and 2,00,000 equity 
shares of Rs 10 each at a 
premium of Rs 5 have been 
reserved for allotment to Unit 
Trust of India, Life Insurance 
Corporation of India and 
General Insurance Corpora¬ 
tion of India. 

The object of the issue is to 
increase the Indian participa¬ 
tion in the company's equity 
share capital to over 60 per 
cent. The foreign shareholding 
in the company presently 
amounts to 55.01 per cent of 
the total issued and paid-up 
equity share capital. After the 
proposed issue the non-resident 
shareholding in the company 
will fall below 40 per cent. 

Britannia Biscuit has drawn 


EASTERN ECONOMIST 


173 


JANUARY 27, 1978 



up plans to broadbase its ope¬ 
rations. It proposes to enter 
into the field of leather gar¬ 
ments manufacture, mainly for 
exports. Mr K. Julian Scott, 
chairman, has disclosed that 
the company is at present nego¬ 
tiating with some parties in 
the UK, the USA and France 
for setting up an export-orient¬ 
ed leather garments unit in 
the country. It has also plans 
to set up a joint sector biscuits 
manufacturing unit in Thai¬ 
land. The company intends to 
participate in the equity capital 
of the Indc-Thai project to the 
i extent of the value of the 
I machinery to be exported from 
India. The chairman feels that 
i a number of Indian sick com¬ 
panies manufacturing food 
products could be taken over 
by the company. Some offers 
of the kind are under consi¬ 
deration of the company at 
present. 

Vazir Sultan 

Va/ir Sultan Tobacco has 
reported increased sales of 
Rs 105 crores during the year 
ended September 30, 1977, 

against Rs 95.51 crorcs in the 
previous year. Its gross profit 
hay increased marginally to 
Rs 5.40 crores from Rs 5.39 
crores. The directors have pro¬ 
posed a final dividend of ten 
per cent on the capital as 
increased by the three-for-five 
bonus issue. It paid an interim 
dividend of seven per cent for 
1976-77 and a total of 25 per 
cent for 1975-76. The total 
dividend distribution for 
1976-77 will amount to 
Rs 102.54 lakhs against 
Rs 94.25 lakhs. The directors 
state that the increase in excise 
duty from June 1977 hit the 
sales of the company's main 
brand of cigarette, Charminar. 
However, the launch of new 
brand—Charminar Gold filter 
has enabled participation in 
the rapidly expanding filter 


morket at a popular price. The 
company’s net profit for 
1976-77 amounts to Rs 1.75 
crores against Rs 1.57 crorcs 
after providing Rs 3.24 crores 
(Rs 3.29 crorcs) for taxation 
and Rs 41.24 lakhs (Rs 52.15 
lakhs) for depreciation. 

Modipon Rayons 

The Modis propose to set 
up a new rayon staple fibre 
plant in Andhra Pradesh. 
A new company, Modipon 
Rayons Ltd, has been 
promoted by Modipon Ltd 
for undertaking the project, 
which will have an installed 
capacity of 27,(K)() tonnes of 
rayon staple fibre per annum. 
It will also manufacture 23.000 
tonnes of sodium sulphate, 
30,000 tonnes of sulphuric 
acid and 6,000 tonnes of 
carbon disulphide for captive 
consumption. The cost of the 
project is estimated at Rs 48 
crores, which is proposed to 
be met by share capital of 
Rs 12 crores and term loans of 
Rs 36 crores. 

Nath Paper Mills 

Nath Pulp and Paper Mills 
is setting up a Rs 3.25 crore 
paper mill at Vahegaon, a 
small village near Paithan 
(Maharashtra). The company 
has imported a running paper 
mill from Scotland. Besides 
being cheaper than the locally 
available mills, the imported 
plant has larger production 
capacity for producing good 
quality paper and beards. The 
main raw material will be 
wheat straw and other agricul¬ 
tural wastes, which are avail¬ 
able in plenty in the vicinity of 
the plant. Water will be avail¬ 
able from the Jaikakwadi pro. 
ject which is only a few kilo¬ 
metres away from the project. 
The plant is expected to go 
into production by March 
1978. The company proposes 
to enter the capital market 


shortly to raise a part of its 
share capital from the public. 

Mafatlal Fina 

Mr Y.N. Mafatlal told an 
extra-ordinary general meeting 
of the Mafatlal Fine Spinning 
and Manufacturing Co that 
the company has been doing 
fairly well in the current year 
so far. Sales of the textiles 
division in the first nine 
months of the current year 
(April-December 1977) have 
been higher at Rs 42.53 crores 
against R$ 38.03 crores in the 
same period of the previous 
year and those of the chemi¬ 
cals division at Rs 6.66 crorc.s 
against Rs 6.12 crorcs. The 
chemicals division’s sales could 
not increase since the alu¬ 
minium industry, which is its 
major customer, has been 
running at much below its 
capacity due to acute power 
shortage. Things arc, however, 
expected to improve in the 
coming months. 

Chemicals and Fibres 

Chemicals and Fibres of 
India (CAFl) has received a 
letter of intent for expansion 
of its capacity from 6,100 
tonnes to 10,000 tonnes of 
polyester fibres per annum. 
Disclosing this, the company's 
chairman, Mr A.L. Mudaliar, 
told shareholders at the annual 
meeting in Bombay recently 
that the expansion would cost 
about Rs 2.3 crores and would 
be financed largely from 
internal resources. The expan¬ 
sion would be completed in 
about two years. The com¬ 
pany's board is confident of 
marketing expanded produc¬ 
tion though the indigenous 
industry has been passing 
through difficult times for the 
past year or so because of free 
import licences issued to textite 
mills. The overall market for 
polyester fibre has grown con¬ 
siderably and demand during 


1976-77 was placed around 
32,OCX) tonnes against 20,000 
tonnes in the previous year. 

The expansion is not linked 
to foreign shareholding in the 
company which currently 
accounts for about 55 per cent 
of the equity capital. It can 
continue to retain foreign 
holding at the current level 
under FERA. Meanwhile the 
price real'sation for the com¬ 
pany’s polyester fibre has 
dropped considerably during 
the current year because of 
continued heavy imports of the 
material at cheaper prices. Its 
net sales during October- 
December, 1977 have totalled 
Rs 5.50 crores against Rs 7.66 
crores during the correspoding 
quarter of last year. Its gross 
sales, including excise duty, 
have been placed at Rs 11.54 
crores against Rs 14 crores. 
This is in the face of the main¬ 
taining of production, which 
totalled 1,661 tonnes against 
1,634 tonnes in the same 
quai ter of last year. 

Larsen & Toubro 

The works of Larsen & 
Toubro Limited at Powai, near 
Bombay, resumed operations 
on January 19, 1978. The 
management had suspended 
operations at tlic Powai Works 
from November 27, 1977 on 
account of intense trade union 
rivalry which had taken a 
violent turn, creating a threat 
lo the safety of the workers 
and posing a law and order 
problem. The management has 
appealed to the workers to 
abjure violence and to solve 
their differences amongst 
themselves in a peaceful and 
democratic manner. 

South India Shipping 
Corp Ltd 

In our issue dated December 2, 
1977, in the Chairman's speech, in 
the last column under the head 
Indian Tonnage the figure 8.53 
million DWT should read as 8.38 
million DWT^ 
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Indirect taxation enquiry 
committee report 


RECORDS 


AND 


STATISTICS 


The Jha Committee has submitted part II of its 
report on indirect taxation with a plea for a value added 
tax at the manufacturing stage in which appropriate 
credit for tax aiready paid on inputs is given. 


The iNDtRECT Taxation En¬ 
quiry Committee was set upon 
July 19, 1976, and consisted of 
Messrs L. K. Jha (Chairman), 
M. V. Arunachaliim, (Dr.) 
Raja J. Chclliah, J. Sen Gupta, 
O. B. Newalkar, (Dr) Man- 
mohan Singh and K. Nara- 
simhan. Shortly thereafter 
Mr S.S, Marathc took the 
place of Dr Manmohan Singh. 
Part 1 of the report which sets 
out the main conclusions and 
recommendations of the com¬ 
mittee and the reasons behind 
them has already been releas¬ 
ed and the main conclusions 
and recommendiitions of the 
commitce are briefly suma- 
rised below. It will be for the 
government to consider and 
decide when part If of the 
report will be made public. 

Steady Increase 

In a developing country 
like India in which direct tax¬ 
es like income tax can fall 
only on a small proportion of 
of the population, the reliance 
on indirect taxation which 
reaches the masses for mobi¬ 
lising resources has been in¬ 
creasing steadily and in 1976- 
77 they accounted for nearly 
80 per cent of total tax 
revenues. The share of in¬ 
direct taxes in India is appre¬ 
ciably higher than the average 
share of such taxes in many 
developing countries as well 
as industrialised countries. 

The committee was not 


called upon to express any 
views on the total burden of 
indirect taxes on the com¬ 
munity as this is a matter en¬ 
tirely for government and 
parliament to determine hav¬ 
ing regard to all relevant 
factors. The committee’s 
charter was to look at the 
structure of indirect taxation 
in India. Some of the weak¬ 
nesses and the remedies the 
committee has suggested are 
set out below. 

4 . 

Widening the Base 

The committee found that 
an increase in the national 
income resulted in a less than 
proportionate increase in tax 
revenues. As a result, even to 
ensure that indirect taxes 
brought the same proportion 
of the national income to the 
exchequer—which would mean 
noincrc'ise in the relative tax 
burden—tax rates had to be 
raised from budget to budget. 
To remedy this situation and 
to impart greater elasticity to 
revenues, the committee has 
recommended much greater use 
of ad duties in place of 

specific duties and also a 
widening of the tax base. 

Sales taxes as well as customs 
duties are mainty ad valorem 
and have an extensive cove¬ 
rage. The revenues from 
these have shown greater elas¬ 
ticity than excises which arc 
the most important in terms of 
revenue of all the indirect tax¬ 


es. The excise base too has 
b^en widened to cover al¬ 
most the entire range of 
manfufactured products sinc^ 
1975. 

With an increasing number 
of products being subjected 
to excise duties, the whole 
indirect tax system would 
achieve an adequate measure 
of elasticity. This would 
mean that as the economy deve¬ 
lops and the national income 
grows, revenues would rise at a 
rate proportionate to the growth 
in national income, if not 
higher. The occasion to raise 
duties would then only arise 
when it is proposed to raise the 
tax burden on the community. 
The time is, therefore, oppor¬ 
tune for undertaking a rationa¬ 
lisation which would bring in¬ 
to being a tax structure which 
would have stability and not 
need to be altered too fre¬ 
quently. 

First Objective 

In evolving such a tax 
structure, the first objective 
most naturally should be to 
keep its incidence on lower 
income groups as low as it can 
be, consistent with the require¬ 
ments of revenue, while having 
higher rates of taxation on 
products consumed by those 
higher up in the income scale. 
While such an objective has 
been kept in view in respect 
of nominal levies on indivi¬ 
dual products, in actual fact, 
this objective has frequently 
been frustrated by the levies 
on different inputs which arc 
used in the manufacture of 
different products of consu¬ 


mer interest as well as by the 
fact that different taxes levied 
by different authorities impinge 
on the same product. 

Higher Burden 

In consequence the total bur¬ 
den on the consumer is usalJy 
much higher than the rates of 
tax imposed on final pro¬ 
ducts. The levy of taxes 
on taxes and higher profit 
mark-ups and financial 
burden due to the need 
for a larger amount of work¬ 
ing capital resulting from 
multistage excise and sales 
taxation of inputs contribute 
to an all-round escalation of 
costs and profits. Extensive 
taxation of inputs has caused 
divergence between the nomi¬ 
nal rates on final products and 
the cumulative rates on them. 
A heavy tax at the input stage 
also lends to be regressive. It 
encourages out manufacturers 
to produce more of expensive 
varieties of the same input. 
Taxation of inputs also 
tends to encourage vertical 
integration, the manufac¬ 
turer producing more and 
more of the inputs needed by 
him rather than buying these 
from ancillary industries. Taxa¬ 
tion of inputs affects exports 
adversely inasmuch as it be¬ 
comes a part of the costs of 
production. 

The effectiveness of the 
drawback system is eroded as 
it becomes virtually impossible 
to calculate exactly the total 
quantum of indirect levies on 
a product which is to be ex- 
ported. Further, sales taxes 
and octroi duties are not taken 
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into account in the drawback 
calculations, while the states 
gencally extend only limited 
concessions in respect of in¬ 
puts under their sales tax 
systems. 

The committee undertook a 
study of the incidence of in¬ 
direct taxation by the centre 
and the states on inputs 
as well as final products 
based on the consumer ex¬ 
penditure survey conducted 
by the National Sample Sur¬ 
vey Organisation. It found 
that in terms of percentage of 
expenditure, the tax burden as 
a whole appeared to have been 
distributed in a progressive 
manner, both among rural and 
urban households taken sepa¬ 
rately. The burden on the 
urban households was distinct- 
ly higher than on the rural 
households in the correspond¬ 
ing expenditure classes. Among 
the food products the excises on 
sugar and the sales tax on 
foodgrains and atta affected all 
expenditure groups and 
appeared to be regressive with 
respect to total expenditure. 
The taxation of certain inter¬ 
mediate products, such as iron 
and steel, diesel oil and tyres 
and tubes place a burden on 
almost ail expenditure groups, 
even though the incidence of 
these taxes turns out to be pro¬ 
gressive. 

Resource Allocations 

Apart from the burden it 
imposes on different income 
groups, the soundness of the 
tax structure has to be judged 
by its economic impact. Differ¬ 
ent levies on products which 
cater to the same income 
groups and different levies 
on inputs which can be 
used for producing the 
same goods, influence the 
choices of the consumer 
and producer. Such interfer¬ 
ence, when it is intended to 


conserve resources which are 
scarce and to encourage their 
replacement by those which 
are more plentiful, can be a 
purposeful use of indirect 
taxation to ensure conformity 
with national priorities. But 
when such interfeiencc is acci¬ 
dental, it can result in distor¬ 
tions and uneconomic alloca¬ 
tion of resources. 

Rate Categories 

Indirect taxation should be 
non-discriminatory in so far 
as the objective is to raise 
revenue; but where interven¬ 
tion is called for, indirect 
taxation may be selective 
ly used for causing diversion 
of resources through changes 
in relative prices. Where 
there is no special reason for 
interference, like products 
should be taxed in a non-dis- 
criminatory of fashion. While 
consumer goods largely con¬ 
sumed by upper income 
groups should be taxed at 
higher rales to ensure pro¬ 
gression and to restrict the 
flow of investment in to the 
production of non-essential 
goods, it would be desirable to 
apply the same high rates to the 
entire range of products, in 
this class, unless there are good 
social or economic reasons 
for introducing differentials. 
A plethora of rates makes 
tax administration as well as 
tax compliance a complicated 
matter. Various consumer 
products should, in course of 
time, be fitted into four or 
five (cumulative) rate cate¬ 
gories. 

In deciding whether a pro¬ 
duct should be subjected to a 
high, medium or low rate of 
taxation, account will have to 
be taken of the income groups 
consuming it—those consum¬ 
ed more or less exclusively by 
upper income groups being 
taxed at higher rates than 


those consumed predominant¬ 
ly by lower income groups. 
However, in such an attempt 
there should be no a priori 
presumption that products of 
modern technology, such as 
cloth made mainly or wholly 
of artificial fibres or goods 
made of plastics, are of ex¬ 
clusive interest to the rich. 
Whether the product is cheap 
or expensive should be the 
main criterion in deter¬ 
mining whether it should be 
considered as being primarily 
consumed by the poor or the 
rich and for this purpose the 
yardstick of price before tax 
would be the best one to 
apply. 

Relief Provisions 

As regards levies on inputs, 
its main function should be 
to tax those producers who 
are themselves outside the 
network of indirect taxation as 
well as those used for replace¬ 
ment consumption. When such 
inputs are used by manufac¬ 
turers who pay tax on the final 
product, arrangements should 
be made to give them credit 
for the tax already paid on the 
input. Provision for giving 
such relief in regard to excises 
already exists, particularly 
under rule 56A of the Central 
Excise Rules. Fuller and more 
extensive use of this provision 
would be desirable, the rates 
on the final product being 
enhanced where necessary and 
appropriate. 

There are good reasons why 
capita] goods as a class should 
not be subjected to indirect 
taxation. Because taxation is 
supposed to provide resources 
for investment and to the 
extent that it raises the cost of 
investment, its net contribu¬ 
tion getp reduced if not nulli¬ 
fied altogciher. However, in 
Indian conditions a small levy 
on capital goods can be defend¬ 


ed from some some other points 
of view. However this rate 
should be low. 

Differential levies can also 
be used for encouraging or 
discouraging investment in 
particular fields. Sometimes 
on short term considerations, 
e.g., when scarcities develop 
and there is a possibility of 
abnormal profits being made, 
the excise duty can be raised 
to restrain demand and curb 
profits. Care should be taken 
to ensure that such levies are 
not, on revenue grounds, 
continued after their economic 
purpose has been served. 

Much of what has been 
said above has special rele¬ 
vance to excise duties. Purely 
from the revenue angle, im¬ 
ported products must also bear 
the same levies as indigenous 
products do. However a 
higher levy would be justified 
to the extent that it may be 
needed to protect domestic 
industries from foreign compe¬ 
tition or to conserve foreign 
exchange. 

Import Duties 

The present level of import 
duties which had been hiked 
up in a situation of acute 
foreign exchange shortage ap¬ 
pears to be too high. As 
a result high cost unecouomic 
industries have come into 
being. Duties on intermediates 
and machinery particularly 
will have to be brought down 
to lower levels. In view of the 
substantial revenues involved, 
this could be attempted in 
phases. The loss of revenue 
will get partly compensated by 
larger imports coming in as 
well as through the excise 
revenues derived from higher 
domestic production. To the 
extent that on revenue consi¬ 
derations relatively high cus¬ 
toms duties on intermediates 
continue to be imposed, pro- 
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cedures tor relief from input 
taxation which are available 
for excises should also be ex¬ 
tended to imported duties in 
relation to a limited number of 
products in whose cases cascad¬ 
ing and other distortions seem 
to be particularly severe and 
harmful. 

Having spelt out its genera] 
ideas about the ways in which 
the excise duties and customs 
duties should be rationalised 
the committee has left to 
government to decide what 
particular rates should apply 
to particular products. How¬ 
ever it has made detailed stu- 
‘ dies about the different ways 
in which the taxation of cer¬ 
tain produts like textiles, cer¬ 
tain inputs like metals and 
plastics and certain services 
like transport, affects the con¬ 
sumer and the economy gene¬ 
rally. 

If the rationalisation mea¬ 
sures, which the committee 
has recommended and parti¬ 


cularly tke reduction of duties 
on inputs, may- entail a loss 
of revenue, such loss can be 
recouped by making appro¬ 
priate increase in the rates on 
the final products. The com¬ 
mittee has also suggested that 
the pace of change may well 
be spread over three years or 
so. In many instances, 
a reduction in the rate of 
duty may have no adverse 
effect on revenue if as a result 
the production goes up. 

The committee has paid 
special attention to the ways 
in which encouragement can 
be given to small producers 
through concessional rates of 
taxation. It has noted that 
there arc very large number 
of notifications each providing 
for a tax concession varying 
from product to product and 
applying different criteria in 
respect of each. The com¬ 
mittee feels that the value of 
production of a unit^would be 
the most rational basis for 


granting concessions to smal¬ 
ler producers. There should 
be a total exemption from ex¬ 
cise up to to a certain value 
of production; any excess over 
it should be taxed at a con¬ 
cessional rate subject to an 
upper limit, beyond which the 
excess should be liable to 
normal rates. Where the 
production reaches a suflS- 
ciently high level in a given 
year, the producers should be 
subject to the normal rate of 
taxation from the following 
financial year. 

The committee has also 
recommended lhat the scheme 
of simplified procedure for 
small producers at present 
applicable to 46 industries 
needs to be improved and 
extended over a much wider 
field. 

In regard to the sales tax, 
the committee has observed 
that a decision on the final 
choice regarding the future 


role of the sales tax systefii, 
as to whether it could be made 
a centra] subject to bring 
about an integrated . and 
rationalised system of indirect 
taxation on domestic produc¬ 
tion and consumption extend¬ 
ing from the manufacturing 
to the retail stage or whether 
it would be enough if the 
existing systems themselves 
are reformed as so to free them 
from most of their weaknesses, 
has necessarily to be political. 

It has expressed the view 
that the excise system, despite 
the considerable widening of 
the base in recent years, is 
still not, and cannot also 
become, universal in coverage. 
The sales tax on the other 
hand is much more in the 
nature of a general tax cover¬ 
ing all commodities except 
those where the intention 
is to spare the consumer. 
Primafacie there is a strong 
case for preserving sales taxes 
in addition to excise duties on 
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the ground that both play 
distinct roles. 

However Jor the sales tax to 
be retained, its scope should 
be suitably amended to ensure 
that the taxation of inputs does 
not impinge in the way that it 
does today on the costs of 
production of final products. 
This objective could be 
achieved and the sales tax 
could be made to play a 
distinctive and complementary 
role to excises rather than 
get enmeshed as it does today 
with the excise levies, if a 
single point sales tax at the 
last stage were to be imposed 
by each state. 

Line of Demarcation 

In order that the sales 
taxes do not impose an 
irksome burden on small 
sliopkecpers, the limit of 
turnover of or above Rs 2} 
lakhs prescribed by the income 
Tax Act for compulsory 
maintenance of accounts could 
be taken as a line of demarca¬ 
tion for purposes of com¬ 
pulsory registration of dealers 
for sales tax purposes with 
provision for compulsory 
registration without limits for 
manufacturers and importers. 
The law should also provide 
for voluntary registration 
of dealers whose turnover is 
less than Rs 2.5 lakhs. 

Manufacturers, wholesalers 
and importers who sell their 
goods to dealers not registered 
under the Sales Tax Act will 
charge them sales tax at the 
appropriate rate, but the 
unregistered dealers’ sales 
themselves would not be 
subject to sales tax. 

The committee has drawn 
attention to the fact that the 
rate of tax on inter-state sales 
which was originally fixed at 
one per cent but has since been 
raised to four per cent seems 
to have gone against its basic 
rationale, namely, that while 


some rtvenuc skould accrue to 
the exporting state, the tax 
should not result in a signifi¬ 
cant burden on the importing 
state. 

The committee has also 
recommended measures to 
bring about greater uniformity 
in rates and particularly in the 
sales tax laws and the forms 
prescribed under them in 
different slates. 

The committee has drawn 
attention to the harmful and 
obnoxious features of octroi 
levies and recommended its 
abolition. Resources for the 
upkeep of municipal areas 
consequent on the abolition of 
octroi should be found by 
taxation by the local authori¬ 
ties or by the state govern¬ 
ment; the burden of 
compensation should not be 
passed on to the cenirc. 

Commodity Taxation 

If commodity taxation is to 
be its substitute, the levy 
should be made by the stale 
rather than by municipal 
bodies. A flat turnover tax 
with its rate being limited to 
less than one per cent would 
be a viable alternative. If 
necessary, the abolition could 
be given effect to in a phased 
manner, the national highways 
being freed of them to start 
with and the levies in the 
metropolitan cities being 
removed at a later stage. 

In regard to procedural 
matters, the committee has 
emphasised the importance of 
imposing statutory time limits 
in respect of the following : 

(a) Approval of classifica¬ 
tion and valuation; 

(b) Sanction of refunds, 
rebates and drawbacks of 
excise and customs duties; 

(c) Finalisation of provi¬ 
sional assessments and 
assessment documents; 

(d) Decisions in short 

assessment demands for each 


of the above different time 
limits could be stipulated. 
It has also expressed its views 
on a number of issues which 
often become the subject 
matter of dispute between the 
assessees and the tax authori¬ 
ties and suggested that 
government may make appro¬ 
priate amendments to the law 
and eliminate doubts and 
litigation. 

The committee has also 
recommended that it would be 
desirable to set up an indepen¬ 
dent body to hear appeals 
which would inspire public 
con/idcncc as has been done in 
the case of income tax. 

Once the indirect tax system 
has been rationalised on the 
lines recommended above, the 
way would be open to consi¬ 
der the next step, namely, a 
switch-over to the value-added 
tax system which has been 
adopted in many developed 
and developing countries. 
The advantages of such a 
system are many and widely 
recognised. The main pro¬ 
blems arc two. 

Single Authority 

In India wc Jiave both 
central and state levies. 
A single tax to replace both 
cannot be contemplated unless 
all the indirect levies become 
the responsibility of one 
authority. As things are, it 
would be best to think of a 
value added tax applied 
at the manufacturing stage 
(MANVAT). This will mean 
that formally it will be applied 
at the manufacturing stage in 
lieu of the present excise 
system in a manner which will 
ensure that while inputs 
continue to be taxed, appro¬ 
priate credit for tax already 
paid is given at each stage and 
the final levy on the product 
will be the same as the rate 
applicable to the end 
product. Thereafter sales 


Uxation would begin to apply, 
in course of time MANVAT 
could be extended to cover 
imports. 

The second major consi¬ 
deration is the administrative 
one, because the operation of 
MANVAT depends on proper 
accounting systems being 
maintained at all stages. 
This may understandably 
present problem for a signifi¬ 
cant number of industries. 

Scope of MANVAT 

Under Indian conditions it 
would be preferable to keep a 
certain number of industries 
outside the scope of MANVAT 
and continue on them the 
present system of excises. 
These arc industries in respect 
of whose final products not 
much cascading is involved as 
well as those whose products 
have to be taxed at special or 
at high rate for economic or 
suptuary reasons. These 
will include petroleum pro¬ 
ducts, tobacco and tobacco 
products, sugar, coffee, lea 
and matches. 

The introduction of 
MANVAT in the first instance 
could be confined to three 
or four industries which 
produce final products, like 
automobiles and diesel engines, 
where there is evidence of 
considerable cumulation of 
levies. Such a pilot project 
would enable tax administra¬ 
tion to identify problem areas, 
test out procedures and study 
the reactions of taxpayers. 
Studies have revealed that a 
VAT confined to the manu¬ 
facturing level would not be 
beyond the capacity of tax 
authorities in India. In the 
interests of safeguarding 
revenue, it is necessary to 
establish the workability of the 
new system before its wides- 
spread application is contem¬ 
plated. 
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Power and performance 

At the Power ministers’ conference held in New Delhi in the last week of January, 
Mr Moraiji Desai did some plain speaking and Mr George Fernandes some blunt 
speaking. The prime minister held the state governments responsible for the poor 
performance of the state electricity boards and sternly warned them against manning 
these boards on political considerations. It is of course quite true that a high degree 
of professionalism is greatly needed in the planning, building and management of 
power facilities and the sooner this imperative is recognised and its implications given 
effect to, the better it will be for the country’s economy. But, then, is the central 
government itself above reproach in the matter of keeping political considerations out 
of its decisions relating to those high appointments or nominations which need to be 
made on non-political grounds and on the basis of merit and qualifications? There 
have certainly been cases recently where it could be said that the government which 
Mr Desai heads has not practised what Mr Desai has preached to state governments. 
This, however, cannot be an excuse for state governments, which are primarily res¬ 
ponsible for providing adequate power supplies to agriculture aud industry, not 
turning over a new leaf in ensuring that the stat.: electricity boards are so constituted 
that they are iu fact able to discharge their functions with integrity and efficiency. 

This could of course be only one of the steps that will have to be taken towards 
reforming or reinvigorating the power generation and distribution systems. It is equally 
necessary that the managerial and technical personnel, especially at the higher levels, 
are selected for their particular jobs or posted at their particular places in terms of 
the interest of the institutions they serve rather than because influence has been at 
work, h is also essential that the power portfolio should not be treated as a junior 
ministerial charge and that, at least in the states where power supply has been allowed 
to become chaotic, the chief minister himself should take over the portfolio for a 
period. Here again the prime minister may have to consider whether some kind of 
a lead should not be given by New Delhi itself. 

The Energy minister, Mr P. Ramachandran, has indicated that a high-power 
committee will be set up shortly on an all-India level to make practical recommenda¬ 
tions for rationalising th: tariff structure and improving the working of state electricity 
boards. His observation that the main function of this committee would be to review 
the financial norms under which electricity boards have been working so that losses 
might be avoided in the future may however occasion some disquiet in a situation 
in which generating capacities are being under-utilised to an extent of between 40 and 
SO per cent by the various state electricity boards, transmission losses are unconscion¬ 
ably heavy and breakdowns and unscheduled power shedding disturbingly frequent. 
The raising of tariff in the name of rationalisation could only be piling injury on the 
injury already done to various categories of consumers. It is not argued here that 
the power tariff should not be revised so that it may be properly related to costs or 
returns on investment. But it is only fair and reasonable that financial norms should 
not be arbitrarily fixed without reference to performance norms. Indeed any objective 
observer of the power scene today could have no difficulty in concluding that the 
setting up of performance norms and their strict observance should precede the imposi¬ 
tion of financial norms. Otherwise the so-called rationalisation of the power tariff 
would in fact mean charging electricity consumers more for the services which in fact 
are not being rendered to them. In this view of the problem, Mr Ramachandran’s 
promise to set up a task force under the central electricity authority for advising on 
the measures needed for the maximisation of capacity utilization of power plants is of 
course highly relevant. 

The Industry minister, who has been displaying commendably keen interest on 
the expansion of power facilities, is known to be serious about a time-bound pro¬ 
gramme for the installation of new power plants. Although additional power 



generation will mostly be in the public 
sector, a substantial contribution can and 
must come from the private sector as well. 
Apart from the efforts that might be 
forthcoming from the limited private sec¬ 
tor already existing in the power genera¬ 
tion industry, full scope should be given 
for the inst^lation of captive power plants 
by industrial consumers. In addition—and 
tUs is very important if power expansion 
targets are to be hit—private parties who 
show interest in entering the power gene¬ 
ration business should be encouraged to 
build large power stations for generating 
electricity and distributing it both directly 
and through the state electricity boards. 

There is a notion prevailing at present 
that large power plants cannot be built 
within periods much less than four years. 
This notion must be got rid of because, as 
a matter of fact, the business and techno* 
logy of constructing power plants have 
advanced so much that big power facili- 


The imposition of sales tax continues to 
be a controversial issue. While the 
industry and trade desire its abolition or 
at least replacement by a central tax in 
the form of additional excise duty—the 
latter being favoured even by the central 
government—the slate governments are 
chary of surrendering their right to levy 
this impost, as they find in it the most 
elastic source of revenue for them. 
Interestingly enough, the Indirect Taxa¬ 
tion Enquiry Committee, headed by the 
governor of Jammu and Kashmir, Mr 
L.K. Jha, has expressed itself against the 
complete abolition of this tax, despite its 
complexities. In this committee’s view, 
sales tax being of the nature of a general 
tax covering all commodities, except 
those where the intention is to spare the 
consumer, there is a strong case for pre¬ 
serving it in addition to excise duties. 
Both the systems of taxation, it has stres¬ 
sed, play distinct roles. In respect of 
making sales tax a central subject, with 
the idea of bringing about an integrated 
and rationalised system of indirect taxa¬ 
tion of domestic production or consump- 


ties can be built in two years or even 18 
months. Here it may be very useful to 
enlist the services of foreign collaboration 
both in the supply d| equipment and the 
installation and commissioning of plants. 
Since power generation is in the core sec¬ 
tor, the government cannot have any ob¬ 
jection to this kind of foreign collabora¬ 
tion. A scheme of import credits to Indian 
parties showing interest in entering the 
power generation field could also help in 
the implementation of power expansion 
programmes. Under this scheme foreign 
exchange for the import of power plant 
and equipment could be released as loans 
to the Indian parties on their furnishing 
appropriate bank guarantees. The leeway 
to be made up in power generation is so 
great that resources and efforts will have 
to be activated on the largest po^tsible 
scale. While reforming or rejuvenating 
state electricity boards is important, they 
alone cannot deliver the goods. 


tion, extending from the manufacturing to 
the retail trade, the committee feels the 
decision necessarily has to be political. 

the proceeds from sales tax to the 
state governments aggregating to nearly 
Rs 2,500 crores annually and in view of 
the observations of the Jha committee’s 
report, complete abolition of this system 
of taxation apparently cannot be expected 
in the forseeable future, unless ways and 
means are found to compensate the states 
not only for the loss of revenue from this 
source but also some reasonable annual 
growth in the revenues of states is ensured. 
Attempts in the latter respect, indeed, 
have been made by the Finance minis¬ 
ter, Mr H.M. Patel, but without any 
success so far. This is in spite of the fact 
that replacement of sates tax by additional 
excise duties on three major items, namely, 
sugar, textiles and tobacco, has yielded 
wholesome results both from the trade 
and government points of view. Whereas 
the trade has been spared the botheration 
of collecting this tax at a good deal of 
time and expense, the state governments 
have been receiving increased revenues 


from the additional excise duties on these 
items year after from 

the additional excise duti^, it i^y be 
mentiemed, aie passed on in their ^tirety 
to the state governments or the union 
territories according to a specific formula. 

statts” objactlon 

The state governments have been object¬ 
ing to the extension of the list for the 
imposition of additional excise levies 
primarily owing to the reason mentioned 
above—the elasticity of this source of 
revenue for them. But there appear to 
be some other considerations also for 
their not agreeing to the substitution 
ofsales-tax by additional excise levies. 
Presumably, one consideration is the 
patronage involved and another is the 
semblance of the autonomy in state 
finances which sales tax provides. There 
are also differences of opinion on the basis 
on which the growth of revenue to the 
state governments can be ensured if sales 
tax is either abolished or replaced by a 
centra] impost. 

The genesis of the conflicting opinions 
about the basis of ensuring adequate com¬ 
pensation to the different states if sales 
tax is abolished or replaced by another 
form of indirect taxation is that the sales 
tax rates and structure vary widely from 
state to state, particularly in respect of 
non-essential items and the imposition of 
the tax at the intermediate stages of manu¬ 
facture. 

The rationalisation suggested in the 
sales tax system by the Jha committee 
deserves pertinent notice in the latter 
respect. In line with its opinion that 
despite the considerable widening of the 
base of the excise system in recent years, 
this system still is not, and also cannot 
become, universal in coverage, sales 
tax can be retained as a distinct entity, 
the committee has recommended only a 
complementary role for the sales tax 
system to that of the excise levies, rather 
than allowing it to get enmeshed, as it 
does today, with excise duties. The 
reason for this recommendation is that 
if sales tax is made a single point levy at 
the last stage, the cascading efibet of 
imposing it at the intermediate stages of 
production would be obviated. This, 
indeed, should have a very beneficial 


Sales tax rationalisation 


BASmN ECONOMIST 


184 


FEBRUARY 3. 1978 



effect cm the eoMomy. Another virtue 
the rrform will be that the state 
governments would be in a better position 
to determine whet kind of burden they 
should impose oa consumers in their 
jurisdiction in respect of different pro¬ 
ducts. 

It was wen of the committee to have 
drawn attention to the irksome burden 
that sales tax at present imposes on small 
shopkeepers. It has suggested that to 
eliminate this burden, the limit of turn¬ 
over 6f/or above Rs 2.5 lakhs should be 
prescribed by the Income Tax Act for 
compulsory maintenance of accounts as a 
line of demarcation for the purposes of 
compulsory registration of dealers for 
sales tax, with provision for compulsory 
registration without limit for manufac. 
turers and importers. The law, of course, 
may provide for voluntary registration of 
dealers whose turnover is less than Rs 2.5 
lakhs. Manufacturers, wholesalers and 
importers who sell their goods to dealers 
not registered under the Sales Tax Act, 
will charge them sales tax at an 
appropriate rate, but the sales of unregis¬ 
tered dealers will not be subject to sales 
tax. 

revorsal of trend 

The committee has expressed itself 
strongly against some state go\ernments 
trying to significantly burden the consu¬ 
mers in other states through this mode of 
taxation. It has drawn attention to the 
fact that the rate of tax on inter-state sales 
which was originally fixed at one per cent 
but has since been raised to four per cent 
seems to have gone against the basic 
rationale, namely, that while some 
revenue should accrue to the state export¬ 
ing a product, the tax should not result 
in a signi^cant burden on the importing 
state. It also points out that the present 
system has led even to avoidance of the 
tax altogether. The trend, therefore, 
ought to be reversed. 

The reconunendatfon that measures 
should be taken to impart greater uni- 
formity in the sales tax rates and parti¬ 
cularly in the sales tax laws and the forms 
prescribed under them in different states 
is unexceptionable. Tile idea behind this 
suggestion appears to be fbat not only 


leakage of revenue is contained but also 
upsets in trade channels and undue ha¬ 
rassment to traders are obviated. But 
these objective can be achieved in a better 


way iy extending the list of commodities 
subjected to additional excise duties, 
which will bring down the sales tax col¬ 
lection cost quite significantly. 


PATA in Delhi 


The TWENry-seventh annual conference 
of Pacific Area Travel Association 
(PATA) was held in New Delhi from 
January 23 to January 26 in an atmos- 
pherc of gaiety and splendour. When 
the prime minister, Mr Morarji Desai, 
came to inaugurate the conference on 
January 23, the atmosphere was brighten¬ 
ed by gaily clad buglars and folk dancers 
and the delegates from 70 different 
countries applauded in delight the uni¬ 
que manner of the beginning of this meet. 
The India Tourism Development Cor¬ 
poration staged a multi-media show com¬ 
posed of film slides, music and an artistic 
play presenting a panorama of this 
country^ scenic beauty, culture and 
crafts. 

While inaugurating the conference, 
Mr Morarji Desai observed that this 
country was interested in increasing 
tourist traffic not merely for having 
monetary benefits out of this trade, 
which he said was only incidental, as 
it could not solve the financial problems 
of a large nation like our$. True signi¬ 
ficance of tourism, he said, lies in the 
generation of goodwill and better under¬ 
standing among the peoples of the world. 
Mr Desai rightly added that in a world 


full of strife we should try to ensure 
that there would be no war. Tourism, 
therefore, should not be developed as 
an end in itself but as a means of bring¬ 
ing together different people from various 
lands. It would be necessary to evolve 
an ethos of tourism in relation to culture 
and changing life style of the visiting 
people. 

The prime minister highlighted the 
importance of providing facilities for or¬ 
dinary people to go about in the country 
in large numbers. In this context this 
country has been creating facilities at all 
levels for tourists of different economic 
status. Youth hostels and clean and 
comfortable but inexpensive hostels 
for the not-so-affluent and also four 
and five star hotels have been built 
in recent years, but more attention needs 
to be given to both categories of resi¬ 
dential accommodation in view of the 
rising inflow of tourists to this country. 

More facilities should also be provided 
not merely for amusement and for plea¬ 
sure but also keeping in mind the bene¬ 
fit the foreign visitor can derive through 
learning about the rich heritage and 
recent advances in art and culture in 
this country. The prime minister observed 
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Mahatma Gandhi is no more with us. A week 
ago this day ^a foul hand shot dead this great 
friend of humanity who bore no one any malice. 
Light then departed from the lives of millions all 
the world over and there was growing emptiness 
within. Such was the suddenness of the shock that 
the appalling tragedy scarcj^ly sgem^ believable 
and continues to be unreal to many. For over 


half a century all that Mahatnugi *ald and did 
had been woven into the texture of our daily life. 
He was always very near-^advising in difficulty, 
consoling in loss, admonishing for shortcomings 
but all the time inspiring, by word and deed, to 
noblest endeavour. A soon as his radiant presence 
was withdrawn there was an overwhelming sense 
of murky darkness, of faltering step and a certain 
lottofdirectioD. 
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that travel agencies had a vital role to 
play in organising tourism from this 
angle and they could do it better than 
the government agencies, though the 
latter could encourage the former in 
making their work easier and more 
effective. 

Mr J. R. D. Tata, chairman of Air 
India, speaking on the occasion about 
the trends in air transportation, stressed 
that the application of the new concept 
of long haul'international travel was likely 
to provide an important stimulus to the 
growth of air transport in the next decade. 
He added that though the budget fares 
recently introduced by the airlines were 
about one-third cheaper than the pre¬ 
vious lowest promotional fares, new 
means of saving money offered to the 
travelling public did not generate subs¬ 
tantial new traffic but diverted existing 
traffic to the reduced fares. 

With the advent of the Jumbos, Mr 
Tata suggested, time had come for a 
formal recognition of three-class concept 
of travel. In fact, the promotional fare 
structure during the last eight years had 
introduced the three-class concept, 
though in an untidy and unnecessarily 
complicated way. He proposed that 
the 747 and DC 10 planes and their 
future stretched versions were ideal 
vehicles for providing cheap fare travel 


in combinution with first and intermediate 
class. This system would reflect credible 
fare structure in which fare level would 
genuinely reflect the varying quality, com¬ 
fort and convenience. The three-class con¬ 
cept of air travel was essential because in 
the present concealed, complex and unfair 
pattern of fares, the high fare paying 
passenger was in effect discriminated 
against. The formalization of fares 
would probably lead to a more sensible 
and easily understandable pattern for the 
benefit of the tourists of all classes. 

Mr Tata predicted an annual growth 
rate of six per cent in world air travel 
while the ‘sky train’ type of cheap fares 
could raise the average growth rate to 10 
per cent in the number of travellers and 
eight per cent in revenne. This growth 
rate seemed to be entirely achievable pro¬ 
vided sufficient hotel accommodation was 
available to match it. In this context 
the construction of hotels in important 
places of tourist interest and development 
of holiday resorts could form an import¬ 
ant part of the comprehensive approach 
to this industry. Stress also needs to be 
laid on the development of approach 
roads to important places for the benefit 
of travel by coaches and automobiles. 
In fact if proper infrastructure including 
the facility to travel and stay could be 
made available, many attractive places 


which do liotf^ed even to be developed 
extensively, would appear on the tourist 
map. 

The PATA meet in Delhi decided to 
set up a special fhnd to stimulate 
tourism in this region. This was dis¬ 
closed by Mr M. Ramsden, the outgoing 
president of PATA, who indicated that 
the structure of the association was also 
being changed in order to make it more 
efficient. For instance the active mem¬ 
bers of tourism industry in this country 
would be granted representation on the 
board of directors of PATA. 

It was also decided at the meet to re¬ 
categorise the supplemental air carriers 
as active carriers. The list of associate 
members of the association was also 
proposed to be enlarged with a view to 
including numerous expert organisations 
such as advertising agencies, public rela¬ 
tions firms, sales promotion organisations, 
travel trade associations, organisations 
and firms involved in tourism develop¬ 
ment and educational and tourist orga¬ 
nisations. The meet, therefore, proved 
fruitful in both exposing this country 
to the world leaders of tourism and also 
in making PATA, one of the most 
effective representatives of tourism industry 
in the world, more responsive to the 
demands of this area. 
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Samachar at it again ? • lUlaneka wins the 
argument • A judgment of Importance • 
Prasidanf s broadcast-—behind the scenes story 


In Sbptbmbbr last year, Samachar 
completely suppressed reports on the 
hearings in the Supreme Court on Mrs 
Maneka Gandhi's passport problem. She 
had challenged the governmcnfs order 
impounding her passport. Though the 
issues raised went far beyond her prob¬ 
lem, and involved many vital issues relat¬ 
ing to freedom of speech, trade, profes¬ 
sion etc., Samachar completely blacked 
out any reports on the hearings before a 
seven-member constitution bench (Sep¬ 
tember 30, 1977). 

Now Samachar has outdone itself by 
distorting and misrcporting the Supreme 
Court's judgement on the case, published 
in the newspapers of January 26, 1978. 
It is also surprising that the capital's 
newspapers should have merely relied 
upon Samachar’s reports instead of 
just picking up copies of the judgments 
from the registry of the Supreme Court, 
where enough cyclostyled copies for the 
benefit of the press had been made avail¬ 
able, and doing a report themselves. 
Relying upon the Samachar report, one 
newspaper even went to the extent of 
headlining the news to the effect that 
the court has held that the right to a 
passport is not a fundamental right! 

drum beater 

The Samachar report of the judgments 
is either the result of its misreading due 
to ignorance of English language and 
law, or a case of deliberate distortion— 
Samachar having been a drum-beater of 
Mr Sanjay Gandhi during the emergency 
is now trying its best to put a distance 
between itself and Mr Gandhi and his 
family and curry favour with the current 
establishment. 

Par from Mrs Maneka Gandhi not 


having won her case, as the Samachar’s 
misleading intro, and headlines based on 
it, would imply, in fact she has not only 
won her case substantially, but in the 
process managed to extend the personal 
liberties of the citizens of our country in 
numerous other spheres. At one stage in 
the hearings, the Attorney-General con¬ 
ceded the illegality of the actions against 
Mrs Maneka Gandhi, and offered to have 
the case reviewed. If Mrs Maneka 
Gandhi had accepted the offer and with¬ 
drawn her case, she might even have won 
back her impounded passport immediately 
—instead of its being subject now to a 
maximum delay of another six months. 
But she chose to persist in her court peti¬ 
tion, and thus managed to get rulings 
from the court extending all cur personal 
liberties. She deserves the thanks of all 
of us (including Samachar and its emplo¬ 
yees whose freedoms too have been 
extended provided they understand it and 
are willing to fight for it). 

leading judgment 

The leading judgment in the case is by 
Justice Bhagawati, on behalf of himself and 
Justice's Untwalia and Murtaza Fazal Ali. 
Chief Justice Beg, and Justices Chandrachud 
and Krishna Iyer delivered separate but 
concurring judgments. Contrary to the 
Samachar report which makes it appear 
that Mr Beg delivered a dissenting judg¬ 
ment, he has merely dissented from the final 
order. All three have explained some of 
their individual reasonings, but all have 
agreed with the legal conclusions. Only 
Justice Kailasam dissented from the 
majority view. 

To give the background (to the legal 
situation after the passport case judg¬ 
ment now), for a long time, from the 


A.K. Oopalan judgment In 1950, the 
Supreme Court had laid down the law that 
various aspects of fundamental rights of 
a citizen were spelt out in various articles 
in Part III of the Constitution and a law 
purporting to deal with one aspect (as 
judged by the pith and substance) will be 
tested by the parameters of restrictions 
spelt out in that article. Once such a law 
is found to be reasonable, if it also affects 
other freedoms in other articles, the 
citizen will have no remedy. This doc¬ 
trine held sway, until it was upset by the 
R.C. Cooper case (bank nationalisation) 
when Chief Justice Shah delivered the 
majority opinion overruling A.K. Gopalan 
case. This reasoning was followed to some 
limited extent subsequently in two or 
three cases involving detentions. In the 
present judgments, the full scope and 
implications of the Cooper judgment, in 
relation to other facets of personal liber¬ 
ties (than property) have now been spelt 
out and is the law of the Itind, binding 
on lower courts, and on the Supreme 
Court, unless it overrules itself, and ap¬ 
plies to all executive actions and quasi¬ 
judicial and administrative tribunals and 
decisions. 

improper exercise 

The government, in impounding Mrs 
Maneka Gandhi's passport on the ground 
that her presence as a witness might be 
required by the Shah Commission, had 
refused to disclose the reasons to her on 
the ground it would be contrary to public 
interest to disclose it. The court ruled 
that no reasonable person could have 
taken this view and said **this is an ins¬ 
tance showing how power conferred on a 
statutory authority to act in the interests 
of the general public can sometimes be 
improperly exercised”. 

In 1967, the court (Justice Subba Rao’s 
judgment) held that the right to travel 
abroad is part of the liberties encompas¬ 
sed by Article 21 and hence a fundamen¬ 
tal right), and so the executive could 
not curtail that right by refusing a pass¬ 
port (or impounding it) without the 
authority of law. This aspect of the funda¬ 
mental right to travel abroad* has been 
upheld even now. The Passport Act of 
1967 was enacted to cure this defect. 

The court has now held that restrictions 
on liberties that could be placed under 
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Article 21 by ^'procedure establised by 
law*’ means the procedure could not be 
arbitrary^ unfair or unreasonable. The 
ineie fact of enactment of a law prescrib¬ 
ing some procedure would not do. The 
concept of reasonableness must be pro¬ 
jected into the procedure contemplated in 
Article 21. 

It must now be taken to be settled law 
that Article 21 does not exclude Article 19 
and that ‘‘even if there is a law prescrib¬ 
ing a procedure for depriving a person of 
‘personal liberty’ and there is consequent- 
ly no. infringement of the fundamental 
rights guaranteed by Article 21, such a 
law insofar as it abridges or takes away 
any fundamental right under Article 19, 
would have to meet the challenge of that 
article”. Also, any law relating to life 
and liberty under Article 21 must also 
satisfy the equality test of Article 14 and 
reasonableness is an essential element of 
the equality guaranteed under Article 14. 

natural justice 

Procedures prescribed must satisfy the 
test of natural justice. The principles of 
natural justice will apply, not merely to 
any judicial or quasi-judicial inquiry and 
function, but to any administrative 
inquiry. This is essential to ensure justice 
and prevent miscarriage of justice. This 
must now be taken to be settled law and 
“eve/i in an administrative proceeding, which 
involves civil consequences^ the doctrine of 
natural justice must be held to be appli¬ 
cable” (emphasis added). 

This doctrine has two facets or rules: 
The first is nemo debet esse Judex proprie 
cause or no one shall be a judge in his 
own cause. The second is audi alteram 
partem or no decision shall be given 
against a parly without affording a reason¬ 
able hearing. While this latter rule 
could not be imported to the extent of 
paralysing administrative processes or 
preventing prompt actions in public inte¬ 
rest by the administration “it must be 
remembered that this is a rule of vital 
importance in the field of administrative 
law and it must not be jettisoned save in 
very exceptional circumstances where 
compulsive necessity so demands. It is a 
wholesome rule designed to secure the 
rule of law and the court should not be 
too ready to eschew it in its application 
to a given case”. The person aifected (by 
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any quasi-jvdfeiai or asd^h^ 
sion) must have a reasbnaihle opportunity 
of Mng heard and fhd hearing must be 
a genuine hearing and not an empty 
public relations exercise. 

Though the Passport Act, empowering 
refusal of passport or impounding does 
not contain specific provision incorporat¬ 
ing this rule, the law must be held to 
include this sdutary principle and should 
be so read. The central {^vemment hence 
was wholly unjustified in withholding the 
reasons for impounding the passport from 
Mrs Maneka Gandhi. But the grounds 
have been disclosed in the court, the 
Attorney-General has conceded this posi¬ 
tion, and has agreed that the government 
would receive representations from the 
petitioner and give a hearing within two 
weeks, would deal with the matter expe¬ 
ditiously, and would not impound the 
passport for any unreasonable period 
(time limit of six months was indicated). 
Hence the majority said no formal orders 
need be passed in the case, with C.J. Beg 
dissenting. 

The powers given to the passport 
authority, and the central government, to 
impound or withhold passport ‘in the 
interests of the general public* was not 
unguided or unfettered and hence reason¬ 
able, But the exercise of the power in 
each case could be tested to determine 
whether it had been done arbitrarily. 

In testing laws or decisions of the state 
on their impact on fundamental rights, 
the direct and inevitable effect of such 
law or decision on the rights should be 
the test to be applied by courts. 

fundamental rights 

The fundamental rights guaranteed to 
citizens, unless expressly stated in the 
Constitution to have territorial limits, 
should be takdn to mean that they are 
extra-territorial too in the sense that the 
citizen’s right to enjoy them, inside or 
outside the territory of India, should not 
be interfered with by the Indian state by 
actions taken by it. 

The guaranteed right to freedom of 
speech and expression carries with it the 
right to gather information as also to 
speak wd express oneself at home and 
abroad and to exchange thoughts and 
ideas with others not only in India but 
also outside^oTheinfore freedom of speech 


and expression gfiBranteed Is exerctsiibfe 
not only in India but also outside. State 
action taken wfi^hin India could prevent 
or restrict the exerpise of tbw rigl^ftSt. 
such as when a journalist is prevented iy 
law or executive order ficom sehdin^t/liis 
despatch abroad. Sudi an action niiist 
hence stand the test of Artide 19(2) 

There are no geographical limitations 
to freedom of speech and expression 
guaranteed under Article 19(1) (a) and 
this freedom is exercisable not only in 
India but also outside and if state action 
sets up barriers to its citizen's freedom of 
expression in any country in the world, it 
would violate Article 19(1) (a) as much as 
if it inhibited such expression within the 
country. On a parity of reasoning this 
would also apply to the fundamental right 
to practise any profession or to carry on 
any occupation, trade or business guaran- 
teed under Article 19(l)(g). 

inevitable effect 

The direct and inevitable effect of an 
order impounding a passport may, in a 
given case, be to abridge or take away 
freedom of speech and expression or the 
right to carry on a profession and where 
such is the case the order would be inva- 
lid unless saved by Article 19(2) or Arti¬ 
cle 19 (6). Though the right to go abroad 
is not a fundamental right guaranteed by 
Article 19 the denial of the right to go 
abroad may, in truth and effect, restrict 
freedom of speech and expression or free¬ 
dom to carry on a profession so as to con¬ 
travene Articles 19 (I) (a) or 19(l)(g). 
In such a case, refusal of passport or 
impounding it would be invalid unless it 
could be justified under Articles 19 (2) or 
19 (6). Any order (relating to a passport) 
in the interests of the “general public” re- 
suiting in violation of freedom of speech 
can only be made if it is in the interests of 
‘public order, decency or morality’. 

While the impounding of the passport 
of Mrs Maneka Gandhi at present had 
only prevented her from going abroad, 
“if at any time in the future the petitioner 
wants to go abroad for the purpose of 
exercising her freedom of speech and ex¬ 
pression or for carrying on her profession 
as a journalist and she applies to the 
central government to release the pass¬ 
port, the question would definitely arise 
whether the impounding was reasonable. 
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If the impounding would vioiite her free¬ 
dom of speech and expression or pro^- 
sion, it would not be saved by Articles 19 
(2) or 19 (6) if the impounding was for an 
indefinite length of time. For this would 
be unreasonable. 

Mr Justice Krishna Iyer’s concurring 
judgment, which has many passages that 
goternment and its oflicers should care¬ 
fully read has something to say about 
how ‘interests of the general public’ have 
to be viewed in relation to individual acts. 
Family planning programmes, he notes, 
are in general public interest, but that 
could not be a reason to insist upon a 
sterilisation certificate before issuing a 
passport! Liberty listed could be curtail¬ 
ed and the restriction saved only if they 
are “directly, specifically, substantially 
and imminently attracted”. 

far-reaching repercussions 

The judgement will have far-reaching 
repercussions on innumerable laws affect¬ 
ing the freedom guaranteed in Article 19, 
and the way the administrative authorities 
now use the powers of those laws (even 
if reasonable), behind the backs of the 
citizens, without hearings, on the basis of 
intelligence reports or other views of 
those powerfully placed, and for extra¬ 
neous collateral purposes. 

Two examples in spheres allied to 
foreign travel might be pointed out. The 
Foreign Contributions Act and Regulations 
have conferred wide powers on the state 
to prevent foreign contributions, foreign 
hospitality to Indian citizens travelling 
abroad and other such matters—in the 
interests of security of the state etc. But it 
is all administered now without sufiScient 
guidelines, and even arbitrarily, in permit¬ 
ting one academic or politician or journa¬ 
list or trade union leader to go abroad to 
attend a conference or receive a contri¬ 
bution while lefbsiitg permission to ano¬ 
ther. This would hereafter be plainly 
illegal. Section 80 RR (a) of the Income- 
tax Act contains a provision enabling the 
government to give partial relief to an 
Indian employed abroad for short periods 
and receiving foreign income from the 
rigours of Indian Income-tax. This power 
is BOW being used for some collateral pur¬ 
poses: ensuring the quality of the techni- 
cUuu going to developing countries and 
preventing brain drain to developed coun¬ 


tries. Even if these tte laudable they have 
no legislative sanction mid hence both are 
arbitrary and contrary to Articles 19 and 
21. These are just two examples but there 
will be myriads in the domestic sphere too. 

• « 

This was Janata’s first republic day. 
And the Janata impress was left on almost 
every activity. 

First we had the usual eve of the Re¬ 
public broadcast by the president, Mr 
Neeiam Sanjeeva Reddy, on the evening 
of January 25. Traditionally, in our Re¬ 
public, while the government drafts the 
president’s address to parliament, presi¬ 
dents have drafted their RepuUic Day 
broadcasts. Keeping in mind the occa¬ 
sion, the broadcasts have been non-parti¬ 
san and addressed to the nation as a 
whole. But while presidents have drafted 
their own speeches for the broadcasts, 
they have always sent a draft text in ad¬ 
vance to the prime minister. But from 
Nehru to Mrs Indira Gandhi, no prime 
minister has interfered with the president. 

This time, Mr Saqjccva Reddy did not 
send an advance copy of the draft to the 
primo minister. The speech in a sense 
entered into partisan politics and contain¬ 
ed some minatory warnings against agita¬ 
tions and the like. Incidentally, the 
Janata's election manifesto spoke of as¬ 
suring “the right - to peaceful and non¬ 
violent protest”. The president warned 
of “swift and stern action” against any¬ 
one “acting in a manner prejudicial to tte 
national interest” etc. Though such lan¬ 
guage has always been used in the past to 
down any inconvenient protest and agit¬ 
ation, Mr Reddy’s remarks can be passed 
over considering that his govemmmit, 
in the last year, has so far demonstrated 
no giimt will to govern. 

But Mr Reddy went on in another place 
to say; “Not even during the times of 
Ashoka nor Akbar was India politically 
one. To our good fortune the Britishers 
with their might and skill moulded us into 
one large political entity....” 

After the advance text of the speech 
was distributed to the press, several peo¬ 
ple it would appear called up the prime 
minister and his ofitee to express their 
protest. It was found in this process that 
within the president’s secretariat itself 
there had been some doubts expressed 
about the appropriateness of the presi¬ 


dent’s reference to the British welding the 
country into one political entity. But Mr 
Sanjeeva Reddy appears to have brushed 
them all aside. However after the prime 
minister had sent for a copy of the speech 
and looked at it, he would appear'to have 
had a massage conveyed toMr Reddy that 
the prime minister would find it difficult to 
defend the president’s remarks. Mr Desai 
himself apparently did not directly speak 
to the president—perhaps his way of 
conveying his feelings at Mr Reddy not 
having had the courtesy of sendit^ an 
advance copy to the prime mim'ster at the 
draft stage. Anyway, a correction was 
sent out from Rashtrapati Bhavan, dele¬ 
ting the words “to our good fortune”. 

parading pomp 

As for the Republic Day parade itself, 
we had all the paraphernalia, including 
the president driving in h s coach and six 
(remember the much ado at the time of 
the president’s opening of parliament last 
year when the Janata spoke of doing away 
with pomp and the vice-president acting 
for the president driving In a Rashtrapati 
Bhavan car?) The Republic Day being the 
first one after the emergency and the ten¬ 
sions of that period, it was a relaxed gala 
affair. But within the Janata cabinet there 
has been division on having the parade as 
part of the Republic Day celebrations. 
Some of the ministers have been advocat¬ 
ing that the military parade could be held 
separately on an Armed Forces day and 
the Republic Day should be a people’s 
affiiir without military might. But those 
who want the parade to be abolished on 
Republic Day proved a minority. 

The festivities came to an end on 
January 29 with the traditional colourful 
massed bands’ display at Beating Retreat. 
The prime minister, sprightly at 82, was 
there first and ‘received’ the Defimoe 
minister who came a few minutes late! 
And then came the president, in his coach 
and six, and after he had got down, and 
was about to take the salute, arrived the 
Home minister, MrCharan Singh, Health 
minister, Mr Raj Narain, and several 
others, marrily waving to the crowds from 
their cars. From the press sthnds it was 
not clear whether the president received 
Mr Charan Singh and Mr Raj Narain! 

And that is how the 28tb year of our 
Republic began. 
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Employers! 

Government has approved 
Lie’s Group Assur2Lnce Scheme 
as an alternative to the 
i Employees’ Deposit Linked 














Jam*t Raj 



broadening capital market 


Oalivaring tha A. D. Shralf Mamorial Laetura in Bomtiay on 
January IS, Mr Jamaa Raj, chairman Public Sector Banka Committaa 
and formarty chairman off tha Unit Truat off India, aaid that aa tha 
economy davalona and tha acala and range off gooda and aarvicaa 
produced expand, there la need for a corraaponding incraaaa In 
invaalad raaourcat. Tha central problem of our development atrategy 
thua la to anaura tha flow of aavinga Into tha capital market. Ha made 
auggaationa for modifying tha inhibiting factora for a proper functioning 
of the dv^ital market. Tha text of tha lecture la given below. 


IDBBM it a great honour to have been 
invited to deliver the A.D, Shroff Memo¬ 
rial Lecture this year, and I must express 
my heartfelt gratitude for it to the 
Memorial Trust, particularly to its 
eminent cfaaitnian, Mr N.A. Palkhivala. 
I had the privilege of dealing with Mr 
Shroff on a few business matters many 
years ago when I was an official of 
ICICI, and 1 was much impressed by the 
sharpness of his intellect and the ease 
with which he grasped the implications 
of any investment proposal. Having had 


of savings, and both depend on it for 
their growth. 

Thus the central problem is to increase 
the volume of savings and also to ensure 
that savings flow into the capital market. 
Obviously not all savings need necessarily 
flow into that market, since they can be 
embodied in durable consumption goods 
such as passenger cats, lefrigerators and 
airconditioners, not to mention gold 
ornaments and silver vessels. Moreover, 
savings can be used directly by the saver 


factors, so as to build up a more broad- 
based capital market. 

In describing the policy framework as 
it exists at present, one can best conceive 
of it as a series of concentric circles 
surrounding the capital market proper. 
The first circle would comprise policies 
with respect to the money market and 
monetary problems generally. The next 
circle would consist of certain aspects of 
industrial policy. The last and outermost 
circle would be an amalgam of certain 
basic attitudes towards economic policy 
and administration. As I shall proceed 
to show^ all these concentric layers of 
policy do not have the same degree of 
impact on the capital market, but they 
do set limits to what one can conceive of 
as a new policy framework for that 
market. 


some exposure to his overall economic 
philosophy, which has inspired me great¬ 
ly, I consider it highly appropriate that 
the views which I am going to put for¬ 
ward to this distinguished audience today 
will also be associated with his memory. 

My involvement in capital markets, 
both as theorist and operator, in India 
and abroad, has led me to a firm belief 
that a broadbased and expanding capital 
market is absolutely essential for any 
developing countiy which has chosen a 
mixed economy in preference tb a com¬ 
pletely state-run one. The capital market 
brings together the savings of the com¬ 
munity and the demand for capital by 
the units which produce goods and 
services. It seems to me self^vident that 
as an economy develops and the scale 
and range of the goods and services pro¬ 
duced by it go on expanding, it will need 
a corresponding increase and diversifica¬ 
tion of its invested resources which of 
course presupposes an increase in the 
overall volume of savings. This proposi¬ 
tion is independent of the relative role of 
the public and private sectors in the pro. 
dttction of goods and services. Both 
sec^s have to .draw tm the same pool 
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for investment in productive facilities— 
as an agriculturist does when he digs a 
well or installs a pumping set—and for 
buying a flat or a house. 

I shall try in this lecture to describe 
the policy f^ramework within which the 
capital market functions at present. I 
shall examine concurrently the extent to 
which that, framework tends to inhibit 
the maximum possible growth in the 
volume and diversity of savings flowing 
into the capital market, and the absorp¬ 
tion of those savings by the public and 
private se^or units which are engaged in 
the production of goods and services for 
the community. In the light of this ex* 
amination, I shall then make some sug. 
gestioBS for modifying the inhibiting 


govmrnmgnt'x raspontibiilty 

1 would like to make it clear at this 
point that I do not lay the responsibility 
for any of what I have called "layers of 
policy” entirely on government, snbsnm- 
ing under that term all the authorities 
who participate in the decision-making 
process with respect to the capital 
market. Even an omniscient and omni¬ 
potent government has to take into 
account what the public will put up with, 
and at wbat stage it will get restive and 
revolt. Economic policy is not made in a 
vacuum. 

For purposes of exposition, I shall start 
with the outermost layer of policy and 
work through the others till the central 
core of policy with respect to the capita] 
market is reached. 

Taking up for analysis basic attitudes 
towards economic policy and adminhtra- 
tion first, the striking thing about our 
country is the ail>pervading mistrust of 
the market mechanism, and *the firm 
belief that all prices can be controlled by 
administrative fiat. As a very senior 
wonomic administrator once put it to 
me, flic market mechanism merely means 
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rationiag by the purse instead of by need, 
and prices can and shoold be controlled 
by administrative action so that the basic 
goods and services can be made available 
to the public by rationing if necessary. 
Both our authorities and our public shdre 
these beliefs, so that there is not much 
point in trying to alter the policies which 
flow from them. As a matter of passing 
interest, however, neither the Soviet 
Union, which in addition to comprehen¬ 
sive rationing arrangements runs shops 
where scarce goods are sold at what we 
would consider black market prices, nor 
most Latin American countries, which 
make perfunctory attempts to control 
prices but rely more on increasing 
incomes by inflation to enable people to 
pay higher and higher prices, subscribe to 
our creed. 

two-fold significance 

The operative significance for the 
capital market of the mistrust of the 
market mechanism and the firm belief in 
price controls is two-fold. Firstly, in the 
foreseeable future we have to take it for 
granted that commodities which by some 
stretch of the imagination can bo deemed 
to affect the cost of living will be subject 
to price controls and that prices will be 
allowed to fluctuate freely only in very 
peripheral sectors of the economy which 
mostly cater for the affluent classes, sub¬ 
ject of course to excise duties which will 
rake off most of the profits for the exche¬ 
quer. Hence investment iu the equity 

shares of practically all industries will 
have an element of chance built into 
them. Secondly, affecting the capital 
market directly, the fact that the prices 
of equity shares with growth potential 
show spectacular rises now and then will 
be viewed with deep suspicion and at¬ 
tempts will be made to dampen them 
down by dividend limitation, which in¬ 
deed is a plank in the Janata party’s 
economic policy. 

Although I am generally of the view 
that people will only believe what they 
want to believe, I cannot refrain from 
making a few remarks on dividend limita. 
tion. If dividend limitation is imposed, 
the only people affected are those who 


hold high^ivjdeiid shares that parti* 
cular moini^ of time^ iSome of tiieni j 
may have o6ught the sHates only a littlb 
while earlier at a co^iderabiy higher 
price than ^ face value, $o thata divi¬ 
dend limited to say even 15 per cent of 
face value may end up as a five per cent 
yield. Moreover, not all such persons 
caught by the music having stopped are 
necessarily bloated capitalists. Leftists 
may find this hard to believe, but quite a 
large number are middle-class people, 
including the proverbial widows and or¬ 
phans. As an aside, I have been trying for 
many years to convince my sophisticated 
stock market friends that they would do 
well to agitate for putting all equity shares 
on a *'no par value” basis, so that divi¬ 
dend rates would reflect the true returns 
on a share, but they have never reacted 
favourably to my suggestion. 

I now come to the next set of policies, 
namely those relating to industries. 
There is now a new industrial policy 
which lays greater emphasis on small- 
scale industries and the so-called ”tiny 
sector”, but since these sectors of indus¬ 
try rarely draw on the capital market for 
their needs, they may not affect the 
demand for funds in that market to any 
significant extent. A single fertilizer pro- 
ject which might cost Rs ISOcroresto 
set up under present circumstances is 
equivalent to literally thousands of small- 
scale and “tiny” units. It is therefore 
induiitrial policy towards the large and 
medium units which counts as far as the 
capital market is concerned. 

foremost aspect 

The first and foremost aspect of indus¬ 
trial policy which has a bearing on the 
capital market is the extent to which the 
public sector will be encouraged to grow 
either by nationalization and management 
take-overs by government of existing con^ 
cerns, or by the establishment of new 
public sector units. The past record on 
nationalization and management take¬ 
overs has not been such as to enthuse 
the affected shareholders and creditors. 
When banks were notionalized in 1969, 
reasonable compensation was awarded 
to the shareholders. In certain cases, 
mergers of the residuary banking com¬ 
panies with industrial companies even led 


toaninmrq^|k»e&tj^ |#itj[p«^^ the 

By way of contrastj!' the shareholders of 
In^an Iron, after its management was 
taken over, have suffered just as much 
as from an inefficiently run private sector 
CMBpany. In the nationalisation of coal 
companies, compensation was aasea^ on 
such a basis as to result In considerable 
losses to shareholders. No wonder , any 

investor who has his money In equity 
shares begins to worry as to what might 
happen to him in case the concents are 
nationalized. At every annual general 
meeting of electricty>generating and dis> 
tributing companies there are any number 
of anxious shareholders who ask the 
question as to what would be their fate 
if the concern were to be nationalized. 
No chairman is ever able to give a satis¬ 
factory answer expect to express the pious 
hope that nothing may happen. 

public sector units 

The establishment of new public sector 
units is also bound to be undertaken on 
an increasing scale. The West Bengal 
government after a brief period of dis¬ 
cussion with the larger Indian industrial 
houses as well as multi-nationals, seems 
to have now decided to opt for a spec¬ 
tacular growth of the public sector, in¬ 
volving around Rs 300 crores of invest¬ 
ments. The production of LPO from 
Bombay High and new public sector 
fertilizer units, which the central govern¬ 
ment is interested in, will absorb several 
hundred crorcs of rupees as project costs. 
Nothing on these spectacular lines is in 
the offing in the private sector so far as 
new projects are concerned, although 
FERA companies which are bringing 
down the foreign percentage shareholding 
by issuing additional equity capital will 
generate some new investment, llie over¬ 
all effect on the capital market wiir be 
that there will be a considerable draft 
on the funds flowing into it, but largely 
for the use of the public sector. 

I have already referred to price eoat^ 
rols. Apart from the motivatiou of cont¬ 
rolling the prices of articles ofontas 
consumption, price ctmtrols will -. also 
continue in order to provide govemmeiR 
with essatial inputs for building «p its 
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Hctor iniiti so m-M limtt die 
biid^taiy costs ofewch piisjcctsw Hence 
price; controls on e^meiil end Steel are 
bound to continue,‘In Order' to recondfe 
this eystem with the need for the financial 
viability of such industries, in which the 
public sector now has e large stake, 
there wfil probably be a iconsiderable 
extension of the dual pricing mechanism. 
I am sure our government economists 
will devise many refined variants of this 
systemidifferentiation betiveen old and 
new units, geographical discrimination, 
variations in the proportion of output 
going to the free market etc. As this 
audience is surely aware, the dual pricing 
mechanism has some other advantages 
also, from the point of view of the 
management groups which run the units 
concerned. 

There arc many other aspects of policy 
relating to industry, notably pertaining 
to management-employee relations and 
the nexus between wages and producti¬ 
vity, which have an important bearing on 
the growth of industries and thrir pro¬ 
ductivity, which in turn affect the growth 
of industries and their profitability. I 
am deliberately refraining from dealing 
with such matters in this lecture, not 
because they are unimportant, but be¬ 
cause they alTect not only the capital 
market, but the future course of our entire 
economy. Moreover, the whole subject 
of the contribution of labour to industrial 
growth and profitability has political 
overtones which I have no competence 
or desire to deal with. 

money market . 

1 now come to the layer of policy 
which is only one remove from the capi¬ 
tal market proper, the money market and 
monetary policy in general. The central 
plank of monetary policy will, I think, 
continue to be anti-inflationary because 
our urban public gets ftightened at even 
a 20 per cent annual rise in prices, which 
Latin Americans take in their stride. 
Anyone who saw tht morchas and demons¬ 
trations in Bombay and Calcutta in 
February-March 1974 would appreciate 
sriiat I mean. Since the tradition, among 
our economists is to contain inflation 
maihly by restraining aggregate monetaiy 
demand, we may expeet a continuance 
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of tt^t money conditions, high interest 
rates and impounding of additional 
incomes. 

Having dealt with the outer layers of 
economic, industrial and monetary poli¬ 
cies which affect the capital market I 
now come to the policy framework 
within which the capital market proper 
currently, operates. On the demand side 
the constraints are very clear-cut. So 
far as the, private sector is concerned, 
before any significant issue of capital can 
be made, be it in the form of debentures, 
preference shares or equity shares, the 
amount, terms and timing have to satisfy 
the Controller of Capital Issues. It is 
not necessary to spell out to this audi¬ 
ence the detailed regulations in this 
regard. 

project finance 

1 am neglecting in this connection 
the loans granted by long-term financial 
institutionsf or project finance, because 
these loans are not negotiable instru¬ 
ments except to the extent that parti¬ 
cipation certificates based on them are 
created by the banks and marketed in 
large blocks. As regards governmental 
and public sector demand for capital, 
this again is subject to verious constraints 
in which the Planning Commission, the 
administrative ministry concerned and 
the Finance ministry all have a say. The 
fundamental basis of these constraints 
is that capital being scarce, access to the 
capital market should only be permitted 
on some judgment by government as to 
how much of it and on what terms such 
access should be allowed. 

On, the supply side the position is 
more complex. Obviously the supply of 
capital, except to the extent that govern¬ 
ment generates surpluses in the course 
of its operations, depends on the savings 
of individuals. Since government makes 
the largest draft on the national resources 
for capital, the result is that current 
capita] market policies have been framed 
essentially to attract from the public 
the required amounts of funds to be pre¬ 
emptively channelled to the public sector. 
The method by which this is done is to 
attract Binds to banks, financial institu¬ 
tions and provident funds, and to make 
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sine that these in turn are under obliga¬ 
tion to invest a specified minimum per¬ 
centage of these funds in s.-curities de¬ 
signated by government. Following the 
nationalization of the bulk of the bank¬ 
ing system in 1969, a specified portion of 
their deposit liabilities (currently 33 per 
cent) has to be invested in central and 
state government securities. This has 
led to an enormous increase in the avail¬ 
ability of funds to the government at 
slightly less than six per cent interest. 
There are also other large institutions, 
of which the Life Insurance Corporation 
is the prime example, which are under 
obligation to invest a sizeable propor¬ 
tion of their accruing funds in govern¬ 
ment securities. The same is the posi¬ 
tion with respect to provident funds. 

The result of this captive supply of 
capital to government is that there is 
now a considerable hiatus between the 
interest rates on government securities 
and the interest rates on industrial 
debentures. I am not pretending that 
unguaranteed debentures are as safe as 
government loans, but surely it is unten¬ 
able to claim that in the present condi¬ 
tions a negotiable I0| per cent debenture 
issue by a Tata or Mafatlal company 
is so much more risky than a government 
loan that there has to be a differential 
of 4^ per cent in the interest rate. 

th« rationale 

When I once asked a former governor 
of the Reserve Bank about the rationale 
of this kind of differential, be inform¬ 
ed ms that since most government pro¬ 
jects do not even make four per cant 
on their capital employed, government 
could not afford to pay more than six 
per cent. The other argument he put 
forward was that any increase in the rate 
of interest on government loans would 
lead to depreciation of their value and 
involve the institutions which hold them 
in considerable accounting losses. These 
are valid arguments up to a point. 

The other policy constraint which afifects 
the supply of capital going into any nego¬ 
tiable financial instrument other than 
government securities relates to the taxation 
policy on the income and wealth derived 
from such instruments. Except for csr- 
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tain favoured investmeots such as units 
of the Unit Trust of India, which at one 
remove really constitute a mix of deben¬ 
tures, preference share and equity shares, 
the taxation policy is loaded against 
equity shares. While every effort is made 
to attract savings by increasing the rate 
of interest on debentures and pushing up 
the dividend rate on preference shares, 
the return on equity shares even notional- 
ly is considered as rating only one per 
cent above the return on preference 
shares. Any investor, big or small, has 
to contend with deduction of tax at source 
on the-dividend from equity shares. This 
of course applies to preference shares and 
debentures also. But it does not apply 
to interest on bank deposits or units of 
the Unit Trust of India. Moreover, the 
liquidity of equity shares is impaired by 
regulations governing the period up to 
which they must be held to qualify for 
capital gains tax rather than income-tax. 
A subscriber to a new equity share which 
may take several years to yield any divi¬ 
dend is given no incentive whatsoever by 
way of tax concessions. The list of disin¬ 
centives is long and there is no point in 
repeating them here. 

antipathy to equity 

I have often tried to probe as to why 
there is this remarkable antipathy towards 
equity sha res not only on the part of the 
authorities but also the non-investing 
general public. The impiession 1 have 
got is that most of this antipathy is due 
to the feeling that since control of com¬ 
panies depends on the voting strength 
conferred by equity shares it is only the 
large and powerful families which are 
interested in increasing the return from 
them. This is of course only partly the 
truth, and I know of many cases where 
members of the families of large houses 
make every effort to bring down the 
prices of the share on the crucial date for 
preparing their wealth lax returns. More¬ 
over, anybody who thinks that it is only 
the return on their equity shaieholding 
which motivates the large houses to try 
to control companies is barking up the 
wrong tree. There are many other ways 
of shaking a company pagoda tree. 

In il^'tontext of the policies towards 
the ca}Mt8l market that are in existence 


it is no winder that the market is in 
complete disarray. New issues of equity 
shares of new companies hardly ever 
succeed in the market, and invariably the 
financial institutions which have under¬ 
written them are landed with almost the 
entire issue. Non-growth companies with 
steady profits and dividends such as 
Ahmedabad Electric, ICICI, ACC and 
East-India Hotels and many of the tea 
companies are having their shares quoted 
on more than 12 percent dividend yield 
bask. FERA companies which for the 
purpose of bringing down foreign share¬ 
holding to less than 40 per cent issue 
additional shares at a price considerably 
below the market quotation are finding 
it difficult to get their issues subscribed. 

genwral conclusion 

The general public seems to be gradually 
coming to the conclusion that rather than 
taking any undue risk it is better to be 
prrdent and stay on more than 12 per 
cent basis even for companies with growth 
prospects. The fact that many growth 
companies are only on an average five 
per cent dividend yield basis, as for exam¬ 
ple Larsen and Toubro, TELCO, Century 
Enka, CAFI, etc does not mean much 
because there is always a group of inves¬ 
tors who are interested in growth for 
purposes of income several years hence 
and their chances of getting this type of 
share are constantly thwarted by the fact 
that the public financial institutions are 
gradually soaking up the equity shares 
of such companies. Hence there is the 
phenomenon of too much money chasing 
too few attractive shares. 

If the market goes on like this the day 
will come when institutions will not only 
be getting possession of the bulk of the 
existing attractive shares but will also 
come to control most of the companies 
concerned due to their right to convert 
their loans into equity. The shareholding 
public will therefore shrink perhaps not 
in absolute size bm certainly relatively to 
the institutions. At the present time the 
managements of companies with a good 
track record of profits and dividends 
seem to have reconciled themselves to 
this state of affairs because the cont¬ 
rol which a well-informed and vigilant 
body of small shareholders exercises over 


thm k fsplkoad by desultory and ^pai- 
modic dkmsicmt with middMevet offi* 
cers of the public financial institutions,, 
inlerpersed With bdng nice to some of 
the nominee directors of these institutions. 
The stockbroking community has also 
turned its attention away from equities to 
company deposits, financial advice and 
switches of government securities. 

I personally believe that this state of 
affairs if allowed to continue for some 
time will completely destroy whatever 
standing the equity market enjoys in our 
economic scene. But the situation has 
deteriorated so badly that it is now a 
question of getting at the roots of the 
present malaise and not merely one of a 
tax concession here or a development 
rebate there. I think the first order of 
business is for government to take a 
policy decision that it will fix the policy 
framework in such a manner that direct 
investments, be it in debentures, pre¬ 
ference shares or equities regain their 
attractiveness as contrasted with bank 
deposits, Lie policies and subscriptions to 
provident funds which transfer larger and 
larger sums to the control of monolithic 
financial institutions. 

incrwwMd savings 

It is, of course, open to government 
to decide that it wants to centralise the 
bulk of investment decisions in its own 
hands and in effect to separate the sav¬ 
ing decision from the investment decision, 
in other words to go on in much the same 
way as hitherto. But it is my firm belief 
that the total volume of savings can be 
considerably increased only if opportuni¬ 
ties arc created for the saving decision 
and the investment decision to be simul¬ 
taneously taken by individual savers. 
One can never prove a statement of this 
kind but there are certain straws in the 
wind. Savers in the rural sector arc 
notoriously conservative, but they have 
shown their willingness to invest in equity 
shares of such companies as Indian Ex¬ 
plosives and Mangalore Fertilizers when 
stockbrokers took the trouble to go to 
their areas and explain the benefits they 
would get fiom the setting up of fertilizer 
projects there. The Unit Trust is getting 
good response to its efforts to sell units 
in the rural areas although the concq>t.Qf 
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imltsiit extremely difficult to grasp for 
an unsophisticaied investor. The mere 
fact that direct investment in agriculture 
by way of improvement in the production 
facilities of farms has gone up by leaps 
and bounds as proved by the sales of 
pumping sets and tractors is a pointer to 
the fact that when there is a tangible asset 
to be seen at the end of an investment 
decision the rural public will increase its 
savings. 

To my mind we have strayed consider¬ 
ably from following a path which will 
lead to savings, preferring instead a 
consumer-oriented society. Business 
firms and manufacturers who originally 
operated in a competitive market have 
over the years through sophisticated 
market techniques succeeded in creating 
a sellers' market for their products. The 
lesson which we can derive from this is 
that instead of building up a consumption- 
oriented society which we can ill afford 
we should build up a savings-oriented 
society, using the same methods of mar¬ 
keting to popularise savings. This is the 
only sure way of stepping up our econo¬ 
mic growth rate. But savings from the 
public will not increase and flow into the 
capital market unless there is created the 
confidence that the investing public can 
have a real control over the resources 
they have saved. 

the modifications 

Assuming that a more broadly-based 
capital market would be a desirable 
objective, what are the modifications of 
the policies affecting that market, cither 
proximately or directly ? To this ques¬ 
tion 1 now address myself. 

With regard to the fundamental basis 
of economic policy, that is to say mis¬ 
trust of the market mechanism and the 
belief in price controls, no significant 
modifications are possible, but it is to 
be hoped that the manifestation of this 
attitude in the form of dividend limitation 
will at least disappear. I have already 
explained why dividend limitation is a bad 
idea; in any case, the equity shareholders 
bear the brunt of risk in any company, 
and it is essentially unfair to them to limit 
the return on equity shares. Ths higher 
the risk, the higher the reward. No one 
blames an air hostess for making ten 


times the salary of a school teacher, al¬ 
though both may have the same educatio¬ 
nal qualifications. 

It is in the next layer of policy, that 
relating to industry, that 1 believe consi¬ 
derable modifications are desirable and 
possible. I refer especially to the policies 
which govern the rehabilitation of sick 
units, which at present generally get taken 
over by government and go on making 
losses at the expense of the exchequer. 
To anyone who is familiar with the sys¬ 
tems operating in other countries, what is 
striking in this sort of government action 
is the inexplicable unwillingness to diffe¬ 
rentiate between the financial sickness of a 
company and the physical health of its 
assets. In many Latin American count¬ 
ries, for example, there is a rule that as 
soon as the equity capital of a company 
has been eroded by more than 50 per 
cent, that company should be compulsori¬ 
ly put into liquidation by the Company 
Law authorities. 

alternative arrangement 

This A does not mean that the plant 
comes to a slop or that workers lose their 
jobs. As soon as the company is put 
inlo liquidation, efforts are made to sell 
it as a going concern to some other 
industrialist, who then puts up a financial 
reorganisation scheme whereby the pre¬ 
sent bondholders and equity shareholders 
are made to scale down their financial 
rights and relative preferential positions. 
Usually, within a few months the plants 
are working again with their financial 
burdens written down under new manage¬ 
ments with a stake in the concern. In 
our country, however, in case after case 
we find that nothing is done about the 
financial reorganisation of the company— 
except to the feeble extent of some banks 
agreeing to scale down their accumulated 
interest^and the concerns to go on with 
the basic capital structure unaltered and 
with management which is an uneasy 
compromise between the old and the new. 
Instead of taking on such financial bur¬ 
dens it would be far better for govern¬ 
ment to sell the concern to a financial or 
industrial group, making sure that in any 
financial reorganisation the interest of the 
workers will not suffer. 

The public sector can grow, not only 


by the takeover of existing privately 
owned companies, but also by the pro¬ 
motion of new projects. In this context 
also, there is nothing to prevent directing 
such projects much more to the capital 
market. Some years ago. Scooters India 
raised equity capital in the market. The 
Damodar Valley Corporation raised 
several crores of rupees through unguar¬ 
anteed debentures with a 10} per cent 
coupon rate. So did SICOM in Maha¬ 
rashtra. 

government control 

This kind of development can be fostered 
to a greater extent, without in anyway 
jeopardising the control of government 
over the companies or statutory corpora¬ 
tions in question. As long as government 
controls over 75 per cent of the equity 
capital, the other shareholders can only 
expect a financial return on their invest¬ 
ment, as the eight per cent minority shar- 
holders of the State Bank of India do, but 
their presence will have a healthy effect on 
the management. In fact, government can 
consider marketing a minority equity 
shareholding in many of their successful 
concerns such as Shipping Corporation of 
India, State Trading Corporation and 
Hindustan Teleprinters. If the premiums 
on such shares are set as attractively as 
in the case ofFERA companies, and the 
offers of sale are handled by experienced 
stockbrokers, quite considerable fhnds 
can flow into government’s coffers and be 
utilised for financing new projects. 

On price controls and dual pricing 
policies, intelligent manipulation can 
confer financial health on the companies 
affected by such policies. Without giving 
up the basic policies, government can 
easily streamline their administration so 
that the necessary changes in controlled 
prices and the proportion of the output 
allowed to be sold in the free market are 
effected expeditiously. This will contribute 
to making investment in such units 
attractive. 

As regards monetary policy, it would 
be undesirable to make any fundamental 
changes in the present anti-inflationary 
policy. This is because without a stable 
currency which maintains its value over 
time, it is meaningless for people to be 
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asked to save. However, an anti-infla« 
tionary policy is quite consistent with a 
lowering of the interest rate structure, 
provided credit is rationed and govern¬ 
ment docs not rely unduly on deficit 
financing. There are of course inflation¬ 
ary pressures emanating from the gene¬ 
ration of balance of payments surpluses 
which will also have to be contained, 
and one way of containing them would 
be to channel inflow from abroad into 
portfolio investment, at least by non¬ 
resident Indians and aliens of racially 
Indian origin. In any case, the lowering 
of the interest rate structure, despite other 
difficulties such as the adverse eflect on 
the profitability of banks and long-term 
financial institutions, is at least a desir¬ 
able long-term objective. In a stable 
monetary situation like the present, the 
growth of industry will benefit consider¬ 
ably from such a reduction. This may 
also pave the way for slowly bridging the 
gap between the interest rates on govern¬ 
ment loans and non-government debt in¬ 
struments, which might even lead to a 
revival of public interest in subscribing to 
government loans. 

detailed suggestions 

On policy relating to the capital market 
proper, a number of detailed suggestions 
have been made by stockbiokers and 
other experts. Most of them arc intended 
to improve the return on equity shares 
and to enhance the chances of issue of 
bonus shares. All these measures will no 
doubt be helpful, but the main modifica¬ 
tion of policy required to increase the 
volume of savings flowing into the capi- 
tal market is to keep in view the impor¬ 
tance of combining the savings decision 
and the investment decision, so as to 
give individual savers a stake in their 
investmenis. The suggestions which are 
made here stem from this basic objec¬ 
tive. 

As recommended by the Study Group 
on Term Loan Participation Arrangements 
under the chairmtmship of Mr K.N.R. 
Ramanujani some years ago, term lend¬ 
ing institutions can issue participation 
certificates directly to the public in de¬ 
nominations of soy multiples ofRs 1 , 000 , 
instead of leaving it to the banks to issue 
them in large denominations and to 


market them among themselues. Suitable 
measures may also be taken to impart a 
degree of liquidity to these instruments to 
enhance their marketability. In fact there 
are many other ways in which financial 
intermediaries can develop suitable finan¬ 
cial instruments with different mixes of 
return, risk and liquidity. 

important lacuna 

On the same theme of mobilising 
savings for direct investment there is an 
important lacuna in our country as far 
as the provision of housing finance is 
concerned. It may be recalled that the 
Saraiya Commission in 1972 had noted 
that there are no countrywide institu¬ 
tions which combine regular saving 
schemas with the provision of housing 
finance in adequate amounts and on rea¬ 
sonable terms. A beginning in filling up 
this gap is being made by ICICI through 
its recently established Housing Finance 
Corporation, thanks to the energetic and 
persistent efforts of Mr H.T. Parekh dur¬ 
ing the last few years in the fiice of many 
discouragements and disappointments. 
It is to be hoped that steps will also be 
taken to create and develop a secondary 
mortgage market and to impart liquidity 
to housing loans so that the Housing 
Finance Corporation will have a reason¬ 
able chance of success. 

Above all however there is no real sub-, 
stitute for making investments in the form 
of equities attractive to the saver and to 
provide a market for their conversion to 
cash when required. Here the role of 
stock exchanges is extremely important. 
By and large however the stock exchange 
fraternity has not been noticeably enthusi¬ 
astic about educating the public regarding 
the nature and characteristics of equity 
shares and creating a broad matket for 
them. In the conditions of the present 
time, most brokers are far more interest¬ 
ed in making a fractional percentage turn 
on a few crores of rupees of government 
loan switches every few days than in 
developing a market for equity shares 
among the middle classes. Also let us not 
forget that it is far more easy to make 
a few thousand rupees on one speculative 
deal in the forward market—which ex¬ 
ists although it is banned. 

Thia briogf me to the subject of reform 


of the stock exchanges. Among many 
middle class people, particularly the intel¬ 
lectuals teaching in the universities, 1 
have found complete disgust about the 
way stock exchanges are functioning. 
Much of this attitude stems from pure 
ignorance, but when phrases like “Dm of 
Thieves”, “Speculators* Paradise”, “Gam¬ 
blers' Heaven’*, etc. are used by intellec¬ 
tuals to describe the stock exchanges, 
there is evidently some communication 
gap somewhere. 

There is of course no question that 
several kinds of malpractices do exist in 
regard to share dealings. It is surprising 
for example that no serious steps have 
been taken in regard to insider dealings 
on our stock exchanges. I think the 
time has come to consider how best to 
imbue the public with some confidence 
in the working of these bodies and to 
spread more knowledge about what is now 
a highly esoteric business. 

The end product of the policy frame¬ 
work which has been suggested here, con¬ 
sisting of modifications of the policies 
which affect the capital market both pro- 
ximatcly and directly, will be a consider¬ 
able increase in the overall transactions in 
that market. In the process, ih? depen¬ 
dence of government on pre-empting 
funds which would otherwise flow to the 
capital market will be considerably redu¬ 
ced, but public sector units, instead of 
depending on direct contributions by 
government or the public financial insti¬ 
tutions, will be able to lap the market for 
their needs. 

greater confidence 

The private sector will be in a posi¬ 
tion to create greater confidence in its 
future growth and profitability and will 
attract more direct investment by the 
public, instead of having to go cap in hand 
to the public financial institutions. Since 
the demand for investment in a growing 
economy is practically unlimited there will 
be a great increase in the overall volume 
of negotiable financial instruments, and 
a broadening and diversification of such 
instruments. The number of private 
savers-cum-investors will increase, and 
they will become more and more know¬ 
ledgeable about the statutory corpora- 
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tions and government and non-govem- believed to be ill-informed and swayed by 
ment companies in which they have irrational considerations restored political 
invested^ taking an intelligent and alert democracy in our country in a spectacular 
interest in their affairs. turnabout less than a year ago. It is now 

Our voting masses who are generally up to our economic and administrative 

International sugar agreement: 

India is an important party to the new International Sugar Agreement 
and is interested in making the agreement broadbased» says the 
author who is head, Department ot Commerce, and director Delhi 
School of Economics. It therefore has cause for concern about EEC's 
reluctance, under pressure from the French sugar lobby, to Join the 
agreement from the very beginning. 


After world war 11, both developed 
and developing countries have been con¬ 
cerned with orderly growth of interna¬ 
tional trade and for that purpose a 
number of mutual agreements have been 
entered into for ensuring regular supplies 
at reasonable prices to the importing 
countries, remunerative price and stable 
markets to the exporting countries, and 
regulating production in accordance with 
the demand and technological develop¬ 
ments. Sugar is an important commodity 
for which there have been various sets of 
agreements like International Sugar Agree¬ 
ment, Commonwealth Sugar Agreement 
and various inter-governmental agreements 
for import and export of sugar. Through 
the efforts of the UNCTAD (United 
Nations Conference on Trade and Deve¬ 
lopment) after extensive negotiations 
an agreement was reached in October 
1977 between 72 sugar importing and 
exporting countries. 

main outlines 

This agreement is for a five-year term. 
Approximately 14 million tons of free 
market sugar, equivalent to 14 per cent 
of the world’s total sugar production, 
will be regulated by this agreement. The 
main outlines of this agreement emerged 
in the first round of the talk in June last 
year; major economic issues which could 
go into the final package could not be 
resolved at that time. 

The main objectives of the new Inter¬ 
nationa] Sugar Agreement arc two-fold: 
(a) To ensure that the consuming coun¬ 
tries can obtain the supplies they need at 
a fair price on regular basis; and (b) To 
stabilize market prices between Rs 2100 


approximately (£ 136) and Rs 4000 appro¬ 
ximately (£ 261) per ton at the current 
rate of exchange. It has been the endea¬ 
vour of this agreement to see that no 
country is forced to bear a dispropor¬ 
tionate sacrifice and the criticism that 
some producing countries arc being 
treated over generously, while others 
were being asked to contemplate very 
substantial export reductions have been 
avoided. However, in an over supply 
position of sugar, as it exists today and 
is likely to continue for the next five years 
unless immediate structural adjustments 
in production are effected, sacrifices by 
producing countries will be necessary if 
a better balance between supplies 
and estimated demands is to be achieved. 

equality of sacrifice 

In the new agreement, an attempt has 
been made to achieve equality of sacrifice 
among various sugar producing and ex¬ 
porting countries although some misgiv¬ 
ings have been expressed by Brazil who 
has emerged as the biggest sugar produc¬ 
ing and exporting country in recent years 
which has been allotted second highest 
quota, the first being Cuba whose exports 
to socialist countries such as the USSR, 
China and cast European countries have 
been kept out of the agreement. Aus¬ 
tralia is somewhat unhappy over the 
third place which has been assigned to 
it in terms of export quota. 

Tiie new International Sugar Agreement 
has been designed to operate through the 
mechanism of reserve surplus and quota 
system and during negotiations there have 
been sharp differences between the ex- 
porting countries—Cuba, Brazil and 


elite, led by our statesmen, to follow up 
with the restoration of economic demo* 
cracy, of which a broadbased and flouri¬ 
shing capital market is an essential 
component. 
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Australia—over the export quotas allocat¬ 
ed to them. In fact, at one stage these 
differences became so sharp that the very 
success of the negotiations became doubt¬ 
ful. But it was felt at the last stage of 
negotiations that the September con¬ 
ference was the last chance to achieve 
international agreement before the agree¬ 
ment expired and there would not be any 
time left for renewing the present Inter¬ 
national Sugar Agreement. Compromises 
therefore were effected between the major 
exporting countries. This was done to 
avoid a situation of free-for-all in inter¬ 
national trade in sugar and it will take 
two to three years before another nego¬ 
tiating conference could be convened. 

reserve surplus 

Under the new agreement, a reserve 
surplus of 2.5 million tons will be set up, 
which will be held by national govern¬ 
ments and financed from a sugar stabi. 
lizaiion fund. This has become impor¬ 
tant in view of the fact that the UNCTAD 
has already accepted the commodities 
stabilization plan at its last conference 
and the sugar producing and importing 
countries have taken into account potential 
benefits of a common commodity fund 
which UNCTAD hopes to negotiate in 
the near future. Under this reserve 
scheme, importers will be subjected to a 
levy of Rs 47 approximately (£ 3) per ton 
of imports to ISA member-countries 
and exporters equivalent levy on exports 
lo non-ISA countries. Certain poor coun¬ 
tries of Asia, Africa and Latin America 
have been exempted and they will not 
have to make any contribution to this 
Fund. During negotiations, opinions on 
the size of the proposed sugar reserve 
stock varied from the low of two million 
tons to a high of three million ions but a 
compromise on intermediate figure could 
be reached. Allied to the qu^siion of the 
buffer stock is the method of fin incing to 
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be adopted with agreed payments into a 
sugar stabilization fund, and under wbat 
circumstances cash from such a fund could 
be made available to CTcporting members. 
This has been the main reason for im¬ 
posing levy and exempting poor countries. 

Three equal parts of this stock will be 
released on to the market at specific price 
levels—one part when the world price 
passes Rs 3600 approximately (£ 235) 
per ton; another if the price rises to 
Rs 3750 approximately (£ 247) per ton; 
and the rest if the price reaches Rs 4000 
approximately (£ 260) per ton. 

Although the International Sugar 
Organization will monitor this reserve 
surplus and the fund mechanism it is 
doubtful whether they will achieve success 
due to the fact that international trade 
in sugar has been comparatively limited 
in terms of quantities to between 13 
million and 15 million tons and the 
marginal changes in the market had an 
immediate impact. When that happened, 
price movement immeditately started and 
because the sugar trade was concentrated 
in few hands, they entered into specula- 
tion. Speculation is encouraged because 
of the large size of international liquidity 
due to petro-dollar pi!e>up, to finance 
all sorts of speculative transactions. 

market share 

Under the agreement, the basic export 
tonnage are market share of each pro¬ 
ducing country has been settled by work¬ 
ing out detailed quota mechanism which 
will operate when prices are falling. Cuba, 
Brazil and Australia have been given the 
first three places in quota fixation. 
Quota mechanism will be in opera¬ 
tion when the prices are falling. 
Export quotas will come into force when 
the price drops below Rs 2600 approxi¬ 
mately (£ 173) per ton. These will be 
suspended if the price rises to Rs 2850 
approximately (£ 185) per ton, further 
price rises being stabilized by releasing 
the variable stock described above. 

Up to 1974, international sugar market 
had witnessed an unprecedented boom 
and the price went up to Rs 11000 ap¬ 
proximately (£ 700) per ton. Since then 
due to over-production and over-supply 
position in the world market, sugar prices 
have been sliding down. The current 
world market price of sugar is approxi¬ 


mately Rs iSOO (£ 92) per ton. An in¬ 
crease upto a floor price of Rs 2100 
approximately (£ 136) per ton will inject 
approximately Rs 18000 million (£1150 
million) into the world sugar industry. 
To achieve this, the exporting countries 
have agreed under the new agreement to 
restrict ^ their exports by 15 per cent, 
plus a further 2| per cent if this measure 
alone does not sufficiently raise the price. 
Australia, Dominican Republic, Thailand 
and Panama, whose exports account 
for more than 60 per cent of their sugar 
production will be excluded from the 
2} per cent restriction. 

unfortunate delay 

It is unfortunate that under the pres¬ 
sure of French sugar lobby, the EEC 
could not finalize its proposals, offers and 
presentations to the international con¬ 
ference in September 1977 well in time, 
and as such the nine EEC member coun¬ 
tries (Belgium, France, Luxembourg, The 
Netherlands, Italy, Federal Republic of 
Germany, Britain, Irish Republic and 
Denmark) and the 47 ACP countries 
covered by the Lome Convention have not 
yet signed the agreement. It is expected 
that these countries which account for 
substantial production and exports will 
join the pact very soon. The reluctance 
and delay on the part of the EEC may 
also be attributed to the fact that the 22- 
member group of Latin American and 
Caribbean sugar exporting countries 
bad in the beginning of September 1977 
asked the European Economic Com¬ 
munity to cut its sugar production and 
exports because the subsidized sugar 
industry in Europe had been proving too 
competitive for producers and exporters 
in the Third World. 

It may be mentioned that this 
group produced 32 per cent of the 
world sugar and accounts for 60 per 
cent of world exports. It is universally 
felt that the developing sugar producing 
countries should be allowed the chance 
of growing as much sugar as they could 
while the EEC should reduce its sugar 
production and concentrate on other com¬ 
modities and sophisticated industrial 
products, ft is also argued that the pre¬ 
sent prices are not likely to give fiir 
returns for further investment in the 
industry and the subsidised sugar produc¬ 


tion of the EEC can be sold at prices 
lower than the cost of production in 
developing countries. 

The EEC explanation to delay in subs¬ 
cribing to the new International Sugar 
Agreement is mainly based on the com* 
plicated decision making machineiy and 
bureaucratic handling by national govern¬ 
ments and community institutions. The 
European Commission just before the 
Internationa] Sugar Agreement talks were 
due to resume in December 1976, propos¬ 
ed a negotiating mandate which involved 
a limitation on EEC exports, and a 
reserve stock; thus making possible the 
Community's immediate participation in 
the ISA. The Commission believes that it 
is vitally important for the EEC to be¬ 
come a party to this new agreement. 
Lack of agreement could result in endless 
competition between ISA member and 
non-member countries, leading to price 
speculation on a large scale. Also, the 
potential loss of customers for its three 
million tons potential sugar surplus could 
lead to large increases in stocks. 

Community’s duty 

It is the considered opinion of the Com¬ 
mission that the Community has a duty to 
protect the interests of many developing 
countries whose political and economic 
framework rest, to a large extent, on 
sugar exports. To make available the 
preferential trading agr<.ements on the 
one hand (as at the Lome Convention) 
whilst encouraging open competition on 
the other, is a contradiction in the com¬ 
mercial policy of the EEC and the Com¬ 
munity, being the biggest economic entity 
in the world, should make every effort 
not to jeopardise the future international 
negotiation. It should be noted that the 
price range of approximately Rs 2100— 
Rs 4000 (£ 136—£ 261) per ton and agre¬ 
ed in the International Sugar Agreement 
compares with the EEC's basic interven¬ 
tion price of Rs 2600 approximately 
(£ 169.42) per ton basic quota. The com¬ 
munity guarantees fixed price of Rs 2450 
approximately (£ 160) per ton for imports 
from the ACP countries as against the 
present free market price of Us 1500 
approximarclyr£92)per ton. On this basis, 
EEC agrees that they arc providing fairly 
high price for the poor 47 associated 
countries, the economies of most of whom 
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are highly d^ndent upon sugar 
exports. 

India is one of the party to the new 
International Sugar Agreement and as 
such has a cause for concern about 
EEC’s reluctance to join this agreement 
from the very beginning. It is hoped 
that the EEC will expedite its deci¬ 
sion and participate in this agreement 
fully. Efforts should also be made 
to persuade China, the USSR and east 
European countries to have some sort of 
understanding, if not full participation, 
with the major sugar producing and ex¬ 
porting countries which may be in con¬ 
formity with the basic objectives and 
obligations of the participants in the new 
International Sugar Agreement, 


a step forward 

It should be noted that sugar is one of 
the 10 key commodities identified at the 
1976 UNCTAD Conference for special in¬ 
ternational action. This new sugar agree¬ 
ment represents a major step towards 
stabilising and guaranteeing prices to 
both importers and exporters of agricul¬ 
tural raw materials. It is particularly 
significant for many developing countries 
whose political, social and economic well¬ 
being depends, to a large extent, on 
foreign exchange earned from the exports 
of one or two primary crops. It is ex¬ 
pected that unlike the old agreement, this 
agreement will be honoured in spirit and 
letter by all the participants. 

The International Sugar Organisa¬ 
tion should play a more active role 
in monitoring and surveillance of this 
agreement. The controversies like those 
between Japan and Australia should 
not be repeated under which Japanese 
exporters, of Australian sugar have 
not only decided not to take delivery 
of the shipments already made but also 
are reluctant to find out mutually accept¬ 
able solutions through negotiations. It is 
hoped that the new agreement will con¬ 
tribute significantly towards promoting 
the new economic order and assure stable 
prices and market for the producing coun¬ 
tries and also dependable sources of sup¬ 
plies at reasonable prices to the sugar 
importing countries. 
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Carter assigns major 

role to private sector 


In Ms Economic Report to the Congress, the president of the United 
States has declared Ms Intention to rely heavily on across-the-board 
tax reductions to create more Jobs, stimulate Investment and boost 
the economy. These are extracts from his address. 


I AM proposing tax reductions and reforms 
to continue our strong economic recovery, 
to encourage increased investment by 
American businesses and to create a 
simpler and fairer tax system. I am seek¬ 
ing legistation to address the special pro¬ 
blems of the disadvantaged and the un¬ 
employed. And I am taking new steps 
to combat inflation... 

Last year more than four million new 
jobs were created in our country—an all- 
time record—and unemployment was re¬ 
duced by more than one million persons. 
Output rose by almost six per cent and 
the benefits of this large increase were 


leaves the economy operating below its 
productive potential. We cannot be con¬ 
tent when almost six and one-half million 
people actively seeking jobs cannot find 
work, when three and one-fourth million 
workers take part-time jobs because they 
cannot find full-time employment and 
when one million people have stopped 
looking for a job because they have lost 
hope of finding one. We cannot be con¬ 
tent when a substantial portion of our 
industrial plant stands idle, as it does 
today. 

We cannot be satisfied with an econo¬ 
mic recovery that bypasses significant 


WINDOW 

ON 

THE WORLD 


widely shared. The after-tax income of 
consumers, adjusted for inflation rose 
substantially during 1977. Wages of the 
typical American worker increased by 
more than the rise of the prices and 
business profits also advanced. 

The American economy is completing 
three years of recovery from the severe 
recession of 1974-75. Recovery in most 
other nations has Jagged far behind our 
own... Our inflation rate is also lower 
than in most other nations around the 
world... but much progress remains to 
be made... 

The recession of 1974-75 was the worst 
in 40 years, and the susbtantial increase 
in output over the past three years still 


segments of the American people. Un¬ 
employment among minorities is more 
than twice as high as that among whites— 
and unemployment among minority 
teenagers is tragically high. Women 
have fewer satisfying job opportunities 
than men and older Americans often 
find their access to the job market block¬ 
ed. Farm incomes have dropped preci¬ 
pitously.... 

Businesses are still hesitant in their 
long-term investment planning, and the 
stock market remains depressed despite 
the substantial increase in business pro¬ 
fits. 

The economic difficulties that we face 
in the United-Estates also confront most 


nations around the world...The massive 
escalation of oil prices since 1973 conti¬ 
nues to impose great burdens on the 
world economy. Oil imports drain away 
the purchasing power of oil imponing 
nations and upset the international 
balance of payments... 

Abroad, as well as at home, concerns 
about the future have deterred business 
investment in new plants and equipment. 
As a consequence, economic growth has 
stagnated in many countries.... 

world-wide problem 

The problems we face today are more 
complex and difficult than those of an ear¬ 
lier era. We cannot concentrate just on in¬ 
flation, or just on unemploment, or just 
on deficits in the federal budget or our 
international payments. Nor can we act in 
isolation from other countries. We must 
deal with all of these problems simultane¬ 
ously and on a world-wide basis....I have 
been guided by four objectives for our 
economy that I believe our nation should 
pursue. 

1. We must continue to move steadily 
towards a high employment economy in 
which the benefits of prosperity are widely 

shared.Over the next several years I 

believe we can increase our real output by 
four and one-half to five per cent per 
year and reduce unemployment by about 
one-half of a percentage point each 
year... 

2. We should rely principally on the 
private sector to lead the economic ex¬ 
pansion and to create new jobs for a 
growing labour force.... 

3. We must contain and reduce the 
rate of inflation as we move towards a 
more fully employed economy..., 

4. We must act in ways to contribute 
to the heatth of the world economy. As 
the strongest economy in the world, the 
United States has unique responsibilities 
to improve the international economic 
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ctimsto. The wdt«beiAg of fbe United 
States depends on the condition of other 
Batkins around the worid. Their econo¬ 
mic destiny is, in turn, shaped by ours..;. 

The principal elements of my economic 
strategy are: 

—Adopting promptly an effective na¬ 
tional energy programme;... 

—Managing federal budget expendi¬ 
tures carefully and prudently.... 

—Using tax reductions to ensure 
steady growth of the private economy and 
reforming the tax system.... 

—Working to reduce the federal deficit 
and balance the budget as rapidly as the 
developinj strength of theeconomy allows; 

—Improving existing programmes and 
developing new ones to attack the pro¬ 
blem of structural unemployment among 
the disadvantaged; 

—Promoting greater business capital 
formation.... 

—^Adopting more effective programmes 
to reduce the current rate of inflation...as 
we approach high employment; and 

—Pursuing international economic poli¬ 
cies that promote economic recovery 
throughout the world, encourage an ex¬ 
pansion of world trade, and maintain a 
strong international monetary system. 

primary factor 

The massive oil price increase in 
1973-74 contributed to the double-digit 
inflation of 1974 and to the worst reces¬ 
sion in 40 years. It is a primary factor 
today behind the large deficit in our inter¬ 
national balance of payments. Yet the 
United States still has not enacted a com¬ 
prehensive and effective energy policy. 

Our dependence on imported oil is sap¬ 
ping the strength of the American econo- 
my. Last year our imports of oil reached 
a total of about 45,000 million dollars, 
compared with 8,500 million dollars in 
1973. The increased expenditures on those 
imports have been like a sudden and 
massive tax imposed on the American 
people. Only part of the revenues have 
been returned to the United States in the 
form of higher exports of American goods 
to oil-producing countries. As a conse¬ 
quence, that “tax” has become, a major 
obstacle to economic growth. 

The huge deficit in foreign trade arising 


ftom oar oil imports has contributed to 
the fail in the value of the dcrflar abroad. 
The dollar’s decline has raised the cost of 
the goods we import and contributed to 
inflation. Our deficit also has unsettled 
international monetary markets, with ad¬ 
verse consequences for our international 
trading partners. Our response to the 
energy crisis is therefore a central element 
in our international, domestic economic 
policy. The energy programme will not 
solve our problems at once, but it will 
pave the way for a balanced foreign trade 
position and a strong and sound dollar.... 

The United States has no choice but to 
adjust to the new era of expensive 
energy.... If we act today, we have time 
to make a gradual transition to more 
efficient energy use — by conserving 
energy, increasing domestic energy pro¬ 
duction, and developing alternative sour¬ 
ces of energy.... 

I look forward to working closely with 
the Congress early this year to assure a 
speedy resolution. An acceptable bill 
must satisfy the following principles: 

—^First, the programme must effectively 

t —"x- 


reduce our consumption of limited energy 
supplies—oil and gas — while encourag¬ 
ing energy production and promoting a 
transition to the use of resources that are 
more abundant. 

—Second, the programme must be fair. 
No segment of the population should 
bear a disproportionate share of the cost 
or burden of adjustment, and no industry 
should reap unnecessary and undeserved 
windfall gains. 

—Third, the programme must be con¬ 
sistent with our overall economic stra¬ 
tegy.... 

My administration has given hi^ 
priority to making more effective use of 
limited federal resources. In fiscal 1976, 
federal outlays amounted to twenty two 
and one-half per cent of the nation’s gross 
national product.... 

In formulating my recommendations 
for the 1979 budget, I have exercised very 
strict controls over spending. Adjusted, 
for inflation, the increase in outlays has 
been held to less than two per cent and 
the share of federal expenditures in Gross 

- \ 


What Families wvHI Sava on Taxes 

The following table, supplied by the Treasury Department, shows the 
income tax now paid by the average family of four In various income 
brackets, the savings they can expect after president Carter’s proposals for 
income tax cuts go Into effect, the Increase in Social Security taxes they 
will pay next year and the net change In both taxes. The average family 
earning less than S10,000 will actually collect money from the government; 
some are net taxpayers, but those earning less than $8,000 are eligible for 
an “earned-Income credit” that entitles them to* “refunds” greater than 
their taxes paid. Tax rates even for families earning more than $100,000 
will be reduced, but those people on average will end up paying more taxes 
because of various reforms that the president proposes. 


(Value in dollars) 


Income group 

Present income 
tax payment* 

Change under 
Carter's plan 

Social 

security 

increase 

Net S.S. & 
income tax 
change 

Less than 10,000 

9 

-88 

(refund) 

16 

—72 

10,000-15,000 

867 

—278 

30 

—248 

15,000-20,000 

1,739 

3,117 

—278 

48 

—230 

20,000-30,000 

—337 

115 

—222 

30,000-50,000 

6,287 

—308 

192 

—116 

50,000-100,000 

16,336 

—248 

232 

—16 

100,000-200,000 

40,885 

+202 

268 

+470 

200,000 and ovsr 

127,666 

+2,807 

145 

+;^,952 


Figures are averages for each Income group. ^Based on 1976 returns 

—■Courtesy I Time 
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National Product will fall to 22.07 par 
cent_ 

.. .Tax reduction will be the primary 
means by which federal budget policy 
will promote growth. Careful manage- 
ment of budget outlays and a growing 
economy should permit substantial reduc* 
tions in the years ahead.... 

I am proposing a 25,000 million 
dollar programme of net tax reductions 
accompanied by substantial tax re- 
forms. 

Individual income taxes will be reduc. 
cd primarily through across-the-board 
reductions in personal tax rates with 
special emphasis on low and middle-in* 
come tax payers. . . 

tax reduction 

Business taxes will be reduced by more 
than 8.000 million dollars in 1979 under 
my tax programme, offset partially by 
more than 2,000 million dollars in busi¬ 
ness tax reforms for a net tax reduction 
of nearly 6.000 million dollars. I have 
recommended that the overall corporate 
tax rate be reduced on October 1, from 
the current 48 per cent to 45 per cent, 
and bo cut further to 44 per cent in 1980. 

1 also recommend that the existing 10 per 
cent investment tax credit be made per¬ 
manent, and that the benefits of this 
credit be extended to investments in in¬ 
dustrial and utility structures. 

These proposals do not include any 
adjustment to take account of congres¬ 
sional action on my energy proposals. 

I proposed last April that the Congress 
pass a wellhead tax and rebate the pro¬ 
ceeds of that tax directly to the American 
people. 

These tax reductions are essential to 
healthy economic recovery during 1978 
and 1979. Prospects for continuation of 
that recovery in the near term are favour¬ 
able. Consumers have been spending 
freely and many other economic indica¬ 
tors recently have been moving up 
strongly. 

With the reductions in taxes I have 
proposed. . . the economy should grow 
by four and one-half to five per cent in 
both 1978 and 1979. . .unemployment 
wouid continue to fall and by late 1979 
shoiild be down to around five and one- ^ 


half to sili^per cent. Capacity utilisation 
and after4a9C business profits would both 
improve and thus the rate of investment 
in new plents and equipment should in¬ 
crease significantly.. .working to reduce 
the federal deficit and balance the 
budget as soon as the strength of the 
economy allows. 

In order to assure that our economic 
progress remains on a solid footing and 
is not undermined by inflation, we must 
reduce the federal budget deficit and 
achieve a balanced budget as soon as the 
developing strength in the economy 
allows. .. 

This year I have proposed budgets 
that call for a deficit of 62,000 million 
dollars in 1978 and one only slightly 
smaller in 1979. . . 

In formulating my budgetary decisions 
thus far, I have been careful to avoid com¬ 
mitments that would make it impossible 
for us to balance the budget by 1981... 

During the first two decades of the 
postwar period, the productivity of 
American labour increased at an average 
annual rate of about three per cent. Over 
the past 10 years, however, productivity 


Cut income-tax rates for individuals, 
grant $240 personal tax credit 
Reduce corporate income-tax rate 

Broaden 10 per cent investment tax 
credit 

Eliminate telephone excise tax, trim 
unemployment-insurance tax 
Limit some itemised deductions, 
including medical; end deductions 
for gasoline and state and local 
sales taxes 

Restrict individual tax shelters 

Limit business tax breaks. Including 
foreign operations 
Limit travel and entertainment 
deductions by business, including 
meals 

NET TAX CUT: 


if' 


growth hss iriowed marketedljr—to aboqt 
two per eeqf or less a year. ^ 

The reasons for this break with past 
trends are complex, but one factor titat 
clearly stands out is the relatively slow 
growth in the stock of business plant and 
equipment.. . 

My tax and other economic proposals 
will encourage a greater rate of business 
investment in several ways. By promot¬ 
ing a sustainable rate of economic reco¬ 
very, they will assure businesses of an 
expanding market for the output from 
new factories and equipment. The speci¬ 
fic tax reductions for business I have 
proposed will increase after-tax profits 
and so directly provide additional incenti¬ 
ves for investment. . . 

We cannot achieve full prosperity un¬ 
less we deal effectively with inflation. 
We must take steps to reduce the high 
rate of inflation inherited from the past 
and to guard against a renewed outbreak 
of inflation as we regain a high-employ- 
ment economy. 

Our economy is not suffering at present 
from excess demand... 

Recent experience has demonstrated 


-23.S 

The “best bet" 
proposal 

- 6 

At the top of business's 
wish list 

— 2.4 

Intended to boost 
capital spending 

- 2 

Relief for Individuals and 
business 

+ 5.8 

Consumers groups may 
protest 

+ 1 

Closing a few fatcat 
loopholes 

+ 1.1 

Al Ullman of Ways and 
Means says no 

+ 1.5 

Restaurateurs hate it; so 
does Ullman 

1 24.5 

(Billion) 

Courtesy: New$w»^ 


A Mixed Bag of Benefits 

To spur economic growth, the Carter plan put more emphasis on cut¬ 
ting taxes than on reforming them. But the president did take aim at some 
individual and corporate tax breaks—including three-Martini lunch. 

(Ooliars billion) 
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that tte inflation we Imve inherited from 
the p^t cannot be cured by policies that 
slow growth and keep unemployment 
high. Since 1975, inflation has persisted 
stubbornly at a six to six and one-half 
per cent rate—-even though unemploy¬ 
ment went as high as nine per cent and 
still stands above six per cent, and even 
though a substantial proportion of our 
industrial capacity has been idle. The 
human tragedy and waste of resources 
associated with policies of slow growth 
are intolerable and the impact of such 
policies on the current inflation is very 
small. Moreover, by discouraging in¬ 
vestment in new capacity, slow growth 
sows the seeds of future inflationary 
problems when the economy does return 
to high employment. 

important steps 

Our first task in combating inflation 
is to guard against a renewed outbreak 
of higher price increases in the future. 
Firm discipline over the federal budget 
and a prudent monetary policy are the 
most important steps that can be taken. 
Programmes to attack structural pockets 
of unemployment among our people will 
make it possible to achieve higher levels 
of employment without exerting pressures 
on prices. Greater investment also will 
make a major contribution toward assur¬ 
ing that the capacity of our industry will 
be adequate to meet the needs of a high 
employment economy. 

Enactment of an energy programme will 
eventually reduce the demand for oil 
imports—contributing to market condi¬ 
tions that discourage substantial oil price 
increases and combating the inflation 
that results from a decline in the ex¬ 
change value of the dollar. The prog¬ 
rammes I have inaugurated to build a 30 
to 35 million metric ton grain reserve will 
provide a buffer against sudden upward 
movements in food prices in the event of 
bad weather. 

Our second task—reducing the current 
rate of inflation—will be harder. Yet we 
must tackle the problem. Unless the 
inflation rate is brought down, the rate 
of price increase may well rise as un¬ 
employment falls to lower levels in later 
years, with consequences that would 


thwart our efforts to bring about ftill 
recovery. 

The government,.. can play an im¬ 
portant role in moderating inflation by 
reducing the effects of our own actions on 
prices. By adopting tax incentives and 
other policies to improve the growth of 
investment and productivity, we will help 
reduce the rise in costs and hence in prices. 
The exercise tax reductions I have pro¬ 
posed in May 1979 budget also will 
contribute moderately to lower costs and 
prices. . . 

Government alone connot unwind the 
current inflation, however. Today’s in- 
flationary process is largely the conse¬ 
quence of self-fulfilling expectations. 
Businessmen, expecting inflation to conti¬ 
nue, are less resistant to cost increases 
than they might be, since they have come 
to believe that, with all prices rising, their 
own increased costs can be passed on to 
consumers through higher prices. Wage in¬ 
creases are based on expectation that prices 
will continue to rise. Wage gains in one 
sector spur similar demands in others. 

Since the current inflation has developed 
strong momentum, it cannot be brought 
to a sudden halt. But we can achieve a 
gradual but sustained decleration—having 
each succeeding year’s inflation lower than 
the previous one. A conscious effort should 
be made by those who make wage and price 
decisions to take the individual actions 
necessary to bring about an economy-wide 
deceleration of inflation. 

voluntary programme 

1 am therefore asking the business 
community and American workers to 
participate in a voluntary programme to 
decelerate the rate of price and wage 
increase. 

1 recognize that not all wages and 
prices be expected to decelerate at the 
same pace. For example, where profit 
margins have been particularly squeezed, 
or where wages are lagging seriously, 
deceleration in 1978 would be less than 
for other firms or groups of workers. In 
exceptional cases deceleration may not be 
possible at all. Conversely, firms or 
groups that have done exceptionally well 
in the recent past may be expected to do 
more. 

To enhance the prospects for success of 


this deceleration programme, I have asked 
that major firms and unions respond to 
requests from members of my adminis¬ 
tration to discuss with them on an infor¬ 
mal basis steps that can be taken during 
the coming year to achieve deceleration in 
their industries. In reviewing the econo¬ 
mic situation prior to making my recom¬ 
mendations to the Congress on the size of 
the pay raise for federal workers, due to 
take effect next October, 1 will keep this 
objective of deceleration in mind. 

standard behaviour 

This programme does not establish a 
uniform set of numerical standards against 
which each price or wage action is to be 
measured. The past inflation has intro¬ 
duced too many distortions into the eco- 
nomy to make that possible or desirable, 
but it does establish a standard of be¬ 
havior for each industry for the coming 
year. Every effort should be made to 
reduce the rate of wage and price increase 
in 1978 to below the average rate of the 
past two years. 

1 have chosen this approach after re¬ 
viewing extensively all of the available 
options. There is no guarantee that esta¬ 
blishing a voluntary deceleration standard 
will unwind the current inflation. I be¬ 
lieve, however, that with the cooperation 
of business and labour, this proposal will 
work. Deceleration is a feasible standard 
of behaviour, for it seeks restraint in wage 
and price actions in exchange for a gene¬ 
ral reduction in inflation. It is also a 
fair standard. Industries and workers 
with far different histories and current 
situations will not be asked to fit within 
the constraint of a single numerical guide- 
line. 

The inflation problem will not be easy 
to overcome. It will take time and pati- 
ence. But the importance of these efforts 
cannot bo overestimated. Unless we gain 
better control over the inflation rate, the 
prospects for regaining a fully employed 
economy will be seriously reduced. My 
administration cannot and will not pursue 
policies in the future that fhreaten to 
trigger a new and more virulent round of 
inflation in this conntry.To do so would be 
the surest way of destroying the hopes of 
our citizens for a long-lasting prosperity. 
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>OWON THE WORLD 


Ireland forges links with wider world 


The president of Ireland, Mr Patrick J. Hlllery, and his wife are on a 
state visit to this country. Mr Hlllery Is accompanied by the Foreign 
minister, Mr Michael 0*Kennedy. This article describes Ireland's place 
and role In the EEC and also Indo-lrlsh economic and trade relations. 


Ireland became a member of the EEC 
on January 1, 1973. Membership fol¬ 
lowed a long period of arduous nego¬ 
tiations which were led by president HiJ- 
Icry \vho was then Foreign minister. 
When agreement had been reached with 
the original member states on terms of 
entry the question was put to the Irish 
electorate. In a referendum in May 
1972 more than four-fifths of the vote 
was in favour of entry to the EEC. 

Ireland joined the Community for a 
number of reasons. Successive govern¬ 
ment have favoured European unity and 
the political and economic benefits which 
European unity has brought to the 
people of Europe. The bulk of Irish 
exports go to Britain and the other 
member countries of the Community 
and to stay outside the Community 
would deprive Ireland of an easy access 
to these markets. Membership of the 
Community would help to reduce Ire¬ 
land's overdependence on the British 
market. The Community has adopted 
and pursued progressive policies towards 
the less developed countries and mem¬ 
bership would enhance Ireland's ability 
to make a contribution to this process. 

active participant 

Ireland has every reason to be satis¬ 
fied with its progress as a member state 
of the Community. On the political 
level Ireland has taken part in the evolv¬ 
ing process of the EEC as a political 
entity. Trade has grown rapidly since 
accession to the EEC and Ireland has 
been able to diversify away from the 
British market. In 1974 Britain took 
56.4 per cent of Irish exports. By 1976 
this proportion had fallen to 48.8 per 
cent. In the same period the percentage 
of total Irish exports to the conti¬ 
nental EEC countries grew from 25 per 
cent to 36 per cent. Membership has 
eased to some extent the impact of the 


recession and the agriculture industry in 
particular has benefited from the improv¬ 
ed marketing conditions which the EEC 
offers. Irish growth expanded at a faster 
rate than the Community average and 
the outlook for 1978 is good. 

important milestone 

In the years to come the EEC will 
face many problems. Irish policy is 
to encourage a close economic and poli¬ 
tical unity within the Community and 
to persuade its partners to evolve ins¬ 
truments which will encourage the eco¬ 
nomic development of the less well off 
regions which include Ireland. The 
drive to give the European parliament a 
more powerful voice in EEC decision 
making will take a major step for¬ 
ward in the current year when 
members of the parliament are 
directly elected to the assembly. Ireland 
has supported this process and sees 
it as an important milestone in closer 
union. As regards third countries such 
as India, Ireland strongly supported the 
EEC scheme of project aid now in 
operation and has encouraged the grow¬ 
ing cooperation between the Community 
and India. Ireland hopes for an outward 
looking EEC which will increase its 
internal expansion. 

India’s export trade with Ireland 
though small is well in excess of trade 
in the other direction and India enjoys 
a sizable favourable balance in its overall 
trade. Apart from the traditional ex¬ 
port items —tea and tobacco—-India has, 
in recent years, diversified its trade to 
include textiles and engineering products 
such as steel tubes. Irish trade includes 
items such as chemicals, medicaments 
and scientific instruments. 

From figures over the last four years 
it can be seen that India has maintained 
a consistent trade balance in its favour 
and in 1977 the trend in the first eight 


months shows a substantial widening of 
the trade gap. 

(Rs. million) 
_ 

_ 1974 1975 1976 1977 SepQ. 

liish 

exports 32.91 5.86 10.36 3.39 

Indian 

exports 96.54 136.32 130.73 182.70 

Balance 

in India’s 

favour 63.63 130.46 120.37 179.31 

CSO Ireland figures 

Ireland's membership of the European 
Economic Community (EEC) has done 
much to improve the trading climate for 
India in the Irish market. Apart from 
tobacco and tea—the traditional export 
items—exports of sjmi-manufactured and 
unmanufactured good have more than 
doubled between 1974 and 1977 from 
Rs 15.42 million to Rs 41.21 million. 

Unfortunately Irish exports have not 
matched the performance of Indian ex¬ 
ports. There are a number of reasons for 
this. Food items which form a major part 
of Irish exports and the series of good 
harvests in India since 1975 have greatly 
reduced India’s dependence on foreign 
food sources. In 1974 for instance, 
Ireland sold milk powder to the value 
of Rs 31.81 million to India but since 
then the food sales have been minimal. A 
further and equally important reason for 
India’s favourable balance is the growing 
sophistication of India’s industrial sector 
and the policy of import substitution 
which restricts the prospects of consistent 
.sales of industrial products as opposed 
to raw materials and capital goods. 

Ireland is, obviously, very anxious to 
arrest to some extent the imbalance in 
India’s favour in its trade between the 
two countries. The present excellent 
foreign exchange position of the Indian 
economy gives India an opportunity to 
buy sophisticated equipment such as 
scientific instruments and products, chemi¬ 
cals for her own industry. It is in sectors 
like this that Ireland has much to offer. 
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The prime minister's 

statement in Bangalore that he had no 
thought, whatsoever, of changing his col¬ 
leagues and his forthright declaration that 
‘‘they will change only when I get chang¬ 
ed*’ have had a mixed reception. Not 
everyone has been impressed by the 
sacramental view taken by Mr Morarji 
Desai of his holy union with his fellow 
ministers. He, however, has a point. His 
remarks were made in the context of 
preslstent rumours that the Finance minis¬ 
ter would soon be leaving the cabinet. 
While speculation of this kind is always 
embarrassing or inconvenient to the 
minister concerned as well as to the 
government, the situation becomes parti¬ 
cularly complicated when the budget is 
only a few weeks away. Mr Desai, there¬ 
fore, necessarily had to scotch reports 
that he might be dropping the Finance 
minister. He also made use of the occasion 
to indicate that all the present ministers 
will enjoy complete security of tenure so 
long as he himself remained prime minis¬ 
ter. This surely is a pragmatic approach 
for one in his position to take. Any 
attempt on his part to add to or delete 
from the council of ministers may cer¬ 
tainly activate or energise the personality 
strains and the group tensions within the 
Janata party. It is only reasonable that 
Mr Desai should be reluctant to court this 
trouble, unless, of course, it becomes 
absolutely necessary that he should take 
risks with the precarious fellowship of the 
Janata Bosses. 

1 would readily concede, of course, that 
this is not an ideal situation. The com¬ 
position of the present cabinet is far from 
satisfactory and there are more than a 
few inadequate individuals in it. Never¬ 
theless, it is just possible that weeding 
them out could give rise to more problems 
than it solves. Perhaps what Mr Desai 


could do in these circumstances is at least 
to effect some reshuffling of portfolios. I 
am not going to mention names just now 
and I would only suggest that there are 
some programmes of the greatest national 
importance which need to be entrusted to 
ministers whose thinking is relevant to 
the needs and demands of those pro¬ 
grammes. The prime minister owes it to 
the people to carry out at least this 
realignment of the business of government. 
If he does so it will be easier for the 
public to sympathize with the difficult 
position which he finds himsrif in with 
regard to effecting major changes in the 
composition of the cabinet. 

The Supreme Court has 

lately been making history of sorts. When 
the “contempt” case against The Times of 
India came before a bench presided over 
by the chief justice on January 18, he 
observed that it should be adjourned to 
January 30 so that it could be heard along 
with another contempt case against the 
Indian Express posted for that date. His 
fellow judges on the bench, Mr N.L. 
Untwalia and Mr P.S. Kailasani, however, 
stated their view that the proceedings 
should be dropped at this stage. Mr 
M.H. Beg, nevertheless, insisted on the 
counsel for the editor-in-chief of The 
Times of India arguing the matter and, he 
said, thereafter, that he wanted to reserve 
his order. But, Mr Untwalia short-circuited 
the whole proceedings by dictating then 
and there his order, with which Mr 
Kailasam associated himself, dropping 
the proceedings. The chief justice then 
delivered a separate judgment saying 
that he was unable to agree with the 
majority view. The text of his judgment 
made it clear that what he was mainly 
concerned with was that he should have 
an opportunity to state his views on the 
controversy raging over the majority 
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judgment in the habeas-corpus case decid¬ 
ed during the emergency—a controversy 
which was at the base of the contempt 
proceedings. 

It never rains but pours. 

For the second time in a week the chief 
justice, presiding over a bench, found 
himself delivering a minority opinion. 
The Maneka Gandhi passport case was 
decided on January 25. Three judges, 
Mr P.P. Bhagwati, Mr N.L. Untwalia 
and Mr Murtaza Fuzai Ali, delivered the 
main judgment which, in its operative 
part, chose not to pass any formal order 
on Mrs Maneka Gandhi’s petition or to 
interfere formally with the government's 
order impounding the passport, in view 
of certain undertakings given by the 
Attorney-General. The chief justice, in 
his minority decision, agreed that no for¬ 
mal action was necessary, but he also ex¬ 
pressed the view that the impounding 
order should be quashed and the pass¬ 
port returned to Mrs Maneka Gandhi. 
Besides the three judges mentioned earlier, 
another three, viz., Mr Y.V. Chandra- 
chud, MrV.R. Krishna Iyer and Mr P.S. 
Kailasam, had also delivered judgments 
concurring with the main verdict. With¬ 
out discussing in detail the respective 
merits of the judgments delivered on this 
occasion, I would suggest that the view 
taken by the chief justice in favour of 
quashing the government order impound¬ 
ing the passport seems a sound one. This 
however has not saved the chief justice 
from finding himself in a minority 
of one. 

Mr Beg is due to retire later this month 
and the fact that, during the fag-end of 
his tenure, he could not carry with him 
on two occasions the bench over which he 
presided tells its own story and carries 
its own moral. This prompts me to say 
that, perhaps, Mr Justice Chandrachud 
and Mr Justice Bhagwali, whose names 
have got involved in the controversy 
over the habeas-corpus judgment and 
appointment of the next chief justice, 
may be doing a service to themselves 
as well as to the higher judiciary 
of the nation by 
publicly opting 
out of the succes¬ 
sion picture. 
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Civic leadership and 

socio-cultural milieu 


Gomnment uid Politics of Big Cities—An Indian Case Study: Ali Ashraf ; Concept 
Publishing Company, Delhi; Pp. 201; Price Rs 32. 

Towards an Industrial Policy 2000 A.D. : P.D. Malgavakar and V.A. Pai Panandikar; 

Centre for Policy Research, New Delhi; Pp. 68; Price Rs 25. 

Planning In India: Theory and Practice: V.T. Krishnamachari, Orient Longman; 
Pp. 191; Price Rs 15. 

The Contents of Economic Growth (and other Essays): Bhabatosb Datta; Research 
India Publications, Calcutta; Pp 255; Price Rs 50. 

Unemployment in India—Policy for Manpower: K. Puttaswamiah; Oxford & IBH 
Publishing Co., Pp 196; Price Rs 50. 

Public Enterprise Investment Decisions In India • A. Besant C. Raj; The Macmillan 
Company of India Ltd; Pp 235; Price Rs 58. 


It is rightly said that urbanisation marks 
technological and economic progress. It 
is therefore widely recognised as an in¬ 
dicator of social change and modernisa¬ 
tion. It is unfortunate that technological 
and economic progress however is not 
always matched by functional changes in 
social and political environment. When 
such a lag occurs, the natural conse¬ 
quence, as is too often observed, is un¬ 
satisfactory urban development and 
political disorganisation. The critical 
question therefore pertains to development 
of towns and cities into viable and active 
communities. 

Government and Politics of Big Cities-- 
An Indian Case Study is an excellent 
study by Ali Ashraf which seeks to focus 
attention on *'the nature of local politics 
in three cities and its impact on their 
growth into a self-sustaining and problem¬ 
solving political systems”. In more con¬ 
crete terms, this study aims at analysing 
the performance of municipal governments 
in Calcutta, Kanpur and Ahmedubad. 
The author has made an attempt to 
understand the socio-cultural milieu of 
the above three cities, the evolution of 
municipal government and civic leader¬ 
ship, and their impact upon the manage¬ 
ment and performance of these municipal 
corporations. 

The study is basically concerned with 
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people's will and ability of the above- 
mentioned three cities to organise their 
civic life and bring about environmental 
improvements. The author found that 
“while the municipal government in 
Calcutta and Kanpur has been characte- 
rised by a definite bias against purposive 
and concerted drive towards effective 
planning and development, Ahmedabad 
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municipal authorities have demonstrated 
a remarkable degree of competence in 
dealing with problems of civic improve¬ 
ment.” 

According to the author, the key to 
an understanding of the municipal incapa¬ 
city of Caicutta must be sought in the 
iong and exclusive control exercised over 
the Calcutta municipai corporation by 
a social class and political party whose 
interests have run counter to the require¬ 
ments of civic development. *'The wide 
gulf between the city and its government, 
the dysfunctional social and political 
interests of municipal counciUors, and 
the irresponsible and oligarchic nature of 


their regime ate the crucial political 
factors controlling the outcome of 
Calcutta’s civic administration.” This 
system, according to the author, has 
facilitated the protection of parochial and 
particularistic interests of a small section 
of the people and led to the suppression 
of some vital issues in the sphere of civic 
administration. The Congress municipal 
party which controlled for long Calcutta 
municipal corporation concerned itself 
with the pursuit of political objectives 
at the cost of development. The party 
sheltered parochial interests and tried to 
promote party interests, rather than 
civic improvement. The left wing forces 
that emerged after independence fared no 
better. 

squandered funds 

The Calcutta municipal corporation 
did little to augment its finances 
and instead squandered its limited re¬ 
sources in patronage. The municipai 
bureaucracy was characterised by indis¬ 
criminate patronage and overstaffing. 
The municipal leaders and the oligarchic 
nature of their rule have made Calcutta 
corporation “a close preserve of a parti¬ 
cular group unfit for wider civic respon¬ 
sibilities.” In the face of such develop¬ 
ment and type of leadership in Calcutta 
municipal corporation, is there any 
wonder that there should be overcrow ding 
degradation of housing, health hazards, 
primitive water supply system, ladle of 
space for industries, trafiic bottlenecks, 
power shortages, still unsolved refugee 
problem? No wonder, an international 
team called Calcutta ‘a city in crisis’. The 
team stated that ’‘they have not seen 
human degradation on a comparable 
scale in any other city in the world.” 
According to the author, the political 
environment lies at the root of CUcutta’s 
malaise! 

The auther found that the local politi¬ 
cal system in Kanpur is also characterised 
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by immobility and sterility of its own. 
<«The various social and economic groups 
in Kanpur are separately engaged in 
their ovm pursuits, and the city has not 
developed a moral, intellectual or politi¬ 
cal force that could redeem it.’* The 
merchants and manufactuiers are pre¬ 
occupied with commerce and industry 
and multiplicity of trade unions has 
thoroughly disorganised the social and 
political life of the city. What is more, 
urban politics in Kanpur has been domi¬ 
nated by warring factions with strong 
linkages with state factions which are 
distinguished by leadership that is indivi¬ 
dualistic, castist and communal. All this 
has resulted in heartless exploitation of 
the municipal body for private benefits. 
No wonder, municipal servants have be¬ 
come highly irresponsible and defiant, 
apart from being highly corrupt and in¬ 
efficient. A visitor to Kanpur is shock¬ 
ed by “most pcstilentical drains, ferment- 
ing cesspools and gigantic piles of gar¬ 
bage mixed with excreta., .surely it would 
not be correct to dignify by the name of 
‘Air’, the substance one breathes here.’' 

refreshing contrast 

Ahmedabad presents a refreshing con¬ 
trast to both Calcutta and Kanpur. 
Ahmedabad appears to have a tradition 
of modernity characterised by attitudes 
and skills associated with self-conscious 
control of social circumstances and physi¬ 
cal conditions. The city is characterised 
not only by individual enterprise but also 
by an environment and ethos of social 
purpose and integration; public life is 
charecterised by a sense of community 
and political responsibility. The strong 
tradition of social work, pragmatic 
approach and strong commitment to self- 
government all di.stinguish municipal 
administration of Ahmedabad which may 
easily serve as a model for other cities 
and towns in India. 

Municipality is said to be the training 
ground for democracy at the higher levels. 
It is therefore pathetic to read about 
conditions of municipal administration in 
Calcutta and Kanpur. It is however 
Ahmedabad which redeems man’s faith 
in democratic institutions. The study of 
democratic institutions at the lower level 
is absolutely essential, if the matters are 


to be set right by suitable remedial 
measures. From that point of view, this 
excellent book by Ah Ashraf should serve 
as a model for similar studies of other 
municipalities and municipal corporations 
in India. Such studies would point out 
the essentials of good municipal adminis¬ 
tration. Attempts will then have to be 
concentrated on building national con¬ 
sensus on these issues. These are vital 
matters because in one sense municipal 
admii#stration has a more vital bearing 
on the lives of people than even the state 
and central administration. 

INDUSTRIAL POLICY 

We are in the last quarter of the 20th 
century. Naturally certain problems pose 
themselves before perspective planners 
and statesmen. What should be the key 
policy objectives of India’s industrial 
development? Is the existing frame¬ 
work adequate? Or should the present 
industrial policy framework be reexamined 
and be made subservient to the basic 
socio-economic policies so that the direc¬ 
tions of the national movement are clear 
as India moves towards the 21st century? 

The authors of Towards An Industrial 
Policy 2000 AD have rightly emphasised 
the objectives of future industrial policy 
as : (i) ensuring the minimum needs of 
the people, specially of the lowest 30 per 
cent, in regard to consumption, health, 
self-development and housing; (ii) deve¬ 
loping production facilities and capaci¬ 
ties in areas essential for national security 
and defence; (iii) building adequate ex¬ 
porting capacity to meet India’s import 
requirements and debt-servicing charges; 
and (iv) creating a technological research 
and development base so as to be on a 
par in technological matters with other 
advanced countries of the world, and also 
to enable the country to make maximum 
use of the country’s human and natural 
resources, existing and potential. In 
brief, according to the authors, the basic 
objective of future industrial policy of 
In^a should be “removal of poverty and 
attainment of self-reliance.** The authors 
have worked out the framework of India’s 
fhture industrial policy with the above 
objectives in view. 

The authors have rightly emphasised 
that the critical prerequisites for successful 


industrial and economic development of 
the country are: population control and 
food production. The population esti¬ 
mates of India by the year 2000 AD 
range from a minima of 830 million to a 
maxima of 1035 million. If population can 
be contained within the above minima, 
the per capita income would almost 
automatically go up since the labour 
force would not be a constraint. Also, 
this would have profound cumulative 
impact on the country’s future, radically 
changing the ultimate picture in country’s 
favour. Also, with a population of only 
830 million, food requirements would be 
20 per cent less than if total population 
were 1035 million. 

The study reveals that at the present 
rate of four per cent growth, the GDP of 
the country would be inadequathe to meet 
even the basic needs of the people by the 
end of the century. The minimum needs 
visualised at the rate of per capita con¬ 
sumption of Rs 20 per month for rural 
population and Rs 25 for urban popula¬ 
tion (at 1960-61 prices), if provided, 
would alone consume nearly 69 per cent 
of the GDP in the year 2000 AD. This 
implies that the rates of growth of the 
Indian economy will therefore have to be 
raised to and constantly maintained at 
between 6 and 8 per cent over the next 
25 years, to give the country a reason¬ 
able chance to meet the various demands 
on the nation’s economy and polity. 

many implications 

These assessments have many implica¬ 
tions concerning rale of growth, direction 
of growth, methods, processes, institu¬ 
tions and organisational structure and 
skill formation and deployment that would 
enable the country to meet the various 
needs at lesser costs. According to the 
authors, this is no mean task because it 
implies concentration of our research and 
development efforts to have a break- 
through for meeting the minimum needs 
in regard to food, nutrition, clothing, 
shelter, education and health facilities. 

The authors have sugg^ted that India 
will have to take measures a^ did Japan 
to reduce the raw materials intensity in 
the final product. According to theii 
estimate, a target of 50 per cent reduction 
of this type by the year 2000 AD seems 
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feasible. Towards this objective, utilisa¬ 
tion of wastes, scrap and by-products for 
greater effectiveness of raw materials 
will have to be encouraged. 

Another crucial conclusion of the study 
is that nearly 150 million new jobs will 
have to be created during the next twenty- 
five years. This would mean that six mil¬ 
lion new jobs will have to be created 
every year until the end of the century. 
Even if it is assumed that only Rs 15,000 
will be required to create one job, it 
would mean that investment of nearly 
Rs 9000 crores per annum will be needed 
for the next 25 years. This is truly a task 
of gigantic proportions and which ap¬ 
pears, at any rate at present, beyond the 
country’s capacity! 

The industrial policy will have also to 
ensure production of various types of 
goods and services to keep in step with 
anticipated demands, failing which stresses 
and strains like shortages and surpluses 
of goods leading to hoarding and other 
malpractices or distress sales and layoffs 
appear inevitable. Taking the require¬ 
ments in view of the next 25 years or so, 
the authors have suggested an industrial 
structure consisting of consumer goods 
at 25 per cent, intermediate goods at 25 
per cent and basic goods at 47 per cent. 
This would imply a major thiust in the 
intermediate goods industries which will 
have to improve* from the present 19.57 
per cent to 25 per cent. The authors 
have not given details of production 
levels in specific industries as that would 
need further research and also because 
possible technological developments make 
long-term projections hazardous and 
unrealistic. 

initial effort 

According to the authors, the present 
study is only an initial effort to clarify 
policy objectives and broad parametric 
implications of the policy objectives. 

The perspective plan for the industrial 
development for the next 25 years by the 
authors is very broad in nature and within 
the existing framework. Taking into con¬ 
sideration the incapacity of the industrial 
development since independence to meet 
the basic needs of the masses and also to 
solve the growing and menacing problem 
of unemployment, the authors should 
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have thought of a totally new policy frame¬ 
work based on decentr^isation of indus¬ 
tries on the basis of available resource- 
endowment and human labour and requir¬ 
ing manageable per capita investment, 
instead of Rs 15,000 which they have 
assumed on the present basics. The 
authors should have sought Indian solu¬ 
tions to Indian problems. With a correct 
vision and dedicated efforts, rapid indus¬ 
trial development of the country aimed 
at meeting mass needs and making coun¬ 
try self-reliant should not be beyond the 
capacities of the Indians. 

PLANNING 

The original version of Planning in 
India—Theory and Praciice : by late V.T. 
Krishnamachari aimed at providing ‘‘a 
concise and simple exposition of the 
basics of Indian planning for a 
general audience.” That book was well 
received as it provided to the students 
insights into the administrative aspects 
of a planned economy. In this new edi¬ 
tion the stress is on planning models and 
the technical aspects of model-building. 
This was felf necessary in view of the 
development of various sophisticated 
techniques which are being introduced in 
planning since 1960$. But at the same 
time, needs of the general readers are 
not forgotten. The typos of planning 
practised, changing administrative pat¬ 
terns with the process by planning and 
the progress of the different five-year 
Plans are ail covered succinctly. 

The author begins by showing how an 
underdeveloped economy is characterised 
by “a rigid dichotomy between the 
‘modern’ and ‘subsistence’ sectors, under¬ 
developed capital markets, low per capita 
incomes and highly ‘skewed* distribution 
of incomes, low productivity in industrial 
and agricultural sectors, the lack of basic 
amenities like water, housing and sanita¬ 
tion, an adverse man-land ratio with the 
rising pressure of population on land and 
other adverse factors.'* Naturally, the 
state appears to be the only organ capable 
of a coherent national effort to raise the 
standard of living of thepeopletliroughthe 
coordination of administrative decisions. 
Economic development of such countries 
can be brought about within reasonable 
time only^, through planning. Market 
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imperfections, externalities and the struc¬ 
ture of the economy all point to planning 
as the only and most effective instrument 
of rapid economic development of back¬ 
ward countries. 

^open' economy 

The author has explained the constitu¬ 
tional framework, and the role, structure 
and functions of the Planning Commission 
in an ‘open’ planned economy like that 
of India. Against the above background, 
the author has surveyed Indian planning 
models. A number of people like Frisch, 
Oskar Lange, Richard Goodwin, Jan 
Sandee. Rosenstein-Rodan, Max Millikan, 
Louis Lefeber, Arnold Harberger Richard 
Eckaus, I.M.D. Little andW.B.Reddaway 
have helped produce research models, 
apart from official planning models. It 
is only since 1960s that ‘foreign’ models 
went into the background and official 
models have predominated. 

From 1960s onwards, the Planning 
Commission produced perspective plans 
and materials balance projections which 
revealed a depth of analysis not seen in 
the first and the second five year plans. 
Input output and matrix analysis came 
into its own and the fifth Plan model at¬ 
tained a still higher degree of sophistica¬ 
tion when it moved away from the ‘invest¬ 
ment’ approach to defining a ‘consump¬ 
tion’ standard and then postulating invest¬ 
ment requirements. 

The author has made an attempt to 
show how the first five-year Plan had ‘no 
theoretical scaffolding’, and how it was 
only “a process of rationalising and 
coordinating various schemes into a cohe¬ 
rent network”. According to the author, 
it was “a highly verbose essay in plati¬ 
tudes”. The Mahalanobis model which 
influenced the second Plan was also, ac¬ 
cording to the author, incomplete and 
defective. For example, in adopting Feld¬ 
man model, the effect of foreign trade 
were overlooked, for the second 1*lan 
hardly makes mention of exports. '‘Strains 
on the balance of payments through im¬ 
ports of 'maintenance’ goods were not 
built into the model.” The employment 
output ratio envisaged never materialised; 
the forces governing volume of saving 
were not accounted for; and the presump¬ 
tion that the rate of income growth and 
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population growtli are independent of 
each other is not borne out by empirical 
evidence. According to the author, “not 
the least of the criticism levelled against 
the model is the lack of an clement of 
choice. 

The logical framework for India’s third 
Plan leaned heavily on the work carried 
out by W.B. Reddaway who introduced 
the concept of backward planning i.e. 
“working back of the plan dimensions in 
the light of a given demand in the final 
year”. He also stressed the need for 
commodity balances to be included in the 
plan framework. In the backward plan¬ 
ning analysis, intermediate relations are 
assumed away and only terminal year 
relationships between demand and output 
are considered. This is consistency model. 

sectoral balance 

The official formulation of India’s fourth 
Plan framework recognised the need for 
sectoral balances, backward planning at 
specific intervals and a definitive treat¬ 
ment of exports. 

The fifth Plan is unique in that, for the 
first time, according to the author, the 
conceretc objective of providing a mini¬ 
mum level of consumption for the bottom 
30 per cent of India’s population has been 
laid down. In previous plans consump¬ 
tion was a residual. The stress was on 
investment and output targets with the 
hope that consumption would somehow 
find a ‘desired’ level. In the 1960s the 
debate ensued on the extent of poverty in 
India, conclusion every time reached be- 
ing an appalling degree of poverty and 
urgency of relief that should be provided. 
Equally inescapable was the conclusion 
that the benefits of planning in India had 
all along gone to only the top 20 per 
cent of the population, with worsening 
income and wealth inequalities. Hence 
the fifth Plan draft considered the remo¬ 
val of poverty as one of the major tasks 
of planning (the other being self-reliance). 
The plan aimed at redistribution of con¬ 
sumption from the top 30 per cent to the 
bottom 30 per cent of the population and 
reduction of net foreign aid inflow to 
zero by the terminal year of the fifth 
Plan. 

The author is critical that the fifth Plan 


model does not explain adequately the 
relationship between redistribution of 
income and consumption and import 
requirements and self-reliance; nor does 
it explore in detail the trade-off between 
increased consumption at the lower levels 
and possibility of reduced savings. 

Along with the various plan models 
and their impact on various five year 
Plans, the author has also analysed a 
number of issues such as priority to agri¬ 
culture or to industries, balanced growth 
versus unbalanced growth and so on. 

The merit of the book lies in this that 
it will cater for the needs of both, namely 
the advanced students of economic plan¬ 
ning as also the lay readers interested in 
knowing the framework and methodology 
adopted by Indian planners. V.T. 
Krishnamachari with his unsurpassed 
administrative experience has combined 
in his book analysis, theory, empirical 
evidence and planning practices and 
procedures and a great amount of data 
which has accumulated over the years. The 
result has been a neat little book com¬ 
pact, diTcci and extremely scholarly. 

ECONOMIC GROWTH 

Dr Bhabatosh Datta was professor of 
Economics at Presidency College, Calcutta 
and on different occasions held a number 
of important posts such as those connect¬ 
ed with the IMF, Banking Commission, 
the Reserve Bank of India and IDBl. 
The Contents of Economic Growth (And 
Other Essays) contains articles written by 
Dr Datta from time to time during the 
last decade or so. The articles deal with 
topics such as problems of economic 
growth and planning and problems of 
money, banking and public finance. Some 
of the articles written earlier are of topi¬ 
cal nature and therefore only of histori¬ 
cal significance. But there are some others 
containing ideas which arc of relevance 
even at present. 

According to Dr Datta, there was a 
rather confusing discussion on the objec¬ 
tives of planning and sudden emergence 
of a‘new economic thinking’ which was 
a mystery to those who have thought 
seriously on India’s economic problems. 
While the new economics has drawn 


renewed attention to what was obvious to 
all, namely mass poverty in India, accord¬ 
ing to Dr Datta, it has also shown the 
essential limitations of fiscal and other 
income-transfer policies. 

The author is of the opinion that 
the required transfer of Rs 800 crores 
to Rs 1,000 crores simply cannot be 
brought about by fiscal or any other 
means because the topmost tenth 
of the Indian population includes not 
only the very rich, but also school 
teachers, certain categories of factory 
workers, office goers and so on. However 
strong the case for such a transfer, it would 
be wrong, according to the author, to 
lump together big business tycoons and 
school teachers. Also, what is often for¬ 
gotten by these economists is that *‘income 
transfer process has to be an integral 
element of the income creation process 
and not a process of post-Tactum correc¬ 
tives.” The new thinkers tend to separate 
growth objective from the objective of 
social justice. In the face of such thinking, 
planning becomes an empty exercise. The 
author has rightly brought out the point 
that if the objectives of growth and social 
and economic justice arc embodied in 
planning, the question of there being 
conflict between the two does not arise at 
all. The main requirement therefore is 
clarity of objectives. 

traditional meaning 

The author has also questioned the 
traditional meaning that is attached to 
GNP which while being calculated gives 
the same importance to say Rs 2 crores 
worth of soft drinks as to Rs 2 crores 
worth of foodgrains! The social justice 
postulates therefore should be clearly 
laid down and that should enable giving 
proper vveightages to different commodi¬ 
ties, especially in a backward country 
like India, instead of as at present cal¬ 
culating GNP on the basis of prevailing 
market piices which again assumes the 
existing pattern of income distribution. 

According to the author, the danger 
lies in the possibility that economy may 
grow and investment of desired level may 
take place while investment in low- 
priority sectors would both give a mis- 
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leacling picture increase in (jNP and 
also perpetuate income inequalities. It 
needs to be emphasised that components 
of an aggregate are as important as the 
aggregate itself, especially for a develop¬ 
ing country. 

Writing about self-reliant grovvth, the 
author is of the opinion that economy is 
self-reliant, if its growth process generates 
enough savings to provide for the domes¬ 
tic requirements of investments (private 
and government) and also enough exports 
(including invisible) to finance all neces¬ 
sary imports. But according to the 
author, foreign assistance becomes neces¬ 
sary for some time to achieve freedom 
from such assistance. Foreign assistance, 
necessary in the early stages of economic 
development of developing countries, 
would taper off gradually. The only 
danger is that '*the perfect step-by-step 
success in implementation that such an 
objective calls for may not be attained.” 
But the author has emphasised that 
since foreign assistance is influenced by 
various non-economic factors and is 
therefore uncertain, “the important pro¬ 
tective measure for these countries is to 
keep alternative plans ready—each com¬ 
plete in itself with its relevant balances 
and weights.” 

no conflict 

The author finds no conflict between 
the objective of growth and economic 
justice in the shape of reduction of in¬ 
equalities of incomes. The author con¬ 
tends that “under certain types of 
economic organisation, economic growth, 
defined in terms of conventional arithmeti¬ 
cal total, may be facilitated by maintain, 
ing or even increasing income inequali¬ 
ties.*’ But the author rightly maintains 
that there is however no reason what¬ 
soever why any panicular conventional 
measure of a growth indicator should be 
adopted independent of a major premise 
of economic policy. In other terms, 
income inequality fostering higher rate 
of saving and investment but producing 
luxury and semi-luxury goods may be 
less desirable than greater equality in 
income distribution with lower rate of 
saving and investment but producing 
necessary and essential goods. The 
author has rightly warned that social and 


economic Justice caunot be sought by 
special redistributive schemes or accord¬ 
ing to the principle of compensation of 
the Hicks-Kaldor type. The best solution 
of the problem of poverty lies in the 
appropriate planning of output, employ¬ 
ment and income, so that incomes are 
created for those for whom the essential 
goods are being produced. 

Writing on planning, the author has 
rightly pointed out that *‘the expected 
time-paths of the public sector outputs 
were never linked up with the desired 
time-paths of the private sector outputs.” 
To that extent planning in India was 
defective and incomplete. He has also 
pointed out that with the acceptance of 
mixed economy, *'the overemphasised 
conflict between the public sector and 
private sector or between private gains 
and social benefits can be minimised with 
proper planning.” Writing about the 
problem of unemployment, the author 
is confident that the problem can be 
successfully tackled with decentralised 
type of planning. But he has also warned 
that this requires detailed planning; but 
“an efficient planning for decentralised 
growth requires much more careful 
thought and design than wc have been 
accustomed to uptill now.” 

These are all the bright spots that one 
romes across in the fairly large number 
of articles included in the book. All else 
is just routine, informative and pedestrian. 
From a person with highest academic 
background and one associated with 
various eminent national and inter¬ 
national economic institutions, one ex¬ 
pected greater insight into the probiems 
before the country and more absorbing 
analysis and exposition. 

UNEMPLOYMENT 

Provision of full employment has 
become in all countries, developed as 
well as developing, one of the important 
objectives of economic policy. It is now 
increasingly realised that alternative to 
full employment means so much human 
suffering in the shape of fear, insecurity, 
malnutrition and frustration, in addition 
to so much loss of production that could 
have been contributed by the unemploy¬ 
ed. The auti^ of Unemphynmilin India--- 


Policy for Manpower, 0r K, Puttaswtadah 
has presented in his book analysis of the 
various aspects of the problem of un¬ 
employment in India. After briefly dealing 
with the theoretial framework of employ¬ 
ment, unemployment, under-employment 
and so on, the author has straightaway 
taken up the most baffling problem of 
unemployment in India. 

The author has rightly stressed the 
central point that ‘*The unemployment 
problem in our country should be viewed 
not as a ^residual’ problem to be tackled 
after the other problems have been 
solved, but as the ‘primary’ problem.” 
He has insisted that all economic policies 
of the goverment, whether they are price 
policy, trade policy or taxation policy, 
should have one guiding principle, name¬ 
ly creating increasing opportunities of 
employment in the economy. According 
to him, all other objectives should be 
subordinated to the imperative need for 
maintaining employment at the highest 
level. 

the backlog 

In India though total outlay has been 
growing from plan to plan, increase in 
employment opportunities has not been 
commensurate with the huge investments 
undertaken. The backlog of unemploy¬ 
ment has been increasing with the intro¬ 
duction of every new five-year Plan. Since 
this cannot go on and since attainment 
of social justice is essential even for 
safeguarding democracy, steps must be 
immediately taken to tackle the problem. 
First, the magnitude of the problem must 
be assessed because vaguest notions still 
prevail even among experts as regards 
the volume of unemployment and under¬ 
employment in the coimtry. After doing 
this, priority will have to be given in the 
plans to the objective of full employment. 
Among the measures suggested by the 
author are ‘*the overhaul of the present 
system of education, a more rapid indus¬ 
trialisation, employment promotion 
particularly in small-scale industries and 
skill formation which is an essential 
condition.” Reorganisation of agriculture 
and coordination of agriculture with 
industries would be the best solution to 
mitigate the problem of unemployment 
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tad jinderemployineot in conatiy. 
And ikfioiinA, prognuiniMof fill! employ* 
taeitf imut inolode n reaUMie population 
pdiqr. 

On^ar Myrdal has rightly pointed out 
that inacountry like India, Oandhian eco* 
nomies is more relevant than the western 
model or the Russian model. India must 
devise its own technology in such a way 
that it avoids capital-intensity and ensures 
maximum utilisatiDn of labour force in the 
country. Also as Myrdal has pointed out, 
'The large volume of unutilised labour 
possessed by these (developing) countries 
is thought to have a productive potential 
capableof creating capital and increasing 
production, thereby making higher levels 
of consumption, in short, a potential that 
can be used to eliminate poverty. The 
supreme task of planning is thus to 
drain this labour reservior by creating 
work opportunities and by channelling the 
unemployment into productive work.” 

In the light of the above analysis, the 
author has examined the employment 
policy in India’s five year Plans and has 
demoitstrated their inadequacies. 

The baflSing problem of unemployment 
in the country is in one sense not truly 
baffling because people want work-oppor¬ 
tunities and there is a vast need of all 
types of essential goods and services in the 
country which is afflicted by mass poverty. 
There is adequate technological base 
ready in the country and capital equip¬ 
ment should pose no problem. This means 
the solution to this problem lies in proper 
organisation and in having politicel will 
to execute the plan that is drawn up with 
provision of ftall employment as the core 
of the plan. 

blind allny 

Myrdal and especially Schumachar 
and earlier Oandhqi have shown the 
way. Acceptance of development models 
not suited to the resource-endowment 
base of our country has led us into 
a blind alley. Not crash employment 
programmes but complete reversal of 
poliqy in many sectors appears to be the 
only solution to this meanacing problem. 
This is what is aimed at by the Janata 
government. This book based on Ph.D. 
fhesis of the author has made appearance 


at a time when the Janata government is 
srized of the problem. 

PUBLIC ENTERPRISE 

The title of the excellent book Ptdtlie 
Enterprise Investment Decisions in IntSa 
by A. Besant C. Raj, presently director of 
studies at the Administrative Staff Coiiege, 
Hyderabad, is rather misleading in the 
sense that the book contains not merely 
‘A Managerial Analysis’ as has been 
stated, but one of the most comprehensive 
analyses of all aspects, managerial, econo¬ 
mic and political, of public enterprises 
in India. Of course, there is special em¬ 
phasis on investment decisions in public 
enterprises, all the other aspects being 
Woven round that central topic. This is 
as it should be because public enterprise 
investment decisions are not purely techni¬ 
cal decisions but are ones which are 
heavily influenced by economic and poli¬ 
tical considerations which inevitably get 
associated with public enterprises. 

The author begins by describing the 
emergence of public sector enterprises in 
India consequent on the industrial policy 
resolutions of 1948 and especially of 1956. 
The determined efforts by the government 
to expand the public sector has resulted 
in there being 129 public sector enter¬ 
prises with the total investment of 
Rs 7261 crores as on 31st March 1975. 
The field covered by the public sector 
enterprises is quite wide ranging from iron 
and steel, locomotives and aircraft to 
food, drugs, contraceptives, footwear and 
babyfood. The non-departmental enter¬ 
prises however contributed only an in¬ 
come of Rs 1,832 crores or about 4.6 per 
cent of the net domestic product of 
Rs 39,,899 crores, at current prices, in 
1972-73. This smali contribution to 
national income by public sector enter¬ 
prises was due to under-utilisation of ins¬ 
talled capacity in various enterprises, 
ranging from 10 to 80 per cent. Taking 
the economy as a whole, the consequent 
total national loss was of the order of 
Rs 2,400 crores per year at the end of the 
third Plan. It is a stagging thought that 
there was avoidable wastage of national 
resources amounting to over 10 per cent 
at the national income. It is this which 
makes proper investment decisions in 
public sector enterprises absolutely neces¬ 


sary so duU when established, public 
sector enterprises help the developing 
countries like India to attain the various 
objectives which have been aimed at while 
establishing the enterprises. 

By capital expenditure decision is meant 
the decision to invest in plant, machinery, 
equipment and facilities in new and exis¬ 
ting enterprises in India. While replace¬ 
ment, expansion and diversification invest¬ 
ment decisions come under the purview 
of this study, maintenance expenditure 
decisions are excluded from this study. 

Investmant decisions 

The author has criticised investment 
decisions taken so far in the public sector. 
I.M.D. Little was also critical about it 
and stated that there was no rational 
approach to project selection; there was 
no cost consciousness; insufficient thought 
was given to management problems; the 
damage caused to the economy was much 
heavier than the mere increase in capital 
costs due to delay in establishing the 
enterprise. It was most unfortunate, 
according to the author, that the difficul¬ 
ties subsequently experienced by public 
sector enterprises were due to or resulted 
from “inadequate market analysis, poor 
choice of plant location, incomplete 
technical and economic analysis, and the 
lack of an adequate management plan to 
guide the entire operation to a successful 
conclusion and to assign reponsibilities.” 

A ‘Manual of Feasibility Studies’ detail¬ 
ing how to carry on demand analysis, 
pricing, technical development of the pro¬ 
ject, location of the project, profitability 
analysis and national economic benefits, 
was widely circulated among higher 
executives of public sector enterprises. But 
it subsequently transpired that many top 
executives who were to take investment 
decisions were not even aware of the exis¬ 
tence of this manual 1 The author has 
given specific instances which go to prove 
that these investment decisions and espe¬ 
cially decisions regarding location of 
plants were mostly influenced by purely 
political considerations. 

Before the investment decisions are 
taken, the government should clearly lay 
down the objective of the individual enter¬ 
prise in the context of the national poii- 
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cies. It is not enough it vague and 
general objectives such as promoting rapid 
economic development, providing infra¬ 
structure facilities, undertabng strategic 
economic activity, etc. are enunciated^^as 
objectives of public enterprises. ^ When an 
enterprise is to be established, the invest¬ 
ment decision will be facilitated if the 
objective behind its establishment is stated 
in specific terms. This lack of distinct 
objective or objectives has been a major 
lacuna leading to defective approach in 
capital budgeting decisions. The author 
has suggested policy-makers to lay down 
priorities in respect of choice of invest¬ 
ments and, secondly, criteria to be fulfilled 
by enterprises that priorities can be fixed 
on the basis of essentiality of the invest¬ 
ment and postponability of investment. 

Once the investment objective is deter¬ 
mined, then the selection of specific pro. 
jects needs economic analysis, commercial 
analysis, technical analysis and financial 
analysis. 

The author has suggested investments 
undertaken in public enterprises be classi¬ 
fied into six categories on the basis of 
essentiality and usefulness to various seg¬ 
ments of the society. Those considered 
essential to the nation as a whole should 
employ social discount rate; those projects 
which are desirable but not essential 
should yield the social opportunity cost of 
capital; and those for pleasure and enjoy¬ 
ment should yield the market rate of 
return in the private sector. 

The author has suggested bases for 
location decisions. Among various factors 
to be considered, the two factors namely 
level of unemployment and per capita 
income in a state should receive due con¬ 
sideration, if two locations in two states 
are otherwise found equally suitable. 

The author has made an important 
suggestion that a new kind of organisa¬ 
tion be set up to take investment decisions 
in the case of public enterprises. He has 
recommended the establishment of a 
'Public Industrial Investment Board’ which 
should be a constitutional authority enjoy¬ 
ing independence like the Public Service 
Commission and the Election Commis¬ 
sion, and subject only to the control of 
parliament. This body should approve 
all investments in public enterprises and 
their location, taking into consideration 
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the specific objectives which the govern¬ 
ment has in view in establishing a parti¬ 
cular public sector project. 

It is a comprehensive treatise on the 
public seotior in India (and not just on 
investment decisions) for which the auther 
was deservely awarded the Ph.D. degree by 


tbeHarvard University, the policy-makers 
in the dark as regard the 
goals and ftiocdbnmg of public sector 
enterprises in India. This book should 
serve as a guide to both the poUcy-makers 
as also bureaucrats concerned with the 
public enterprises in India. 


Know your India 


Statistical Outline of India 1978: Published 
by Tata Services Limited, Department 
of Economics and Statistics, Bombay 
House, 24 Homi Mody Street, Bombay 
400023. Price Rs 12 plus postage and 
packing Rs 4. A concessional price of 
Rs9 is allowed on each order of 11 
copies or more. At Delhi, copies can 
also be obtained from Tata Services 
Limited (Attention: Mr A.G. Nadkarni) 
Jeevan Tara, 5, Parliament Street, New 
Delhi 110001. 

This is the thirteenth and the latest 
edition of ''Statistical Outline of India”, 
which has established itself as a popular 
ready reference pocket book. This publi¬ 
cation has always been noted for the 
excellence of the editing of its material 
thanks to which a great deal of informa¬ 


tion is presented conveniently and elegant¬ 
ly within a relatively small compass. The 
present edition has succeeded in making 
further advances in compilation and pre¬ 
sentation. For instance, 17 new tables 
have been added on subjects of increased 
current importance such as agriculture 
and small-scale industry. Particularly 
welcome is the imaginative effort made to 
deal with the problem of the time-lag 
which all compilations basing themselves 
on official data have to cope with. On the 
present occasion this difficulty has been 
circumvented to some extent by the utiliza¬ 
tion of more critical statistical information 
available from responsible non-official agen¬ 
cies. The 190 tables constituting this very 
well-produced pocket book is a miniature 
encyclopaedia on the Indian economy. 


Books Received 


Namibia- Challenge to the United Nations: 
S.C. Saxena; Published by Sundeep 
Prakashan, Delhi; Pp. 298; Price Rs, 65. 

Night Life of Indian Tribes' S.S. Shashi; 
Published by Agam Prakashan, Delhi; 
Pp. 110; Price Rs. 40. 

The Shepherds of India: Dr S.S. Shashi; 
Published by Sundeep Prakashan, Delhi; 
Pp. 122; Price Rs. 45. 

Non-Cooperation Movement in Indian 
Politics'- B.M. Taunk; Published by Sun¬ 
deep Prakashan, Delhi; Pp. 239; Price 
Rs. 60. 

The Heritage of Amritsar: Surindcr 
Singh Johar; Published by Sundeep Pra¬ 
kashan, Delhi; Pp. 144; Price Rs. 45. 

Palaeohistory of India: Vidula Jayaswal; 
Agam Kata Prakashan, Delhi; Pp. 243; 
Price Rs. 140. 

Consumer Purchases of Textiles in 1976: 
Textile Committee, Ministry of Commerce; 
Pp, 394; Price Rs. 75. 

Specialised Financial Institutions: India 
Investment Centre, New Delhi; Pp. 145; 
Price Rs. 10. 

Money Information and Uncertainty' 
C.A.E. Ooodhar^ Published by the 


Macmillan Press Ltd, London; Pp. 330; 
Price £4,95. 

Elementary Logic: F.M. Kulay; Vora & 
Co. Publishers P. Ltd., Bombay; Pp. 119; 
Price Rs. 9.00 

Text Book of Principles of Management 
and Personrvel Management: A S. Desh- 
pande; Vora & Co. Publishers P, Ltd., 
Bombay; Pp. 293; Price Rs. 17.50. 

The Incredible Elections'- S. Devdas 
Pillai; Popular Prakashan P. Ltd., 
Bombay; Pp. 439; Price Rs. 60.00. 

Perspectives in Indian Banking: Gopal 
Karkal; Popular Prakashan P. Ltd., 
Bombay; Pp. 124; Price Rs. 40.00. 

Market Study fora New Industrial Project: 
K.S.V. Menon; Vora & Co. Publishers P. 
Ltd., Bombay; Pp. 204; Price Rs. 20.00. 

Urban Migration in India: D.P. Saxena; 
Popular Prakashan P. Ltd., Bombay; 
Pp. 224; Price Rs. 45.00. 

Political Change in India- P.N. Sheth; 
Vora A Co. Publishers P. Ltd., Bombay; 
Pp. 192; Price Rs. 30.00. 

Mauritius'- Vadilal Dagli; D.B. 
Mahatme, Commerce Publications Divi¬ 
sion, Bombay: Pp. 172; Price Rs. 4S.OO. 
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Winds 


Jiita Lierasing 

The oovbrkment has decided 
to introduce a new scheme 
of licensing of jute trade. 
An official announcement 
recently said that the new 
scheme will be applicable to all 
persons who carry on business 
in kutcha or pucca baling of 
raw jute; kutcha or pucca baled 
jute involving in either case 
their purchase, sale or storage 
for purposes of sale. This 
announcement comes barely 
within three days of the 
announcement of a package of 
measures by the Industry 
ministry to resolve the pre- 
vailing raw jute crisis in the 
industry. Under the new 
scheme, the licensing authori¬ 
ties in each state would be 
appointed on the advice of the 
respective state governments. 
All the same, the Jute Commis¬ 
sioner will have the concurrent 
powers of issuing the licences 
throughout the country to all 
persons who carry on business. 

Book Fair 

Fifty eminent publishers 
from all over the world includ¬ 
ing. those from the USSR, the 
USA and the United Kingdom 
will participate in the third 
book fair to be held in New 
Delhi from February 11 to 20, 
1978. Arrangements are well 
in hand for the fair which is 
being organised by the National 
Book Trust at the Pragati 
Maidan. Publishers from the 
Federal Republic of Germany, 
the German Democratic Re¬ 
public, Holland, Czechoslo¬ 
vakia, Bulgaria, Hungary, 
Romanitt, Switzerland, Yugo¬ 


slavia, Kenya, Zambia, Egypt, 
Bangladesh and Pakistan, will 
also participate in the fair. 
Apart from the commercial 
participation, the government 
have extended special invita¬ 
tions to some developing 
countries, these arc Nepal, 
Afghanistan, Sri Lanka, Mauri¬ 
tius, Malaysia, Kenya, Zambia, 
Tanzania, Thailand, Vietnam, 
Cuba, Turkey, Iraq and 
Mexico. The Indian participa¬ 
tion in the fair will comprise 
over 277 publishers and distri- 
butors from all over the 
country who will display a 
rich variety of publications 
which will give vltsitors an idea 
of the tremendous progress 
made in publication and book 
production techniques in the 
country. 

Grindlays Bank Wins 
Managemant Game 

Flight simulation equipment 
and techniques have for long 
been in vogue for training 
airline pilots in captive situa¬ 
tions where errors do not have 
unpleasant results. Somewhat 
on similar lines, the Adminis¬ 
trative Staff College of India, 
(Hyderabad) have devised a 
Management Game which 
enables a team of managers to 
operate with an imaginary 
company. This game was used 
as the basis for the first All 
India Management Game com¬ 
petition organised by the Staff 
College in which 23 teams 
from public and private sector 
companies (including the 
Defence and Railways) com¬ 
peted for a trophy. 

The teui entered by the 


northern area of OrindUys 
Bank Limited won the com¬ 
petition, which was the first 
ever held in this country. The 
team members were Messrs 
D.R. Chand, B.C. Barkataki, 
D.P. Basu, U. Bose and J.M. 
Yardi. The competitors were 
given an imaginary company 
to run, after being furnished 
with a track record of sales, 
costs, profits and a balance 
sheet. 

Union Bank's Now 
Branch 

The Union Bank of India has 
opened its 1001 st branch in 
Bombay. The Union Bank 
was started in the wake of the 
Swadeshi movement and its 
administrative building was 
inaugurated by Mahatma 
Gandhi in July 1921. It has 
taken 58 years for the bank to 
travel throughout the country 
and initiate the 1001 st branch 
in Bombay, where the bank 
started. The opening ceremony 
of this 1001st branch was per¬ 
formed by Mr H.M. Patel, 
minister for Finance on 
January 22, 1978. Mr Bana 
Pranjape, chairman and mana¬ 
ging director, stated that the 
bank was doing its best in the 
spirit of trusteeship, the philo¬ 
sophy left by Mahatma 
Gandhi, to perform the res¬ 
ponsibility for managing the 
savings of the public; giving 
it a direction in line with the 
socio-economic objectives. 

Customs Concossion 
on Coramic Rods 

With a view to giving relief 
to the electronics industry, 
the government have decided 
to extend a concessional rate 
of customs duty of 45 per 
cent ad valorem no ceramic 
rods, when imported for use 
in the manufacture of certain 
electronic components, name¬ 
ly, carbon film resistors, metal 
ffim resistors and metal oxide 


film resistors of power rating 
upto 20 watts. This conces¬ 
sion came into effect on 
January 25, 1978. 

Sugar Movomont 
Allowod 

The government has with¬ 
drawn all existing restriaions 
on the inter-state movement 
of sugar on trade account. 

A decision has been taken in 
line with the general policy of 
the government to allow free 
movement of essential com- 
moditties from one part of the ; 
country to the other and keep¬ 
ing in view the position regard¬ 
ing the stocks and availability 
of sugar. The Sugar (Restric¬ 
tion on Movement Order) 
1972 now stands rescinded. 
There has been no restriction 
on the movement of free sale 
sugar directly from the facto¬ 
ries to the consuming states. 
This measure would lead to 
easy flow of sugar to all con¬ 
suming areas. 

Rules for Dividend 

The department of Company 
Affairs in a notification issued 
recently asked the companies 
to deposit the unpaid dividends 
of shareholders with the 
Punjab National Bank. The 
overdue claims for the pay¬ 
ment of dividends from the 
shareholders will be entertain¬ 
ed only by the Registrar of 
Companies. These rules have 
been framed under the amend¬ 
ed Companies Act which had 
made provision to plug the 
malpractices of the companies 
using the declared dividends 
without paying to the share¬ 
holders for a long time. Section 
207 of the Companies Act pro¬ 
vides that dividend declared by 
a company must be paid to the 
shareholders within 42 days of 
the date of declaration. Section 
205-A also requires that the 
dividend remaining unpaid 
after 42 days should be trans- 
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ferred within seven days there* 
after to a special account of 
the company to be opened for 
this purpose under the caption 
*‘unpaid dividend account of 
the company.” The money so 
transferred to that special 
account remains with the com¬ 
pany for a period of three 
years and the dividend for the 
shareholders are met out of 
that fund. After the period of 
three years the sum still 
remaining unpaid shall have to 
be transferred to the general 
revenue account of the central 
government and claims made 
thereafter shall be entertained 
only by the central govern¬ 
ment. The central government 
has now in a gazette noti(ica> 
tion prescribed the rules for the 
purpose of transfer of this 
amount to the general revenue 
account. Forms and procedures 
have also been prescribed for 
meeting the claims of the share¬ 
holders. 

High Dmomination 
Notes Oemonotissd 


added the amount of Rs 16.54 
crores, being the value of high 
denomination notes held by 
commercial banks and re¬ 
ported to the RBI offices at 
the metropolitan centres on 
January 17, the day following 
the announcement of the demo¬ 
netisation ordinance. The total 
notes accounted for thus 
comes to Rs 108.87 crores. 

The Reserve Bank is yet to 
receive the figures from the 
other designated banks about 
the tenders submitted to them, 
as also those relating to the 
high value notes held by com¬ 
mercial bank branches on 
January 17 and reporting 
to the district magistrates. 
These returns may disclose 
figures ranging from Rs 15 
crores to Rs 17 crores. In the 
light of these statistics, the 
value of notes which have been 
accounted for total nearly 
Rs 120 crores. Although the 
precise amount of high de¬ 
nomination notes in circulation 
as of January 17 is not avail¬ 
able, one reliable estimate is 


that it will be af Om enlar of 
Rs 180 crores. AoccMiaig Id 
RBI figures, these notes In 
circulation totalled Rs 167 
crores at the end of July 1977 
compared with Rs 147 crores 
at the end of May 1977 and 
only Rs 112 crores as on 
March 31, 1977. 

No Exciso on 
Corrugated Board 

As a measure of relief to 
the small-scale sector, the 
central government has 
exempted corrugated board 
from the levy of excise duty. 
As a consequence, the excise 
duty on kraft paper (of 65 
gsm and above), which is the 
basic input for the corrugated 
board industry, has been rais¬ 
ed from 30 per cent nrf vn/o- 
re/n to 37,5 per cent ad valo¬ 
rem. Two notifications to 
this effect were issued by the 
Finance ministry recently. The 
government has also granted 
further relief in excise duty to 
straw board produced by small 
sun-dry units. A notification 


diai'liniA 'to- inw’ M «liMl 
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Markoting Awards 

The winners of the first 
IMM-Bata ‘‘Marketing-Man- 
of-the-Year*' awards (small 
scale) have been announced. 
The gold award goes to Mr 
H.S. Bhatty, managing direc¬ 
tor of Polestar Electronics (P) 
Ltd, Bombay. The four silver 
awards have been won by Mr 
Rasik Upadhyay, jt chief 
executive and marketing 
manrger, Navsynth Chemicals, 
Ahmedabad, Mr R. Mohan 
Rajan, director, Universal 
Biochemicals, Madurai; Mr 
Ravinder B. Marathe, proprie¬ 
tor, Marathe Engineering 
Industries, Miraj; and Mr P.K. 
Ali, managing director, Aysha 
Hosiery Factory (P) Ltd, 
Cannanore. 

The awards were formally 
handed over to the winners 
by Mr Brij Lai Varma, minis¬ 
ter for Communications, at 


With the exercise of demo¬ 
netisation of high demomi- 
nation notes announced recent¬ 
ly, financial circles expected 
that over Rs 70 crores of 
these notes would be im¬ 
mobilised. According to the 
data furnished by the Reserve 
Bank of India, the total value 
of high denomitation notes 
tendered at its 14 offices from 
January 18 to 24 totalled 
R$ 21.75 crores. This includes 
Rs 11.80 crores tendered on 
January 18 and 19 and Rs 9.84 
crores tendered from Janaury 
20 to 24 with explanation by the 
public as to why their notes 
could not be submitted on the 
specified two days. During the 
two days, the State Bank of 
India received tenders for 
Rs 65.09 crores. The total value 
of the tenders submitted at RBI 
and SBI offices is for Rs 
86.33 crores. To this must be 
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the Fifth National Market¬ 
ing Convention held in New 
Delhi on January 29. Insti< 
tuted with the specific inten¬ 
tion of promoting the con¬ 
cept of scientific marketing in 
the small-scale sector, the 
IMM-Bafa awards attracted a 
large number of entries from 
all over the country. Entries 
came from manufacturers of a 
variety of household and ancil¬ 
lary items, chemicals and engi¬ 
neering products. The panel ot 
judges, headed by Mr I.C. Puri, 
Additional Secretary and Deve¬ 
lopment Commissioner, Small 
Scale Industries, government 
of India, took special care to 
give weightage to units located 
in rural and backward areas. 
Weightage was also given to 
innovation and improvement 
of products, afccr-sales service, 
use of local raw materials, 
modernisation, sales efforts and 
meeting social obligations. 

COMECON: Socialist 
Economic Intogration 

The specialisation and co¬ 
operation in production bring 
huge dividends to each of the 
COMECON countries. With 
the adoption of the complex 
programme of economic inte¬ 
gration, the economic interac¬ 
tion of the fraternal states has 
started developing fast and 
purposefully. More than 90 


multisided agreements have 
been concluded and are being 
implemented embracing most 
varied fields. The specialisation 
and cooperation is conducive 
to better satisfaction of the 
demand for consumer goods, 
to a permanent rise of the level 
of machine-building, moder¬ 
nisation and development of 
transport links. The diagram 
taken from the journal 
Foreign Trade of GDR, graphi¬ 
cally demonstrates the role of 
socialist economic integration 
in ship-building. For the lar¬ 
gest passenger class river 
vessel in Europe under cons¬ 
truction at the Czechoslovak 
shipyard at Komarno, the 
equipment is coming from six 
countries. 

Leipzig Spring Fair 

The 1978 Leipzig Spring Fair 
which is to be held from March 
12 to March 19, will attract a 
great number of countries with 
their best products. Some 
9,000 exhibitors from about 60 
countries have booked space. 
Twelve socialist countries will 
also be represented. From the 
QDR there will be 4,200 manu¬ 
facturers and foreign trade or¬ 
ganisations, and from the other 
socialist countries some 300 
organisations can be expected 
with ranges including many 
new and improved products. 



The total area available for 
displays is 340,000 sq. metres. 
The organiseis expect visitors 
from some 100 countries. 
Under its motto of “World¬ 
wide trade and technological 
progress” the fair is expected 
to make a major contribution 
to the extension of commerce 
and economic cooperation. 

A large number of product 
groups will be represented at 
the fair showing their scope, 
international participation, the 
range and quality of their 
products. These include metal¬ 
lurgy, heavy machinery, 
machine tools with the “special- 
purpose machinery” display, 
farming and food processing 
and packaging machinery with 
the “packaging” display, and 
electrical engineering, automa¬ 
tion equipment, data process¬ 
ing and scientific instruments 
with the “automation” and 
‘‘data processing” displays. 
Items from 18 consumer goods 
product groups are to be 
shown in the fair buildings in 
the city centre. 

Commanication Group 

A total of 21 countries will 
be represented in the communi¬ 
cation and measuring equip- 
menl/precision instruments 
product group. From about 15 
countries there will be exhibi¬ 
tors of communication systems 
and equipment including one 
of the leading manufacturers, 
RFT from the GDR who 
cxp>orl half of ilieir output. To 
this must be added indirect 
exports in the form of systems 
incorporated in complete 
plants sold by other GDR 
industries. All RFT exports 
are handled by the Elektrotcch- 
nik Export-Import, foreign 
trade organisation. RFT equip¬ 
ment is designed for the estab¬ 
lishment and extension of 
plant, local and trunk exchan¬ 
ges, toll networks, long-dis¬ 
tance connections, teletype¬ 


writer, remote control and 
data networks and stationary 
and mobile radio Jinks and 
networks. Apart from supply¬ 
ing individual units RFT will 
also give technical advice, per¬ 
form plainning and design 
work, supply and assemble 
complete installations and 
supervise them up to commis¬ 
sioning. After-sales servicing is 
also available. An “appli¬ 
cations centre” is to point out 
how these integrated services 
and experiences can be used. 

New Procedure for 
Central Excise 

The Central Excise Self 
Removal Procedure (Review) 
Committee, which was set up 
in 1971 to review the working 
of self removal procedure, 
had recommended a system of 
selective control, for levy and 
collection of central excise 
duties, made up of three dis¬ 
tinct procedures adapted to 
different needs of different 
industrial sectors. These pro¬ 
cedures were accounts based 
control, production based con¬ 
trol and clearance based cont- 
rol-cum-simplified procedure. 

Clearance based control with 
the alternative of a simplified 
procedure for small units, 
whose value of annual produc¬ 
tion did not exceed a cut-off 
point of Rs 5 lakhs, which 
enables the manufacturers to 
compound their prospective 
duty liability on the basis of 
their past performance, has 
already been introduced with 
effect from March 1, 1976. 
Records based control (referred 
to by the committee as ac¬ 
counts based control) and pro¬ 
duction based control are pro¬ 
posed to be introduced with 
effect from February I, 1978. 
Salient aspects of tjiese two 
arc* 

Records based control (RBC) 
is intended for those commodi¬ 
ties which are produced almost 
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entirely in the organised sec¬ 
tor and for which the tariff is 
comparatively simple. The 
number of commodities that 
has been identified for being 
brought under such control is 
32. It will be a liberalised 
version of the present self 
removal procedure to the 
extent that the records main¬ 
tained by an asscssce will, by 
and large, form the basis of 
central excise control and 
routine physical checks will be 
avoided as far as possible. 

Production based control 
(PBC) will be applicable to all 
those commodities which do 
not get covered by conven- 
tiontil physical type of control, 
records based control, clear¬ 
ance based control-cum-sim- 
plified procedure or in res¬ 
pect of which a compounded 
levy scheme has been formu¬ 
lated. This pattern of control 
will preserve the essentials of 
self removal procedure subject 
to such checks being exercised 
by central excise officers as 
arc necessary to enable ac¬ 
counting of the production to 
the full extent. The central 
excise staff will be augmented 
and re-deployed to ensure that 
the officers will b: available to 
carry out necessary checks at 
various stages. 

Suitable notilications to 
make necessary changes in 
Central Excise Rules so as to 
be in conformity with the new 
patterns of control are being 
issued. 

World Trade Centre 

Prime minister, Mr Morarji 
Desai inaugurated recently the 
World Trade Centre, Bombay, 
the first of its kind in south 
east Asia. Maharashtra's 
chief minister, Mr Vasantrao 
Palil, presided at the inaugural 
function which was attended, 
among others, by members of 
the Maharashtra cabinet, 
high court judges, members 


of the consular corps and 
leading industrialists and busi¬ 
nessmen of the city. The first 
phase of the World Trade 
Centre, comprising the trade 
centre arcade is now ready 
while the second phase, con¬ 
sisting of the export centre 
and the third and final stage 
comprising the exhibition 
centre, arc due to be ready 
within the next two to three 
years. The World Trade Centre 
is named after the late Dr M. 
Visvesvaraya, one of the archi¬ 
tects of modern India. Mr S.K. 
Wankhedc is the president 
of the World Trade Centre. 

Edibit Oils from US 

The United States and India 
recently signed an agreement 
for a long term, low-interest 
loan to India for the purchase 
of up to 60,000 metric tons of 
edible oils this year. The 
commodity agreement, under 
Title I of US Public Law 480 
and worth S27,800,000 (ap- 
proximately Rs 22.4 crorcs), 
was signed by US ambassador, 
Mr Robert F. Goheen and 
Dr Manmohan Singh, secre¬ 
tary of the department of 
Economic Affairs of the minis¬ 
try of Finance. PL 480 Title I 
commodity sales agreements, 
a part of the long term US 
assistance to India, have been 
made between the two nations 
since 1956. 

In addition, the United 
States has sent millions of 
additional ton.s of foods to 
India under Title II of the 
assistance programme on a 
grant basis through voluntary 
agencies. Last February the 
United States and India signed 
a similar agreement worth $26 
million. The newly signed 
agreement piovides for India 
to import up to 60,000 tons of 
soyabean and or cottonseed oil 
during the current US fiscal 
year which ends September 30, 
1978. The $27,800,000 loan 


is for a 41-year period with an 
interest rate of between two 
and three per cent per year. 
First payment of principal 
becomes due in 10 years, that 
is 1988. Payments are to be 
made in US dollars. 

Chaapar Storaga 
Structuras 

Stressing the need for impro- 
vement of storage structures 
at the farm level, Mr Surjit 
Singh Barnala, minister for 
Agriculture and Irrigation, 
called for greater attention 
to develop structures which 
could reduce farmers’ invest¬ 
ment on storage. He pointed 
out that in the absence of 
scientific storage facilities there 
were sizeable losses of food- 
grain besides losses in quality. 
The minister added that 
because of heavy investment 
the farmers were not able to 
afford cement or metal bins iit 
present. Mr Barnala was 
inaugurating a factory in 
NTOIDA complex recently for 
the manufacture of ferro 
cement, grain storage bins, 
developed and patented by the 
Structural Engineering Re¬ 
search Centre, Roorkce (A 
government of India research 
centre) under licence from 
National Research Develop¬ 
ment Corporation (NRDC), 

Salem Steel 

The Salem Steel Limited, a 
public sector steel plant, enter¬ 
ed into a technical collabora¬ 
tion agreement with M/s 
Peugeot Loire of France. The 
agreement was signed at Salem 
recently by Mr V. Subra- 
maniam, managing director 
of the Salem Steel Limited, 
and Mr J.P. Racaniier of Peu¬ 
geot Loire, France. Mr R.P. 
Billimoria, chairman of the 
Steel Authority of India, was 
present at the signing cere¬ 
mony. The plant at Salem is 
being set up for the produc¬ 
tion of stainless steel and other 


special steels. The project is 
being executed in two stages. 
A sophisticated cold rolling 
complex for the production 
of 32,000 tonnes stainless 
steel sheets and strips is to be 
set up in the first stage which 
involves a capital outlay of 
Rs 127 crores. The second 
stage of the project covers the 
setting up of facilities for 
making iron and steel and for 
hot and cold rolling of stain¬ 
less, electrical and other 
special steels. The second 
phase of the project will cost 
an estimated Rs 560 crorcs. 

Technical Collaborators 

Several reputed stainless 
steel manufacturers from all 
over the world had responded 
to the global tender floated by 
Salem Steel Limited for sup¬ 
ply of technical know-how. A 
team of experts had visited a 
number of stainless steel plants 
in various countries during 
Juns-Augiist 1977 for a com¬ 
parative study of stainless steel 
plants in Italy, Spain, France, 
the USA, .Tapan and South 
Korea. The French tender was 
found to be most competitive 
and technologically suitable. 

Under this agreement, Peu¬ 
geot Loire, apart from provid¬ 
ing the process know-how, 
will also advise Salem Steel on 
design and engineering, includ¬ 
ing the layout and the choice 
of equipment suppliers. Salem 
engineers and technicians will 
be trained in Fiance for the 
operation of the plant and the 
French firm will also make 
available their experts at 
Salem for rendering assistance 
in the erection and operation 
of the plant. They will also 
provide assistance in setting 
up a customtr service, pro¬ 
duct application and develop¬ 
ment organisation. Peugeot 
Loire have very wide ex- 
perience in the production and 
marketing of cheaper ferritic 
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(aan-nickdl) stainless steels, 
the use of which Salem Steel is 
committed to promote in order 
to save foreign exchange. 
This agreement will be valid 
for a period of 10 years from 
January 26, 1978, or for a 
period of tive years aftr ethe 
commissioning, whichever is 
later. 

Awards for Meritorious 
Inventions 

Republic Day (1978) Awards 
for inventions have been 
announced by the National 
Research Development Cor¬ 
poration of India. Sixteen 
inventors have been given cash 
awards totalling Rs 11,000 and 
one inventor has been given a 
certificate of merit for deve¬ 
lopment of seven inventions. 
The corporation has so far 
given cash awards totalling 
Rs 601,000 for 473 inventions. 
More than 50 per cent of the 
inventions awarded have gone 
into production leading to 
generation of wealth. The high¬ 
light of this announcement is 
an award of Rs 4,500, jointly, 
to nine inventors for the deve¬ 
lopment of thyristor control¬ 
ler (an electronic component) 
for wirespool unwinding. The 
thyristor controller has been 
developed by a team of scien¬ 
tists from the Indian Institute 
of Technology, Madras, 
KELTRON, Trivandrum and 
Bharat Dynamics Ltd, Hydera¬ 
bad. 

Details of awards arc as 
under;—-Dr B.V.A. Rao, Mr 
C. A. Subramanian, Dr Rama- 
swami, Dr G. Sridhara Rao, 
and Dr V.V. Sastry from 
Indian Institute of Technology, 
Madras, Dr A. Krishnau from 
KELTRON, Trivandrum & 
Messrs R.B.N. Chari, V. 
Narayana and R.V. Rama- 
krishna Sastry from Bharat 
Dynamics Ltd, Hyderabad 
have jointly been awarded 
Rs 4,5(X> for development of 


thyristor controller for wire- 
spool unwinding. 

Messrs Kasthuriswamy 
Sreeoivasan and Srinivasalu 
Naidu Govindarajan of the 
South India Textile Research 
Association, Coimbatore have 
been jointly awarded Rs 2,500 
for development of a two-for- 
one twisting machine which 
is used in textile industry for 
doubling of all types of yarns. 
In this machine two twists are 
given to yarn in a single re¬ 
volution of the spindle instead 
of one twist in the conven¬ 
tional twisting machines. 

Mr Kumar Balram Bhatia of 
Blue Steel Engineers Pvt Ltd, 
Bombay has been awarded 
Rs 1,000 for development of 
metal hardness tester. This 
tester incorporates a new 
interchangeable double cone 
indentor in place of the normal 
ball indentor. The tester requi¬ 
res relatively a nkich smaller 
impact on thin specimens. 

Mr Prem Sukh Bansal 
of Hindustan Copper Ltd, 
Ghatsilu has been awarded 
Rs 1,000 for developing 
fluidi/ing nozzles for con¬ 
centrate conveying system. 

New Device 

Mr B. Narayana Rao of 
Southern Industrial Gauges 
& Tools Private Limited, 
Madras has been awarded 
Rs 1,000 for makipg a device 
for grinding of tools and similar 
articles. This device with its 
novel copstructional features 
has advantages in operation 
over the known tool grinders. 

Messrs Jagdishchandra 
Ramanlal Modi and Surya- 
kant Shivshankar Trivedi of 
Ahmcdabad Textile Industry's 
Research Association, Ahmeda- 
bad have been jointly awarded 
Rs 1,000 for developing cheaper 
chemical substitutes for citric 
acid and zinc acetate used in 
coloqr processing of textiles. 


Mr Noshir Padamji Kapadia of 
Larsen ft Toubro Ltd, Bombay 
hvs been awarded a certificate 
of merit for development of 
a conversion kit for Callahan 
Press which leads to increas¬ 
ed production of crown shells. 

British Shipping 
Mission 

A high-powered marketing 
team from British Shipbuilders, 
the state-owned consortium of 
British shipping firms, arrived 
in New Delhi on January 29. 
It was led by Mr Ross Belch, 
managing director of Scott 
Lithgow. The other members 
of the team arc: Mr A. Gil¬ 
christ, managing director, 

Govan Shipbuilders Ltd; Mr 

A. Killin, sales and marketing 
director, Robb Caledon Ship¬ 
builders Ltd; Mr D. Kimber, 
chairman, Austin ft Pickers- 
giJl Ltd; Mr G. Parker, 
managing director. Smith's 
Dock Company Ltd; Mr M. 
Robinson, managing director, 
Eggar Forrester; and Mr 

Richard Heyhoe of British 

Shipbuilders. They have been 
joined on arrival at New Delhi 
by Mr A. Gilfillan, managing 
director of Sunderland Ship¬ 
builders. Mr Gilfillan was 
already in India at the invita¬ 
tion of the Shipping Corpora¬ 
tion of India for further dis¬ 
cussions regarding contracts 
for six 16,500 DWT container- 
oriented cargo liners. 

Indo-Nepal 

Cooperation 

In pursuance of the under¬ 
standing reached at the prime 
ministers recent visit to Kat¬ 
mandu a delegation from 
Nepal led by the Foreign 
secretary of Nepal, Mr U.D. 
Bhalt, visited New Delhi from 
January 17 to 25, 1978. Inten¬ 
sive negotiations were held on 
matters relating to Indo-Nepal 
trade, tranist and cooperation 


to prevent unauthorised trade 
between the two countries. 

Discussions were also held 
on the protocols and other con¬ 
nected documents where many 
details have to be covered. The 
two sides are hopeful that on 
the basis of all the discussions 
held, it should be possible to 
conclude separate treaties on 
Indo-Ncpal trade and transit 
and an inter-governmental 
agreement on cooperation with 
regard to possible unauthorised 
trade. The two sides agreed to 
resume negotiations at an early 
date in order to conclude the 
two treaties and the agree¬ 
ment along with the connected 
documents. 

Appropriate 

Technology 

The government has under¬ 
taken a review of the various 
processes deployed in industry 
with a view to determining the 
appropriateness of the techno¬ 
logy applied Disclosing this Mr 
I.C- Puri development commis- 
ssionner for small scale indust¬ 
ries stated that this exercise 
will also enable the government 
assess the various technologies 
presently in application in 
industry with a view to deter¬ 
mining the future requirements. 
Mr Puri who was speaking at 
the inauguration of the Volun¬ 
teers for India's Progress Club 
(VIP) recently proposed the 
formation of a high level cell 
comprising representatives of 
the India Investment Centre, 
VIP and his office, with a view 
to facilitating the inflow of 
investment in India by the non¬ 
resident Indians. He said that 
this would work as a clearing 
house both for proposals of 
investment in India» and the 
importation of technologies etc. 
The cell has been nec'essitated 
by the various hurdles that 
exist today in the free flow of 
such investments in the country. 
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use to the maximuin advantage 
the God given skills of mind 
and body. Then alone does 
progress become meaningful 
and significant. In this context, 
the swing of the pendulum 
manifesting itself in an increase 
in the number of strikes, 
bundhs and lockouts have in¬ 
evitably led to the loss of pre¬ 
cious man-hours and a decline 
in production. We all hope 
though that the present indus¬ 
trial unrest is a passing phase 
engendered by the things that 
went before it, and that soon 
the country will find its cquili- 
brium once again and go for¬ 
ward, with concepts recommen¬ 
ded by reason. Let us not for¬ 
get our glorious heritage and 
worthy traditions, and, let us 
also remember that with disci¬ 
pline and a proper sense of 
responsibility Industrial stabi¬ 
lity would increasingly become 
the hallmark of lasting values. 

4. Industrial dislocation and 
disruption apart, the nation 
has had the misfortune of 
having to contend with certain 
natural phenomena on an 
unbelievably colossal scale. 
The cyclones in the Southern 
Parts of our country belong to 
this category, and such were 
their dimensions that it would 
lake some years to heal the 
scars of soul and soil. Your 
Company has always had close 
links in these regions and fully 
shares the sufferings of its 
people. 

5, Notwithstanding the 
bulTets and blows of one kind 
or another which highlighted 
the recent past the overall per¬ 
formance of your Company 
and its subsidiaries during th:: 
period under review has been 
quite satisfactory. After provid¬ 
ing for depreciation, the Com¬ 
pany has earned a reasonable 
profit and proposes to disburse 
the same percentage of divi¬ 
dend as last year. J shall now 
spell out, in greater detail, the 
performance of your Com¬ 
pany’s various units and sub¬ 
sidiaries. 


EASTERN BCONOiaiST 


country and has its factories 
at Kallai and Chalakudy in 
Kerala. There has been a 
marked improvement in the 
performance of this unit during 
the year and the total value of 
production has increased to 
Rs. 57.8S lakhs as against 
Sudarsan Chits (India)LimIted R$. 32.02 lakhs for the preced- 
This subsidiary, which caters iag year. The net profit for the 
for the saving instincts and year stood at Rs. 1.42 lakhs as 
borrowing needs mainly of the compared to a profit of 
middle and lower income Rs. 15,425/-during the prcced- 
groups, has had to strive hard ing year. While the production 
to maintain its business and of the factories is steadily 
achieve its targets because of improving the scarcity of raw 
the piece-meal and often drastic material continues to be a 
legislation that were enforced major deterrent. The quota of 
by certain Slate Governments, timber fixed by the Govern- 
Itwill be recalled that since ment of Kerala, after the 
1968 we have been representing nationalisation of forests, is 
for the introduction of an All proving quite inadequate to 
India Legislation which will meet the increasing demand of 
have uniform control over the our two factories. To maintain 
operations of this indigenous our regular and normal pro- 
non-banking financial institu- duction we have had topur- 
tion, and which would, in turn, chase limber from private 
protect the interests of the sources at exhorbitant rates. In 
lender, the borrower and the spite of our best efforts, we 
promoter. Despite these basic were compelled to declare a 
handicaps Sudarsan Chits have partial layoff during this period 
earned a reasonable profit, due to nonavailability of raw 
With the early passing of the materials. The demand, bolh 
draft bill, proposed by the indigenous and foreign, for our 
Union Government, it would furniture products, is increas- 
be reasonable to assume that ing day by day. We have had, 
the 128 branches of this subsi- however, to reluctantly decline 
diary, spread out over the several orders under the present 
entire country, would justify circumstances. The State 
their existence, both in terms Government authorities have 
of profitability as also in render- been apprised of the serious 
ing useful service to society. situation arising from the 

7. Aries and Aries: inadequacies of our quota of 

This engineering and cons- limber. Through their co- 

truction unit which came into operation and support we have 

being only last year has made succeeded in meeting this crisis 

a very satisfactory start. It has *ome extent. Incidentally the 
at present a contract worth Company has now established 
Rs. 270 lakhs in respect of the showrooms at Calicut, Erna- 
Siruvani Drinking Water Pro- kulam, Madras and Bangalore 
jeet, which is a joint venture for the display and sale of its 
of the Governments of Kerala products, 
and Tamil Nadu. The work is 9. Sudanan Clay Products 
progressing well and a satis- Limited: 
factory profit appears assured. This subsidiary has shown 
The contract work at Ennore remarkable progress during the 
Thermal Scheme, Madras is year in production and sales, 
nearing completion and is ex- This is directly attributable to 
pcctcd to be over by the end of the decision taken earlier to 
this year. In the meanwhile wc group together various units 
have been awarded another which were manufacturing pro¬ 
work by the Tamil Nadu Elec- ducts of a similar nature. Con- 
tricity Board at Basin Bridge, scqucntly. the Standard Pottery 
Madras. Works at Alwaye, Feroke Tile 

8. Standard Furniture Company: Works, the Stoneware Pipe 
As you are aware, this unit Factory at Rajahmundry, Tuti- 

is one of the oldest and lead- corin Brick and Tiles at Tuti- 
ing manufacturers of plywood, corin and Eastern Clay Works 
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Gentlemen, 

1. I have great pleasure in 
welcoming you to this 18lh 
Annual General Meeting of 
your Company. The report of 
the Directors, incorporating 
the salient features of our per¬ 
formance during the year 



Maj. Gen. D.C. Misra, M.C. (Retd.) 

under review, together with the 
audited statement of accounts 
for the year ended 31st July 
1977, have already been in your 
hands for some time. With 
your permission, I will take 
them as read. 

2. Certain significant events 
on the political firmament, 
since we last met, have inevit¬ 
ably given new directions to 
India’s future. They most cer¬ 
tainly demonstrated to the 
world and, incidentally to our¬ 
selves, that our democratic 
spirit is in excellent shape and 
quite capable of giving a good 
account of itself at all times. 

3. These events lifted our 
spirits and made us realise that 
it is not just enough to look 
but to see, not just enough to 
hear but to listen, not just 
enough to talk but to com¬ 
mune. On the Industrial front 
however a less cheerful picture 
has since crystallised. The 
Nation’s ambitions cannot be 
measured by the yard stick of 
wishful thinking; it must 
obviously rest upon the sheet 
anchors of duty, discipline, 
dedication and above all a will 
to succeed while we strive to 


CKBralk and Madias nowdi' 
fcmn fUm of Snda^ .day 
Pioduqis Liodted. Tbe itons: 
of proouction ate crockery, 
sMitaitwate, refiactor ies, roof- 
iof, ceumg and flo^ng tiles, 
sttmeware pipes, ridges atid 
bricks af various types. 

1«. Wcat Coast mdastrfad 
Gases Limited:. 

Your Compaby, during the 
preceding year, acquired West 
C^st Industrial Oases Limited 
at Cochin, one of the major 
ancillary units of the Cochin 
Shipyard complex engaged in 
the manufacture of Oxygen 
having its plant at Cochin Ship* 
yard and have built a new 
factory producing Acetylene 
at Kadavanthara.This unit has 
, recently obtained a Letter of 
Intent for the manufacture of 
Nitrogen. The additional capi* 
tal required for this project is 
proposed to be raised by public 
issue of shares. With all the 
industrial development taking 
place in Kerala, particularly in 
and around Cochin, .your 
Directors have reason to believe 
that the new venture would be 
viable in commercial terms. 

11. Hotel Sudarsan Interna¬ 
tional, Madras: 

This luxury Hotel which is a 
unit of Sudarsan International 
Limited has completed its se¬ 
cond phase. The entire project 
will be completed only after the 
third phase has been taken up 
and executed. Your Directors 
are awaiting the approval from 
the Madras Metropolitan Deve¬ 
lopment Council. In the mean¬ 
while, the Hotel continues to 
grow in popularity both for its 
comfortable rooms and the 
standard of the cuisine it pro¬ 
vides. The Health Club, the 
only one of its kind in Madras, 
is attracting substantial patron¬ 
age and the Beauty Parlour, 
managed by an expert from 
Europe, has also a growing 
clientele in the city. Even 
though the Hotel has not been 
able to make a profit this year 
it is anticipated that with the 
completion of the third phase 
it would turn the corner. 

12. Hotel East West, Bangalore: 

Turning to the other Com¬ 
pany of this subsidiary, the 
take over of the management 
of the East West Hotels Limi¬ 
ted, Bangalore has nodr been 
com^ted. Theadomustrative 
setup has been completdy re¬ 


organised and it is gratifying 
to note that the sales in all 
Departments have improved 
b^ond recognition. However, 
the various liabilities of the 
Hotel, legacies I'of the past 
which we haye inherited from 
the previous management at 
the time of the takeover, are 
proving a stumbling block to 
profitability. Ways and means 
however, are being implemen¬ 
ted to reduce and eventually 
wipe off these outstanding debts. 
The extremely satisfactory per¬ 
formance of the Hotel since 
take over encourages the hope 
that once the mill-stone of 
liabilities has been removed this 
unit would give a very good 
account of itself. 

In regard to the development 
of Hotels, the aim that your 
Directors have set forthem- 
salves are essentially realistic 
and practical. Preference will 
be given to those projects 
which require minimum of 
capital outlay with a view to 
provide clean, comfortable 
rooms, wholesome food, per¬ 
sonal!^ service, a pleasant 
environment and btaic ameni¬ 
ties at a reasonable tariff to suit 
the interests and requirements 
of guests from diShrent econo¬ 
mic levels. 

Since the Hotel Industry in 
our country is inextricably 
linked up with tourism, cover¬ 
ing both foreign and indige¬ 
nous fields, your Directors 
would always bear in mind and 
as far as possible follow the 
policies laid down by our Go¬ 
vernment (Ministry of Tou¬ 
rism). The Pacific Area Travel 
Association Conference which 
has just concluded its session 
at New Delhi, has, as .a result 
of its deliberations, come to 
certain valuable conclusions 
pertaining to tourism and 
matters connected with it, A 
careful note of these has been 
taken by your Directors since, 
in so far as the growth of our 
Hotel Industry is concerned, 
they would serve as useful 
guidelines. 

13. Anchor Breweries Limited: 

This subsidiary could not 
get off to a start because of the 
Prohibition policy introduced 
by the Tamil Nadu State Go¬ 
vernment. Now the Central 
Ooveroment’s decision to in- 
Introduee total prohibition 
throughout the country, in a 


!i€o smnBer, QSff len ypur 
irectois '^i^fth up' alterqjliive 
but to dispose or tiie nidbi- 
nery, in whole of ju pdrts, ib 
order , Id jnevent funds bemg 
blocked foy longer. . ' 

14. Shipiting:. 

It may be ' lecallad tMt, hr 
conformity with .the decision 
taken by the members, Sudar- 
sans entered into the field of 
shipping with the formation of 
a Ailly owned subsidiary. 
Sudarsan Liners Limited, and, 
acquired its first ship '‘Sudarsan 
Shtkti”* The working results 
of this unit have been quite en¬ 
couraging. 

With a view to increase the 
total tonnage, Sudarsans ac¬ 
quired the controlling interest 
of The Malabar Steam Ship 
Company Limited, Bombay 
which has three ships of its 
own. This additional acquisi¬ 
tion gave Sudarsans the total 
tonnage of 31,483 (DWT), 

The above venture, underta¬ 
ken with the best of intentions, 
unfortunatly coincided with the 
worldwide shipping crisis. A 
number of factors have contri¬ 
buted to this unfortunate glo¬ 
bal problem. T^e more impor¬ 
tant of these being the pressure 
of new tonnage in the face of 
diminishing demand for ship¬ 
ping space coupled with pheno¬ 
menal increase in operating 
costs. All these and similar 
constraints are the active ingre¬ 
dients of the present crisis. 
Perhaps the crux of the pro¬ 
blem has been the oil prices 
which had a shattering impact 
generally on world trade and 
economy. Shipping tonnage 
was established on expectations 
of large movements of oil and 
other commodities. Instead, 
there has bem universal slac¬ 
kening in international trade. 
Indian shipping could not re¬ 
main isolated from these world 
trends which, in turn, have ad¬ 
versely affected its fortunes. 

If I may further elaborate, 
freight rates have declined in 
view of the lower demand for 
shipping space. Freights today 
are in fact so low that there is 
hardly any possibility for ship¬ 
ping companies to make a pro¬ 
fit, since, while revenues have 
dropped precipitously, costs 
have not gone down. The net 
result has been the serious pro¬ 
blem of liquidity and adverse 
ways and means position. 


thiMifoie, baffle 

£ rati«e to-'bear mmindtiiat 
dimt Shipping to survive has 
p Ue hiighly cost conscious 
with mteterity as the order of 
tbedw. We have, so to ^ak, 
to roll vfith the punch in the 
sure and . c^nin knowled^ 
that better days am ahead and 
itisjnst n question of keeping 
our heads above water till then. 
This is an aspect which is 
important to appreciate and 
accept. 

At this critical juncture ship¬ 
ping industry looks up to the 
Government for relief. We, on 
our part, would adopt an ap¬ 
proach of extreme care and 
caution but by no means an 
attitude of defeatism since it is 
only a question of time before 
things improve. 

15. Conclusion: 

All of you ^re awaie that 
your Company, despite numer¬ 
ous difficulties, has continued 
to put up an impressive record 
of service over the last decade. 
In today’s modern industrial 
world, diversification has be¬ 
come an acknowledged policy; 
accordingly no effort will be 
spared to ensure that the re¬ 
quisite infra structure is created 
to support, sustain and secure 
our cherished goals of planned 
development and allround eco¬ 
nomic growth. 

May I now conclude by con¬ 
veying my gratitude to our 
valuable constituents, custo¬ 
mers and subscribers for their 
total support. Our thanks are 
also due to the able and profes¬ 
sional service rendered by our 
auditors, legal advisers and 
bankers. I must also thank and 
congratulate our employees, 
agents and Executives of all 
levels for their very capable and 
dedicated performance during 
the year. 

Finally, may I convey my 
sincere thanks to our Managing 
Director, Mr. M. Velayudhan, 
and my colleagues on the 
Board for the valuable services 
they have rendered to the Com¬ 
pany during the year. 

JAI HIND 

Maj. Gen. D.C. MfSRA, 
M.C. (RETD.) 
Chairmai 

Calicut, 

31st January, 1978. 

NOTE: This does not purpor 
I to be the proceedings of th* 
meeting. 
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AFfAIRS 


Relianc0 textile 

The preliminary statement 
from Reliance Textile Indus¬ 
tries on its working results for 
the year ended September 1977 
revealed an all-round impres¬ 
sive improvement over the 
performance in the preceding 
15-month period. The directors 
have proposed a dividend of 
15 per cent which fulfils the 
most optimistic expectations 
entertained by investors subs¬ 
cribing to the shares offered 
for sale in December. Nearly 
60 per cent of the dividend 
was expected to be tax-free. 
Sales during 1976-77 were 
placed at Rs 66.96 crores 
against Rs 62.78 crorcs in the 
preceding 15 month period, 
representing an increase of 33 
per cent on an annual basis. 
The gross profit has shot up 
from Rs 1.74 crores to Rs 4.32 
crorcs. After providing Rs 1.36 
crores for depreciation, RsO,75 
crorcs for investment allow¬ 
ance reserve and Rs 5 lakhs 
for taxation, the net profit 
amounts to Rs 2.18 crores 
against Rs 59 lakhs. After 
providing for the proposed 
dividend which will claim 
Rs 89 lakhs, the balance has 
been transferred to the gene¬ 
ral reserve taking the total 
reserve to Rs 8.29 crorcs. 

Union Carbide 

Union Carbide, which has 
diluted its foreign equity to 
SO per cent and is willing to 
reduce it to 40 per cent under 
the Foreign Exchange Regula¬ 
tions Act, is likely to achieve 
a major breakthrough in the 
field of high-technology capital 


project exports. Following the 
exports of the Rs 3.60 crorc 
turn-key project for the manu¬ 
facture of Temik, a potent in¬ 
secticide to France, the com¬ 
pany has received several 
inquiries for such jobs. It is 
now negotiating an export deal 
with Pakistan involving the 
setting up of a waste water 
treatment plant. Indonesia has 
also sent in an inquiry for a 
Sevin plant to manufacture an 
insecticide and Panama has 
expressed a desire for the com¬ 
pany’s participation in its pro¬ 
ject for the minufacture of 
ethylene from alcohol which 
that country has in abundance. 
A Sevin plant for Kor^a and 
an ethylene separation plant 
using alcohol as the feed-stock 
for the Philippines are under 
negotiation. 

The company’s overseas col¬ 
laborators expect the Indian 
u .it to undertake turn-key jobs 
in the developing countries of 
the cast and west. To facili¬ 
tate the project coordination, 
tlie parent company has set up 
a new organisation at Hong 
Kong. 

Sophisticated Jobs 

The company has also under¬ 
taken several sophisticated jobs 
within the country. It has sup¬ 
plied a modern distillation plant 
to the Kotha heavy water project. 
I'hc filtration device will help 
upgrade the iieavy water to the 
atomic energy requirements. 
The company is planning to 
set up facilities to crack asso¬ 
ciated gas from Bombay High 
to substantially increase the 
production of ethylene from 


which it expects 
output of low density pdlyethy- 
lene and add a like Quantity of 
high density polyethylene. The 
use of associated gas is signifir 
cant in that it will relieve 
dependence on naphtha. The 
naphtha thus saved can be used 
for fertiliser plants or for any 
other priority sector. More¬ 
over, the use of gas has the 
advantage of being relatively 
pollution-free. Initially, the 
company will crack 77,000 
tonnes of ethane/propane to 
produce 44,000 tonnes of 
ethylene. Out of this 20,000 
tonnes each of LDPE and 
HOPE will be produced. At 
present the company is using 
80,000 tonnes of naphtha to 
obtain 22,000 tonnes of ethy¬ 
lene accounting for 22,000 
tonnes of LDPE. The plant for 
cracking the associated gas of 
Bombay High is expected to 
be ready in 1981. The entire 
project will be indigenous. 

Chowgule Matrix Hobs 

Chowgulc Matrix Hobs pro¬ 
moted by the house of Chow- 
gules, entered the capital mar¬ 
ket on January 27 with a public 
issue of 284,000 equity shares 
of Rs 10 each' and 8,000 re. 
decmablc cumulative preference 
shares of Rs 100 each to raise 
a part of the capital for its 
Rs 1.89 crores project for the 
manufacture of high precision 
hobs for cutting of gears, worm 
wheels, spline shafts and 
sprokets wheel. The project 
is being located at Pattancheru 
in Medak district of Andhra 
Pradesh. 

The company’s plant is 
expected not only to meet a 
substantial portion of the inter¬ 
nal demand but is also expec- 
ted to earn foreign exchange 
by export. The balance of the 
cost of the project will come 
from IDBI rupee term loans, 
foreign currency loan from 


(cact Rs 37.1D Ukhs,' im 
Rs 24.30 IMchs, oeOtnd sobddy 
Rs fJ lakhs, deferred payment 
Rs 2.50 lakhs and unsecured 
loans from APllC Rs 2.50 
lakhs. The company has se¬ 
cured technical collaboration 
from Pons and Cantamessa of 
Torino in Italy, said tobeia 
world leader in this line of 
manufacture. The manage¬ 
ment of the company feels that 
the low equity capital base will 
be in the interest of the inves¬ 
tors. 

Revathi-CP Equipmant 

An Indo-US joint venture is 
to be established at Coimbatore 
for the manufacture of sophist!, 
cated drilling rigs and allied 
products. The new company, 
Revathi-CP Equipment Ltd, 
has been promoted by Revathi 
Machinery Traders, which 
manufactures and sells cons- 
truction and drilling equip, 
ment, in technical and financial 
collaboration with Chicago 
Pneumatic Tool Co, New York, 
USA. The company plans to 
manufacture for the first time 
in India drills which will incor¬ 
porate advanced type of hy¬ 
draulic equipment and variable 
volume type compressor suit¬ 
able for drilling in both soft 
and hard formations. It has 
been licensed to manufacture 
100 water-well rigs and blast 
hole rigs per annum alongwith 
accessories and allied products 
of the value of Rs 250 lakhs 
each. Considerable progress 
has been achieved in the imple- 
mentation of the project. The 
entire plant and machinery is 
being procured from indigen¬ 
ous sources and a major por¬ 
tion of the raw materials and 
components required are avail¬ 
able in the country. 

The manufacture of drilling 
rigs has already started and steps 
have been taken to manufac¬ 
ture the two prototype models. 
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CaMBijwBlitl r pf o i irtfc i a A <«• 
pected ' to begiiixtir tiMt iiiiiidle 
oCIbiiijmu'. TJie cost 

it Mtiflikated at Rs 121.S6 lakhs 
which will be net by equify 
ciq>itsI of Rs 44 lakhs, prefe* 
fence shares of Rs 13.88 lakhs, 
tern loans of Rs 69 lakhs and 
unsecured loaqs of Rs 3.88 
latiis. The promotors, Revathi 


tioBi ofi tin itihudeiul will he 
eMmpCad firon tax, an appiica. 
tion for which has been made 
to the income tax autiiorities 
for seeking relief under section 
80K of the Income Tax Act. 
After providing Rs 6.83 lakhs 
for depreciation and Rs 34.00 
lakhs for investment allowance 


nierve, tiian was a net pr<^ of 
Rs 2.89 lakhs. Equity dividend 
wdll absorb Rs 2.77 lakhs and 
the balinee Rs 11,165 has 
been carried forward. 

Vohat 

Voltas chairman, Mr A. 
Hydari, has blamed the com¬ 


pany's dkappointing perform* 
anoe. during the year ended 
August 1977, when despite a 
small increase in turnover its 
gross profit dropped sharply 
from Rs 228.81 lakhs to 
Rs 88.94 lakhs, entirely due to 
factors beyond the company’s 
control. The heavy intmest 


.Atachiaeiy Traders, have al- 
ready b^ allotted equity 
shares of Rs 16 lakhs and pre¬ 
ference shares ofRs 5.12 lakhs. 
The foreign collaborator, Chi¬ 
cago Pneumatic Tool Co, is 
taking up equity shares of 
Rs 24 lakhs. The balance of 
200,000 equity shares of Rs 10 
each and 14,880 preference 
shares of Rs 100 each will be 
offered to the public shortly. 

Dalmia Dairy 

Dalmia Dairy Industries has 
reported favourable results for 
the year ended September, 
1977. Sales have risen by 19.8 
per cent, from Rs 524.92 lakhs 
to Rs 626.07 lakhs and the gross 
profit has increased by about 
92 per cent from Rs 29.96 lakhs 
to Rs 57.42 lakhs. The equity 
dividend has been stepped up 
from 12 per cent to IS per cent 
and is covered by over nine 
times by the years earnings. 
After providing Rs 22.28 lakhs 
for depreciation and Rs2.14 
lakhs for investment allowance 
reserve, there is a surplus of 
Rs 32.99 lakhs against ^ 5.89 
lakhs. Dividend will absorb 
Rs 3.55 lakhs. Sales in the 
first two months (October- 
November 1977) *he current 
year have increased to Rs 
114.94 lakhs from Rs 79.15 
lakhs in the corresponding 
period last year. 

Trichy Sttel Rolling 
Mills 

Trichy Steel Rolling Mills has 
proposed an eqpity diyidend 
of 7.5 per cent for the year 
ended Septemto 1977. A pdr- 


ARE YOU RESPONSIBLE 
FOR PAYING 

• Salaries 

• Oividands on Company Sharos 

• Iniorost (Including intorost on Socurltios) 

• Insuraneo Commission 

• Sums duo to Contractors and Sub-Contractors 
for ‘Work’ or 'Labour* contracts 

• Winnings from Lotteries and Crossword Puzzles ? 


ENSURE THAT : 

CORRECT AMOUNT 
OF INCOME TAX IS 


APPROPRIATE 
CHALLAN FORMS 

*For tax 


DEDUCTED at source deducted ITNS 191 


at the prescribed 
rates. 

The T AX'SO deducted 
Is PAID to the credit 
of the Central 
Government op the 
appropriate challan 
form within the 
prescribed time. 

The PRESCRIBED 
RETURNS OF SUCH 
DEDUCTIONS AND 
PAYMENTS are sent 
to the Income-tax 
Department in due 
time. 


from 

salaries 


ITNS 39 


•For tax 
deducted 

from ITNS 39A 
payments to 
companies. 

•For tax 

deducted 

from 

payments ITNS 89 
(other than 
salaries) to 
any non¬ 
corporate 
person. 


CAUTION 

Failure to comply with the statu¬ 
tory obligation to deduct tax at 
source and to pay It to the credit 
of the Government in due time 
renders the defaulter liable to 
recovery of the tax, charging of 
interst, levy of penalty and impo¬ 
sition of a fine, besides prosecu¬ 
tion If the default is without 
reasonable cause. 

HELP MOBILIZE RESOURCES BY 
TIMELY COMPUANCE WITH TAX 
LAWS 


PAYMENTS are sent salaries) to ^ ‘ 

to the Income-tax anv non- DIRECTOR OF INSPECTION 

10 me income any non (Publications A Public Relations) 

Department in due corporate INCOME TAX DEPARTMENT 
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burden is mentioned as tlie 
single major factor responsible 
for the erosion of profit mar¬ 
gins. The chairman made the 
point that if the company is a 
large borrower, it is not on 
account of * ^profligate use of 
funds but due to high level of 
customer outstandings**. The 
aggregate of the company se¬ 
cured and unsecured loans has 
for ten years been consistently 
lower than the level of sundry 
debtors which implies that it is 
borrowing primarily to finance 
its customers. 

Kirloskar Brothers 

Kirloskar Brothers has 
recorded a setback in its work¬ 
ing during the year ended July, 
1977. While sales have 
increased from Rs 30.45 crores 
in 1975-76 to Rs 31.16 crores 
in 1976-77, the gross profit has 
declined sharply from 
Rs 131.9^ lakhs to Rs 18.85 
lakhs. After providing 
Rs 50.49 lakhs (Rs 40.64 lakhs) 
for depreciation, Rs 9.28 lakhs 
(Rs 7.82 lakhs) for investment 
allowance, there is a net loss of 
Rs 40.92 lakhs against the net 
profit of Rs 59.47 lakhs. After 
some adjustments, including a 
transfer of Rs 56.47 lakhs from 
the general reserve, a dividend 
of six per cent has been declar¬ 
ed against eight per cent for 
the previous year. Equity and 
preference dividends will ab¬ 
sorb Rs 15.99 lakhs (Rs 20.08 
lakhs). 

The company's export busi¬ 
ness has continued to increase 
during the year. In the 
first four months of the current 
year, the overall production 
has also increased, 

Sayaji Mills 

Sayaji Mills, Ahmedabad, 
has shown improved perfor¬ 
mance during the year ended 
March, 1977. Sales have risen 
from Rs 17.42 crores in 1975-76 
to Rs 21,94 crores in 1976-77. 
The working has resulted in a 


gross proAt olf Its lalcbs 
against the loss of Rs 104.85 
lakhs in the previotts year. 
After providing Rs 36,01 lakhs 
(Rs 41.34 lakhs) for depreda¬ 
tion, Rs 4.34 lakhs for invest¬ 
ment allowance, Rs 50 lakhs 
(Rs 8.17 lakhs) for gratuity 
and Rs 2.19 lakhs (Rs 1.76 
lakhs) for taxation for earlier 
years, there is a net profit of 
Rs 36.07 lakhs against the net 
loss of Rs 156.12 lakhs. After 
adjustments, a defidt of 
Rs 30.22 lakhs has been carried 
forward. 

The textile division showed 
improvement but not up to the 
management’s expectations. 
Sales in this division were 
higher at Rs 8.32 crores against 
Rs 6.25 crores. There has been 
a change in the product-mix. 
The company is poised to 
manufacture blended fabrics in 
a big way. The maize and 
chemicals division showed 
satisfactory working during 
1976-77. Its working in the 
current year has also been 
satisfactory. The tapioca 
factory in Kerala suffered 
owing to labour unrest and 
closure for about five months. 

Capital and Bonus 
Issues 

Consent has been granted to 
seven companies to raise a 
capital of Rs 13.8 crores. The 
details are follows: 

The Triveni Eogineering 
Works Ltd, New Delhi, a pub¬ 
lic limited company, registered 
in the union territory of Delhi 
and having a paid up capital 
of Rs 185 lakhs, have been 
granted consent valid for eigh¬ 
teen months, for issue of equity 
shares worth Rs 40 lakhs 
rights on pro-rata basis, for cash 
at par. The proceeds of the 
issue are to be utilised to meet 
a part of the cost of expansion 
and modernisation programme. 
Philips India Limited, Calcutta, 
has been accorded ^nsent, 


valid for 6 moiittis, U> oapi^ 
tafise 118 2,71,60,600 out of its 
general reserve issue fiiUy 
paid equity shares of Rs 10 
each as bonus shares in the ra. 
tic of one bonus share for 
every five equity shares held, 

L.G. Balakrishnan and Bros 
Limited, has been accorded 
consent, valid for 6 months, to 
capitalise Rs 4 lakhs out of its 
general reserve, capital redemp- 
tion reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of one bonus share for 
each equity share held. 

Sonndararaia Mills Limited, 
Dindigul, Tamil Nadu has been 
accorded consent, valid for 6 
months, to capitalise Rs 
12,00,000 out of its general re 
serve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for every three 
equity shares held. 

The Jutibari Tea Co Ltd, has 
been accorded consent, valid 
for 6 months to capitalise 
Rs 10,30,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for two equity 
shares held. 

Auto Piston Manufacturing 
Co Limited, Amritsar has been 
accorded consent, valid for 
6 months, to capitalise 
Rs 4,80,000 out of its general 
reserve andj issue fully paid 
equity shares of Rs 10(X) each 
as bonus shares in the ratio of 
one bonus share for each equity 
share held. 

The Minerals and Metals 
Trading Corpoimtion of India 
Limited, has been accorded 
consent, valid for 6 months, to 
capitalise Rs 900,00,000 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of one bonus share 
for each equity share held* 


g motormte of fHirehoiO 
tf Sloim* 


Blreotor, Biractorate of Pilrybsse 
and StorcBi Departmiiftt of Afemic 
Boeray, Bombeyi invites tenden as 
detaoed below: 

1. D»/VfiC/IfiB/71 DUB ON 
3.3.197E: Digital MultimetM 4i digit 
with 1/UV resolution—3 Nos. 

2. DPS/BARC/IEB/1340DIIBON 

6.3.1978 : UV visible spectrophoto¬ 
meter recording as well as manually 
operated grating type with tempera¬ 
ture control provision—1 No. 

3. DPS/BARC/IBE/1417DU60N 

7.3.1978 : Semiconductor X-rav 
Spectrometer with detector with 
preamplifier—1 No. 

4. DPS/BARC/IEB/i422DUBON 
7.3.1978. Portable pneumatic calibe- 
rator to be used as caliberalor 
standard for liquid level and differe¬ 
ntial pressure transmitters etc. 1 No. 

5. DPS/BARC/IEE/1426DUBON 

8.3.1978 : Touchless tecfaogenerator 
for speed measurement without any 
physical contact with rotating part 
or shaft—1 No« 

6 DPS/BARC/IEB/1429 DUB ON 

8.3.1978 : Liquid chromatograph 
High pressure with Sample iqjector 
solvent delivery system, column and 
detector system and accessories— 
1 No. 

7. DPS/BARC/R-5/ lEE DUB ON 

9.3.1978 : Digital Plotter—1 No. 

8. DPS/BARC/R-5/IEE/31 DUE 
ON 9.3.1978 : Low level solid state 
analogue gate cards (chopper type) 
series with demodulation amplifier— 
10 Cards. 

9. DPS/BARC/R-5/ IEE/52 DUE 
ON 10.3.1978 : Pneumatic edge was 
receiver indicators with and without 
alarms in various quantities. 

10. DPS/RRC/lEE/379/due DUE 
ON 10.3.1978 : Universal testing 
machine for accurate testing of 
material in tensions compressions of 
100 KN capacity—1 No. 

11. DPS/RRC/ JEE/381 DUE ON 

13.3.1978 : Secondary standard 
optical pyrometer disappearing fila¬ 
ment type to caliberation of other 
temperature sensor. 

127 DPS/BARC/R-5/1BB/53 DUE 
ON 14.3.1978 : Helium mass spec¬ 
trometer leak detector for the detec¬ 
tion of leak of the order of 1 x 10-^^ 
std.cc./sec. of helium and accessories 
—1 No. 

Tender documents priced Rs. 20/- 
for items 1,4,5,11; Ra. 30/- for items 
7 A 8; Rs. 40/- items 2,3,12; Rs. 50/- 
for item 9: Rs. 60/- for item 6; and 
Rs. 80/- for item 10 and General 
conditions of contracts priced 
Re. 0-50p can be had from the Fina¬ 
nce and Accounts Officer, Depart¬ 
ment of Atomic Energy, Directorate 
of Purchase Stores, 3rd Floor, 


Mohatta Building, Palton Road, 
Bombay-400 00 1 between 10 a.in, 
A 1 p.m. on all working days except 
on Saturdays. Inworl Licepoe will 
be provided only if the items are not 
available indigenously. Tenders will 
be received upto 3 p.m. on the due 
date shown above and will be opened 
at 4 p.m, on the sameday. The right 
Is reserved to accept or reject lowest 
or any taoders in part or foil without 
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RECORDS A STATISTICS 


Foreign collaborations 

Government approved 101 cases of foreign technical and financial collaborations during the months from 
April to September, 1977. Out of these, 16 cases Involved financial participation and 85 technical 
collaboration only. 

The foreign collaborators are Austria, Denmark, West Germany, France, Hungary, Switzerland, Italy, Japan, 
Sweden, the United Kingdom, the United States, the Soviet Union, Belgium, German Democratic Republic 
and Nefherland. 


Si. Name of the Indian Name of the foreign Item of 

No. company, collaborator manufacture 

2 3 4 

(April—June 1977) 

INDIA—AUSTRIA 

1. M/s. Gujarat State Fertilizer Co. Ltd., P.O. M/s. Chemie-Linz, Austria and M/s. Voest-Alpine Melamine 
Fertilizcrnagar, Distt. Baroda, Gujarat. of Austria. 

INDIA-DENMARK 


2. M/s. Danfoss (India) Ltd., 706-707, Surya M/s. Danfoss A/s DK-6430, Nordborg, Metallic bellows. 

Kiran, 10, Kasturba Gandhi Marg, Denmark. 

Nw Delhi. (Composite case). r 

INDIA—WEST GERMANY 


3. M/s. Indo-Burma Petroleum Co. Lid., Netaji 
Subhas Road, Calcutta. (Composite case). 

4. M/s. The Mysore Lac and Paint Works Ltd., 
Post Box No. 82, Mysorc-l (Karnataka) 

5. M/s. Ruston & Hornsby (India) Ltd., 

J, Forbes Street, Fort, Bombay-1. 

6. M/s. Heavy Engineering Corporation Ltd. 
Plant, Plaza Road, Ranchi. 

7. M/s. Engineering Project (India) Ltd,, 
“Kailash*’, Kasturba Gandhi Marg, 

New Delhi. 

8. M/s. Southern Industrial Corporation Ltd., 
“South India House'*, 99, Armenian Street, 
Madras. 

*9. M/s. Marshall Sons & Co. (Mfg.) Ltd., 
Marshall Building, 9, Second Line Beach, 
Madras. (Composite case). 


10. M/s. Usha Telehoist Ltd., 14, Princep Street, 
•(F) Calcutta. (Composite case). 


M/s. Lcybold Heracus GmbH & Co., 

5 KoIn-BayentaJ, Gnecies Trasse, 

West Germany. 

M/s. AEG Isoiier und Kunststoff GmbH, 
Postfach 100147, D-3500 Kassel, Federal 
Republic of Germany. 

M/s. Motoren-Werke Mannheim AG, 5, Carl 
Benz Strasse, 68 Manheim, Federal Republic 
of Germany. 

M/s. Siemeg Transplan GmbH, 

5902 NetphenI 1, FRG. 

M/s. Braunscheweigische Maschinen — 
bauanstalt, BMA, 33, Braunschweig, 

Post Box 3225, Federal Republic of 
Germany. 

M/s. Ackermann U. Schmitt AG, 
Maschinenfabrik, Raite-Isbergstrasse 49, 

7000 Stuttgart 1, F.R.G. 

M/s. Fried Krupp GmbH, 

F.R.G. 


M/s. Walter Hunger International, 
F.R.G. 


Freeze drying 
plants. 

Anti-Corrosive 
Paints and Isolating 
Varnishes etc. 

Diesel Engines. 

Inclined skip 
system. 

Reduction gear 
drives for cane 
crushing mills. 

Portable electric 
tools. 

Coal/coke or and 
mineral crushers 
and vibratory 
screens/tube 
screens. 

Hydraulic 

cylinders. 
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11. M/s. The Indo-Buima Petroleum Co. Ltd., 
Gillander House, Netaji Subhas Road, 

Calcutta. 

(Composite case). 

12. M/s. Hamtool Manufacturers Pvt. Ltd., 

48, II Main Road, Bangalore. 

N/s. Leybold Heraeus GmbH A Co., 

F.R.G. 

M/s. Heinrich Flottmann GmbH, 

Federal Republic of Germany. 

Rotary Van 

Vacuum Pumps. 

Down the Hole 
Pneumatic 

Hammers. 

13. M/s. Ghatge Patil Industries Ltd,, P.O. 
Uchagaon, Kolhapur, Maharashtra. 

M/s. Zahnradfabrik Friedrichshafen 
Aktiengesellschaft, D-7900, Friedrichshafen, 

P.O. Box. 307, FRG. 

Electromagnet 
Clutches, Brakes. 

14‘. M/s. Heavy Engineering Corpn. Ltd. 

Plant. Plaza Road, Ranchi. 

M/s. GHH Sterkrade, Aktiengesellschaft, 

4200 Oberhausen, II Postfach 110240, FRG. 

Mining 

Equipment. 

•15. M/s. Premier Mills (CBE) Ltd., Electronics 
Units, Unit No. 3, SEEPZ. Andheri East, 
Bombay. 

(EPZ Case) 

16. M/s. NGEF Ltd., P. Bag No. 3876, 

Bangalore, Karnataka State. 

M/s. Schaefer, Mess technik GmbH A Co., 

KG, D-7401, Kustard-ingen/Tubingen, 

FRG. 

M/s. AEG-Telefunken, 

FRG. 

(Db) VU 

Meters. 

Modular high 
voltage induction 
motors. 

17. M/s. Millars Machinery Co. Ltd. 

Himalaya House, Kasturba Gandhi Marg, 

New Delhi. 

M/s. Teka Baumaschinen GmbH, 6730 

Neustadt (Weinstrasse), Post fach 300, 

F.R.G. 

High Speed Pan 
Mixer A Fully 
Automatic Batching 
A Mixing Plant. 


INDIA-FRANCE 


18. Mr. Ashok Khanna, 759, Sector-8B, 

Chandigarh. 

M/s. S.B.B.M. Ourdet S.A., Damprichard, 
France. 

Watch Cases. 


INDIA—HUNGARY 


•19. M/s. Liberty Enterprises, Central House, 
Railway Road, Karnal. 

i) M/s. Technoimpcx, Hungarian Machine 
Industry Foreign Trade Co., Budapest V. 
Dorottya U., Hungary. 

ii) M/s. Konsumex Foreign Trade Co., 

1371, Budapest V., Tenacs Krt. 26 

Hungary. 

iii) M/s. Intercooperation Co. Ltd. for Trade 
Promotion, 1253, Budapest 1, Hungary. 

Leather Footwear 
Uppers. 


INDIA—SWITZERLAND 


•20. M/s. Micronix Control Corpn., P.O. Box 1196, 
INDIA HOUSE. Opp. GPO, 

Bombay-400001. 

M/s. Lenco Ltd., Burgdorf, Switzerland and 
Lenco Italiana, Italy. 

i) LB 68 Commuta¬ 
tor Direct Current 
Motor. 


iO 2 Pole Shaded 
■ Synchronors 
iii) 4 Pole Shaded 
Hysteresis-Syn* 
clmnors. 

—Contd. 
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INDIA—ITALY 


*21. M/s. Lohia Machines Pvt. Ltd. 
73-A, Fazalganj, Kanpur. 


M/s. Taematex S.P.A., Vergiate, Via Sempione 
125, Italy. 


22. M/s. Bombay Furnace Ltd., M/s. Ing. F. Ferre C.S.P.A., 20143 Milano, 

5, Stadium House, 83, Veer Nariman Road, Via, Morimonodo, Italy. 

Bombay. 

INDIA—JAPAN 

23. M/s. Dumet Wire India Ltd., M/s. Sunaga Tungsten Industrial Co. Ltd., 

11, Tukoganj Main Road, Indore. 261, Asakura-cho, Tochigi-Koh, Japan. 


INDIA—SWEDEN 

*24. M/s. Universal Cables Ltd., M/s. ASEA Kabel of Sweden. 

P.O. Birla Colony, SATNA (MP). 

(Composite case). 

♦25. MrVijayam Varadan, Nariman Point, Bom- ' M/s. DIPA SA CH., 1262, Switzerland. 

(F) bay. 400021. 

♦26. Mr N. P. Dhawan, J 189, Rajouri Garden, M/s. Robert Mathys, Battlach, Switzerland. 
(F) New Delhi. 

(Composite case) 

27. M/s. Indian Steelworks Construction, ISCON M/s. Elektro GmbH, Gallerstrasse 27, Win- 
House, Burdwan Road, Distt. Darjeeling (West terthur, Switzerland. 

Bengal). 

*28. MrMoiz M. Hossein, 70, Lakshmi Insurance M/s. Bracker SA, CH-8330, Pfaffikon— 

(F) Bldg., Sir P.M. Road, Bombay. Zurich (Switzerland) 


INDIA—UK 

29. M/s. Reyrolle Burn Ltd., 10 C Hungerford M/s. Reyrolle Belmos Ltd., Blantyre, Glasgow, 
Street, Calcutta. . UK. 

*30. M/s. Snail Spanners (India) & Tools Ltd., M/s. James Neill Holdings Ltd., Napier Street 
(F) 87, Nagdevi Cross Lane, Bombay. Sheffield SI 1 8 HB, UK. 

31. M/s. Hind Rectifiers Ltd., Lake Road, Ban- M/s. Westinghouse Brake & Signal Co Ltd., 3 
dhup, Bombay. John Street, London, WCIN 2 ES, UK. 

*32. M/s. Baker Horstmann Mercer (India) Ltd., M/s. Thomas Mercer Ltd., Wood Road. St. 
401—-Jolly Bhayan, No. 2, Bombay. Albans, UK. 

(Composite case). 


iunkNio^^ ns 


Tow to Top Con¬ 
version equipment, 
breakers, rebreak¬ 
ers, tow transfor¬ 
mers, intersecting 
machine. 

Electrically Heated 
Bogie Hearth, 
Furnaces. 


Tungesten Wire, 
Tungesten Filament, 
Molybdenum Wire. 


XLP Cables. 


Aromatic Chemicals 
A Industrial Perfumes 
and Products thereof. 

Oerthopaed ic-Bones 
Surgery Implants, 
and Prothese for In¬ 
ternal Fixations. 

Wind Power Plant 
and Wind Water 
Pumps (Cjenerator). 

Mail Eyes (to be used 
in wire heads for 
textile weaving 

looms). 


Flameproof Circuit 
Bracketsupto 11 K.V. 

Pliers, Nippers and 
other hand tools. 

Thyristors 

Lever Type * Dial 
Gauges and Dial 
Type Cylinder Bore 
Gauges. 

—Con/rf. 
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♦33. M/s. Roto Pumps & Hydraulics pvt. Ltd., 
7/188, Swaroop Nagar, Kanpur. 

(Composite case). 

•34. Mr G.B. Chandy, c/o Hevea Bonds & Lin¬ 
ings Pvt. Ltd., Kalamassery, Cochin-22. 
Kerala. 

35. M/s. General Electric Co. of India Ltd., ‘Mag¬ 
net House’, Chittaranjan Avenue, Calcutta. 

36.. M/s. Best & Crompton Engg. Ltd., 13/15, 
(F) North Beach Road, Madras. 

(Composite case). 

♦37. M/s. Lcbocey Needles Industries, G.T. Bye- 
Pass Road, Ludhiana. 

38. M/s. Susaka Pvt. Ltd., 40-E, K. Khadye Marg, 
Jacob Circle, Bombay. 


39. M/s. Balmer Lawric & Co. I.td., 5, Graham 
Road, Ballard Estate. Bombay. 

40. M/s. Jesons Electronics Ltd., 73, SundarNagar, 
New Delhi. 

41. M/s. Fertilizers & Chemicals Travancore Ltd., 
FACT Engineering & Design Organisation, 
Udyogmandal (Via) Cochin. 

42. M/s. Jardinc Victor Ltd., 4, Clive Row, 
Calcutta. 

♦43. Mr Sanjay Sen, 24/1. Ballygunge, Circular 
(F) Road, Calcutta. 

44. M/s. Paper Mill Plant & Machinery Manufac¬ 
turers Ltd., 181, Swami Vivekanand Road, 
Jogeshwari, Bombay. 


♦45. M/s. Audeo India Ltd., L & T House, Ballard 
Estate, Bombay. 

♦46. M/s. Wimeo Ltd., Indian Mercantile Chambers, 
Nicol Road, Bombay. 

47. M/s. Southern Nitrochemicals Ltd., 3/202 
Goviddappa Naick Street, Madras. 

48. M/s. Tata Sons Ltd., Bombay House, Sir Homi 
(F) Modi Street, Bombay. 

(Composite case). 

*49. Mr S.K. Rungta, A-12, Gulmohar Park, New 
Delhi. 


M/s. Stothert and Pitt Limited, UK. 


M/s. Sutcliffe Rubber Co. Ltd., Asbrook House 
Church Street, Ossett, West Yorkshire, WF5, 

9DJ, UK. 

M/s. General Electric Company Ltd., 1, Stonhope 
Gate, London W1 (UK). 

M/s. Rotork Controls Ltd,, UK. 


M/s. T. Grieve & Co. Ltd., Coalville, Leicester 
England. 

M/s. Pre-Formed Windings, Co. Ltd., Farm 
view Works, Sheffield Road, Hackenthrope, 
Sheffield S 12 4 LT, UK. 


M/s. York Trailor Company Ltd., Corby, 
Northamptonshire, NN 18 8 AH, UK. 

M/s. Chemical & Carbon Products Ltd., Everc- 
ady House, 1255 High Road, Westone, London. 

M/s. SIM-Chem. Ltd., Warren Road, Cheadle 
Hulmc, Cheshire, UK. 

M/s. Victor Products (Walls end) Ltd., P.O. Box 
Walls end; Northumberland, NE28 6PP, England. 

M/s. Stahl Chemicals (G.B.) Ltd., Loughborough, 
Lc 11, ord., UK. 

M/s. Arrow Projects Ltd., Greaves Place, London 
SW 17 ONE, UK. 


INDIA—USA 

M/s. Crane Co., 300 Park Avenue New York, 
USA. 

M/s. Beatrice Foods Co., 120 South La Salle 
Street, Chicago, Illinois 60603, USA. 

M/s. Hercules Inc., Wilmington, Delaware 19899, 
USA. 

M/s. Burroughs Corporation, USA. 

M/s. Electronic Application Co. Inc., 4918 Santa 
Avenue, El Monte, California, 91734, USA, 


Positive Displace¬ 
ment Pumps (Screw 
Pumps and Lobe 
Rotor Pumps). 

Rubber to metal bon¬ 
ded products. 

DC Circuit Breakers 

‘K’ range of Actua¬ 
tors. 

Hosiery Needles, 
Jacks & Sinkers. 

Full epox thermal 
class F coils for 
motors/generators 
of power generation 
Plants. 

Marine Freight Con¬ 
tainers 

Dry Cell Batteries. 

PJ)osphoric Acid 
Plant. 

Hand Held Hydrau¬ 
lic Drills. 

Leather finishes 

Paper Mill Machine¬ 
ry. 


Industrial Valves. 

Processed Meat and 
Meat Products. 

Nitric Acid 

Computer Periphe¬ 
rals, etc. 

Reed Relay (Electro¬ 
nic components) 

--Con/rf. 
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50. M/s. Power Systems & Projects Pvt. Ltd., M/s. RFL Industries Inc., Communication 
System House, Palghat, Kerala. Division, Boonton, New Jersey 07005, USA. 


INDIA—USSR 

♦51. M/s. Bharat Heavy Electricals Ltd., 18-20, M/s. Prommash-export, Moscow (USSR). 
Kasturba Gandhi Marg, (New Delhi). 


Power Line Carrier 
Equipment for 400 
KV and above trans¬ 
mission line. 


H.P. Heater Arma- 
ture for D.C. Motors 
& Thermal Sets. 


ABSTRACT 

1. Approvals involving 
financial participation. 

2. Approvals involving only : 

technical collaboration. 

Total : 


8 

43 

51 (Including 8 composite cases and 1 EPZ cas^O 


(July—September 1977) 

INDIA—BELGIUM 

1. M/s. Hardcastle & Waud Manufacturing Co. M/s. Libert Freres, S.P. R.L. Powder Coating Div. 
Ltd., Brabourne Stadium, Nariman Road,. Nekkersputstraat 179, B-9000 Ghent, Belgium. 
Bombay-400020. 

INDIA-WEST GERMANY 


♦2. M/s. Usha Telehoist Ltd., 14, Princep Street, 
(F) Calcutta. 

3. M/s. Industrial Cables (India) Ltd., Industrial 
Area, Rajpura (Punjab). 


4. M/s. Industrial Consulting Bureau Ltd., Nehru 
(F) House, New Delhi. 

5. M/s. Mukand Iron & Steel Works Ltd., Lal- 
bhadur Shastri Marg. Kurla, Bombay. 

6. M/s. Utkal Machinery Ltd., Kansbahal, Dist. 
Sundergarh, Orissa. 

7. M/s. Engineers India Ltd., Samachar Bhavan, 
4, Parliament Street, New Delhi. 

♦8. M/s. Anup Engineering Ltd., Anil Starch 
Premises, Anil Road, Ahmedabad. 


9. M/s. Rental International, (Steel Div.) D-38, 
Defence Colony, New Delhi. 

•10. M/s. Daggcr-Forst Tools Ltd., First Pokhran 
Road, Thana (Maharashtra). 


M/s. Walter Hunger K.G., Hydraulic Work, D-8770 
Lohram, Postfach 380, FRG. 

M/s. Kabcl-und Metallwerke Gutehoflhungcshuttc 
Aktiengesellschaft, Kabel Kamp 20. 3000 Hannover, 
FRG. 

M/s. Nikolaus Sorg GmbH & Co., FRG. 

M/s. DEMAG, Lauchhammer, D 4100, Duisbura-IJ. 
FRG. 

M/s. Fried Krupp GmbH, Krupp Industrie-und 
. Stahlbau, 2940 Wilhelmshaven, FRG. 

M/s. Oschatz GmbH, Dampfkesseifabrik, 4300 Essen, 
Westendorf 10-12. FRG. 

M/s. Krauss Maffei, Krauss-Maffei Aktiengesselschaft, 
8000, Munchen 50, Krauss, Maffei Strasse, FRG. 


M/s. Egon Evertz KG, 5650, Solingen, FRG. 


M/s. Oswald Forst GmbH, 565 Solingen, FRG. 


Powder Paints 


Oil Seals and 
‘O’ Rings. 
Crosslinked 
Polythyleiie 
Insulated Power 
Cables. 

Glass Melting 
Furnaces. 

Slab Yard Crane 

Slab Yard Crane 

Waste Heat 

Boilers. 

Industrial Centri¬ 
fuges, Pushers 
Peel Pendulum, 
Decanter, Tumb¬ 
ler & Baffle Ring 
type. 

Repairs . of 

Moulds used by 
Steel Plants. 
Broaches (Cut¬ 
ting Tools) 

—Co/itrf. 
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II. M/s, Metal Box Co. of India Ltd., Barlow 
House, 59C Chowringhec Road, Calcutta. 


*J2. M/s. The Brihan Mahrashtra Sugar Syndicate 
Ltd., Commonwealth Building, Laxmi Road, 
Poona. 

13. M/s. Bharat Heavy Electricals Ltd., 18/20, 
Kasturba Gandhi Marg, New Delhi. 

14. M/s. Weweld Metal Bellows Pvt. Ltd., 33, 
(F) Sethi industrial Estate, lO-E, Suren Road, 

Andheri (East) Bombay. 

(Composite case) 

15. M/s. Aluminium Industries Ltd. No. 1, Cera¬ 
mic Factory Road, Kundara, Kerala. 


16. M/s. Needle Roller Bearing Co. Ltd., Second 
Pokhran Road, Majiwade, Tbana. 


17. M/s. T. Maneklal Mfg. Co. Ltd., Vaswani 
Mansions, Dinshaw Vachha Road, Bombay- 
400020. 


18. M/s. Standard Pharmaceuticals Ltd., 24, Park 
Street, Calcutta. 


19. M/s. Punjab State Industrial Dev. Corp. Ltd. 
S.C.O. 54-56, Sector I7-A, Chandigarh. 


20. M/s. Shriram Vinyl & Chemical Industries, 
Shriram Nagar, Kota. 

21. M/s. Transformers & Electricals Kerala Ltd., 
Angamally South, P.O. Pin Code 683573, 
Ernakulam Distt., Kerala. 
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M/$. MABEG Maschinenbau GmbH, Machf, Hensel & Mabeg Non- 

Pleines GmbH, 605, Offenbach, Gerberstrasse 35, stop Continuous 

FRG. Feeders. 

INDU—FRANCE 

M/s. Camux, '*La Grande Marque" Place, Cognac, Brandy. (Jules 

France. Bouchard, Chal- 

fonte & Jules 
Laina). 

M/s. Alsthom Savoisienne, 25 Rue Des Bateliers, 400 KV Trans- 

93404 Saint-Ouen, France. formers & Re- 

actors 

M/s. CALORSTAT, France Metal Bellows 

and Bellow As¬ 
semblies. 

M/s. Delle.Alsthom, 130 Rue Leon Blum, 69611 Current Trans- 

Villeurbanne. France. formers above 66 

KV and upto 321 
KV. 

M/s. Nadella S.A., 92500-Rue il Malmaison, (France). Needle Roller, 

Needle Bushes, 
Needle Cages, 
Needle Thrust 
Bearings and 
combined Needle 
Bearings. 

INDIA—GDR 

M/s. Kombinat VEB Warkemaschinenbau, Karl-Marx- Warp Knitting 

Stadt, 90 Karl-Marx-Stadt, Annaberger Strasse 73, Machines. 

GDR. 

INDIA—ITALY 

M/s. Pierrel S.P.A., Milan, Italy. Erythromycin 

and its salts. 


INDIA-JAPAN 


M/s. Sbizuki International Co., 4-23 Tanaka-Cho HT & LT Power 

Nishi-nomiya city, Japan. Capacitors with 

Polypropylene 

Dielectric. 

M/s. Shin Etsu Chemical Co. Ltd., 6-1, 2-Chome, Mercury Pollu- 

Ohtema chi, Chiyoda-ku, Tokyo. tion Protective 

Technology, 

M/s. Hitachi Ltd., Tokyo, Japan. Bushings upto 

400 KV and on 
load Tap/upto 
400 KV. 

—Can/i/. 
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22. M/s. Gujarat Fibre Glass Mfg. Company, 53/54, M/s. Nippon Glass Fibre Co. Ltd., P.O. Box No. 36, Fibre Glass 
Vithal Udyognagar, Kaira Distt. (Gujarat). TSU, MIE PREP, Japan. 

23. M/s. Andhra Pradesh Industrial Dev. Corpn. M/s. Nitto Boseki Co. Ltd., 1 Yaesu, 6 Chome, Chuo ContinuousFila- 

Ltd., Shakar Bhavan, B-1-174, Fateh Maidan KU, Tokyo, Japan. ment Fibre 

Road, Hyderabad. Glass 

*24. M/s. Mukand Iron & Steel Works Ltd., M/s. Wasino Machine Co. Ltd., Mainichi Bldg. Castings to the 

L.B.S. Marg, Kurla, Bombay. Horiuchi-cho, Nakamura-ku Nagoya, Japan. Weight Range 

upto 5 tonnes. 


INDIA—NETHERLANDS 


25. M/s. Kinetics Technology India Ltd., M/s. Kinetics Technology International, B.V. Process furnaces 

(F) (SELAS INDIA LTD), 501-503, Meghdoot, Previously known as Sclas of America (Nethcrland) and related heat 

94, Nehru Place, New Delhi. N.V. 26, Breadewater, Zoetermeer, P.O. B. 86, The equipment. 

Netherlands. 


INDIA—SWEDEN 


26. M/s. Rollatainers Ltd., 
13/6, Mathura Road, 
Faridabad. 


M/s. Essoltepac AB, S 60101 Narrkoping, Sweden. Specially lined 

paper board 
cartons. 

INDIA—SWITZERLAND 


27. M/s. Bhagwaii Dass & Sons, 47-B, 

Friends Colony, Mathura Road, New Delhi. 

28. M/s. Nareiidra Explosive Ltd., 

(F) 59, Gandhi Road, Dehradun. 

29. M/s, Munshaw Engineering Industries Pvt. 

Ltd., Kermani Building, Sir P.M. Road, 

Fort, Bombay. 

30. M/s. Peass Industrial Engineers Pvt. Ltd., 
Maneklal Road, Opp. Rly. Goods Yard, 
Navsari (Gujarat). 

31. M/s. Arya Varat Lokhand Udyog Pvt. Ltd., 
Near IOC Pump, 122-A, Bombay-Agra Road, 
Navpaoa, Thana (Maharashtra). 

32. M/s. J.M. Parekh, Gokul Niwas, 

Chaupatty Sea Face, Bombay. 

(Composite case) 

33. M/s. Nivo Controls, 

20/3 New Palasia, Indore. 

34. M/s. Mining & Allied Machinery Corpn. Ltd., 
Durgapur-713210, Burdwan. West Bengal. 

35. M/s. Swan Mills Ltd., Nimal, Nariman Point, 
Bombay. 

36. The Binani Metal Works Ltd., 103/24/1 Fore¬ 
shore Road, Sibpur, Howrah. 

37. M/s. Dagger Forst Tools Ltd., First Pokhran 
Road, Thana, Maharashtra. 

(Composite case) 


M/s. Navada S.A., Grenchen, Switzerland. Wrist Watches 

M/s. Dr. Ing. Mario Biazzi, Soc. AN., Vivey (Switzer- N.G. Base 
land). Explosives. 

M/s. Siegfried Peyer Ltd, CH- 8832 Wollerau, Switzer- Electronic Yarn 
land. Clearer Type 

‘B\ 

M/s. Fr. Mettler’s Sons Ltd., 6415, Arth, Switzer- Hank to Cheese 
land. & Cone Winder 


M/s. Stopine AG, Postfach CH*6300 Zug, 2. Switzer¬ 
land. 

M/s. M. Schneider Hegi & Co., Switzerland. 

M/s. G.H. Endress & Co. Switzerland. 

INDIA—UK 


Slidegate System 
for Ladles con¬ 
taining Liquid 
Metal. 

Certain Precision 
Components for 
Watches etc. 
Electronic Level 
Controllers. 


M/s. Anderson Mcavour Ltd., Glassgow, Scotland, Ranging Drum 
UK. Shearer. 

M/s. TBA.Bishop Ltd., Stanhope Road, Cambcrlcy. Fibre Glass 
Surrey, GU15 3 BW, UK. 

M/s. F. Bamford Sl Co. Ltd., Stockpost, Cheshire, Marine Pro- 
England. pellers. 

M/s. W. Frost Engineers, UK. Spline Mandrels, 

Master Gears & 
Serrated Rollers. 
^Contd. 
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*38. M/s. The Delhi Cloth & General Mills Co. 
Ltd., Unit DCM Data Products, Shivaji Marg, 
Delhi. 

(Composite case). 

39. M/s, Shukla, Manseta Industries Pvt. Ltd., 
24-B, Ambalal Doshi Marg, Fort Bombay. 


40. MrRajesh Kumar Vig, P.B. No. 1744, 4, 
(F) India House, W.H. Marg, Bombay. 

41. M/s. Bharat Heavy Electricals Ltd., 18-20, 
K.G. Marg, New Delhi. 

42. Mr V. S. Rajan, 501, Janambhoomi Chambers. 
W.H. Marg, Bombay. 


43. M/s. Ram Labhaya Arora & Sons, 16I/I, 
Mahatma Gandhi Road, Calcutta. 

44. Mr V. K. Gupta, M/s. Ushamil Assoc ates Pvt. 
Ltd., K-40, Connaught Circus, New Delhi. 

45. M/s. Yesha Electricals Pvt. Ltd. 54, Alkapuri, 
Baroda. 

46. M/s. Westerwork Engineers Ltd., 5-D, Vulcan 
Insurance Bldg. Veer Nariman Road, Bombay. 

47. Mr Achyuta Nanda Haider, 69/1/9, Diamond 
Harbour Road, Calcutta. 

48. M/s Hindustan Photo Film Mfg. Co. Ltd., 
Indu Nagar, Ootacamund. 


49. M/s Ruttonshi -International Rectifier Pvt. Ltd., 
(F) Post Box No. 661, G.P.O., Bombay. 

50. M/s. Graphite India Ltd., 31, Chowringhce 
(F) Road, Calcutta. 


INDIA--USA 

M/s. Applied Computing Technology, Inc., USA. Serial Dot-Matrix 

Printers. 


M/s. F.E. Myers, and Bro Co., 400 Orange Street, 
Ashland, Ohio, USA. 


M/s. Griffith Laboratories Chicago, USA. 


M/s. Dresser Industries. Stratford—Connecticut, USA. 


M/s. Denver Instrument Co., 2050 South Pecos St. 
Denver, Colorado, USA. 


M/s. Leeds & Northrup Co., Somneytown Pike, North 
Walsc, Pennsylvania, USA. 

M/s. SPM Corpn., San Salvadoor/EI Salvador, 
Central America. 

M/s. General Electric Co., International Licensing 
Deptt., 570: Lexington Avenue, New York. 

M/s. The Celotex Copn., P.O. Box 22602, Tampa, 
Florida.33622, USA. 

M/sDiasitCo. Inc. USA, Youngsville, N.C. 27596, 
USA. 

M/s. E.I. Du Pont de Nemours & Co., 1007, Market 
Street, Wilmington, Del ware 19898, USA. 


M/s. International Rectifier, USA. 

M/s. Great Lakes Carbon Corpn., 299 Park Avenue, 
New York. USA. 


High Pressure 
Industrial Pumps 
& Hydraulic 
Cleaners. 

Food Ingredients 
and Gas Sterli- 
zers. 

Safety, Relief 
Valves and forged 
Steel Valves. 
Single/Dual Pan 
Electro-mechani¬ 
cals, Mechanical 
& Electronic 
Balances. 
Expendable Ther¬ 
mal Devices. 
Waste Recycling 
Equipment. 

Power Factor 
Improvement 
Capacitors. 
Asbestos Covered 
Rolls. 

Specialised Print¬ 
ing Machinery. 
Conversion of 
Jumbo Rolls into 
Industrial X-Ray 
Films, Graphic & 
Portraits Art- 
films. 

Silicon Diodes & 
Silicon Pellets. 
Carbon Cathodes 
Carbon Blocks & 
allied products. 


ABSTRACT 


1. Approval involving financial participation : 8 

2. Approvals involving only technical collaboration : 42 


Total ; 50 

(Including four Composite cases.) 

*F’ Cases involving financial participation also. 

* Cases with export orientation. 
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Birlakootam, MAVOOR-.673 661 Kozhikode Dist. KERALA, 

(Regd. Office: Birlagram, Nagda, M. P.) 

HELPS 

To move the wheels of textile industry all over India 
Thus saving enormous foieign exchange 
Much needed for National Development 

THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION. 

"He that planteth a tree is a servant of God. He provideth kindness for many 
generations and faces that.have not seen him shall bless him.'* 
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Telex : 084 -216 61 and 52 Mavoor 
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The origin of productive force... Kirloskar Electric 
contributes with a superior range of electric motors. 

Today, countless Kirloskar Electric motors are driving 
pumpsets. printing units, machine tools, paper mills, 
fertiliser factories. To name a few applications. We 
meet demand from overseas markets as well. 

We are proud that industry looks up to Kirloskar 
Electric to fulfill newer needs. Our KH Series Motors 
manufactured at Hubli are a case in point. The 
smallest small motors in India, they are the fruit of 
relentless search. Compact, versatile, tough. Appropiate 
for the growing industrial environment in our country. 



KH SERtES MOTORS 

(umolSkW) 

-the smallest 
small motors 


A small matter. 
But the nucleus of 
every industry. 
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The Shah in Delhi 

The discussions which the Shah of Iran had with the prime minister and other 
ministers of the government of India in New Delhi have yielded no surprises. The 
interest which both Iran and this country have in developing mutually advantageous 
economic cooperation is well known and there has also been sufficient fore-knowledge 
of the Shah’s intention to consider other projects on the Kudremukh model. In fact 
even the identities of the schemes, the financing of which is to be assisted by the 
sale proceeds of crude oil which Iran would be supplying on credit, were established 
in advance of the Shah’s visit. They are: the second stage of Rajasthan canal; an 
alumina project based on the deposits of bauxite in the east coast of India; and a 
paper and pulp factory in Tripura. Other projects would be brought in later when 
funds from the oil credits permit. 

The additional supplies of oil which are meant to help the government of 
India to raise the money needed for the three projects are to be supplied over 
a period at the OPEC prices prevailing at the relevant time. Since India, 
presumably, is not going to import more oil in the aggregate, merely in order to 
accommodate the additional supplies from Iran, it follows that its Imports from 
other sources would be reduced to the extent of the increased deliveries from Iran. 
This is on the assumption that the practice of economy in the consumption of 
petroleum products will not be relaxed as a result of the understanding with Iran 
regarding additional supplies from that country. It should however be expected that 
there will be arguments in the country in favour of reducing the prices of petroleum 
products and encouraging their consumption for stimulating economic activity, 
particularly in the transport sector. This point of view will no doubt have to be 
carefully considered. 

The oil credits are to be repaid in kind to the extent India could supply and Iran 
absorb the end-products of the projects which are to be financed through these credits. 
Already, in the case of the Kudremukh project, there has been an agreement for the 
Iranian loan being discharged by the export of iron ore pellets. Now the plans are 
that some of the additional wheat produced with the help of the irrigation facilities 
of the Rajasthan canal should in due course be shipped to Iran towards the repayment 
of the oil credits. In the case of the alumina project, again, Iran’s requirements of 
this product as the raw material for its aluminium industry is well-established. 
Meanwhile the precise terms and conditions of the oil credits and, indeed, their dimen¬ 
sions are still to be settled. 

» 

A curious grievance has been heard in some quarters that this kind of deals would, 
from India’s point of view, involve the exploitation of its natural resources and cheap 
labour primarily for export purposes, rather than for the satisfaction of the needs 
of its own people. This is sheer nonsense. The prospects of India emerging as an 
exporter of foodgrains or other farm products some time during its intensive agri¬ 
cultural development should be welcomed and not deplored. By no stretch of imagina¬ 
tion can one pretend to see any objectionable exploitation of India’s physical or 
human resources in such a situation. India's gains of course are easy to identify. 
There is first of all the direct employment opportunities and even more important 
the more general employment potential provided by works such as the Rqjasthan 
canal project. Again, in the case of the alumina plant, while our bauxite resources 
are very large, the limitations on the availability of electric power come in the way 
of our country exploiting these deposits fully in the short period for the production 
of aluminium, the manufacture of which calls for large consumption of electricity. 
There is therefore sense In converting some of our bauxite deposits immediately into 
alumina and exporting this product. 

It has been pleaded that, since our foreign exchange reserves have risen and are 
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rising, we could dispense with transactions 
which link foreign loans and credits to 
future exports of Indian merchandise in 
repayment. This again is shallow thinking 
if only because it exaggerates the signi* 
ficance of the current state of our foreign 
exchange reserves. All that recent accre¬ 
tions to these reserves may be taken to 
mean is that they have made it possible 
for the government to liberalise its rigid 
controls on imports while taking steps to 
reflate activity in the domestic economy 
even where this may result in increases 
in the demand for imports. Contrary to 
the impression prevailing in some quar¬ 
ters, the improvement in our foreign ex¬ 
change reserves has neither made our 
country self-sufficient in development 
capital nor has it lessened the importance 
of steady and substantial increases in our 
export earnings from year to year. It is 
in this context that the kind of economic 
cooperation which has been developing 
between Iran and this country and which 
has received a boost through the recent 
visit of the Shah should be viewed and 
valued. 

Asian common market 

While quite a few of Iran's neighbours, 
proximate or approximate, may have 
reservations about the Shah’s political or 
military concepts for the region in which 
he wants his country to play a decisive 
role, his enthusiasm for an Asian common 
market is clearly a healthy one and could 
be shared safely and profitably by other 
Asian countries. He wants the lead to 
come from the drawing together, in the 
first place of Iran, Afghanistan, Pakistan, 
Nepal, Bangla Desh and India. His latest 
attempt to canvass support in New Delhi 
for this approach seems to have been met 
with polite listening but no more. Perhaps 
the government of India believes that 
there are many preliminaries to be attend¬ 
ed to before there could be serious 
business on the lines the Shah is advocat¬ 
ing. Immediately there is need for the 
establishment of smooth and effective 
facilities for the transport of goods over¬ 
land between India and Iran. Here 
Pakistan's cooperation is necessary and 
the quid pro quo could be in the form of 
road and rail transit rights for Pakistan 
and Nepal through Indian territory. The 


Shah*s good offices will be valuable for 
negotia^g these arrangements, but the 
prospects of their success would depend 
on continued progress in Indo-Pakistan 
relations. 

It is interesting to note that the govern¬ 
ment of India has found it easier to do 
business with the Shah of Iran than 
talk business with the representatives of 
American corporate enterprises whom Mr 
Orville Freeman of Business International 
brought here recently. Mr Freeman 
claimed that they had come to this country 
to identify through discussions with the 
government of India the areas of industry 
in which foreign investment would be 
allowed or encouraged to operate. 
Actually much of the talk was apparently 
on the plane of abstractions, and they 
seem to have ended with the government of 
India declaring that multinationals or 
other foreign firms should accept the 
Foreign Exchange Regulation Act if they 
want to do business in India and that they 
are free to invest in the areas indicated 
for them by the government’s industrial 
policy, which was restated recently. 

The minister for Industry, however, has 
given a practical turn to the affair by 
suggesting rightly that the time for gene¬ 
ralisations is past and that foreign firms, 
whether already operating in India or pro¬ 


posing to make an entry> should come 
forward wHh specific proposals for invest¬ 
ments which could then be gone into on 
their merits. 

The snag here of course is that, 
so far as new-comers among foreign firms 
are concerned, they enjoy no particular 
advantages in identifying investment possi¬ 
bilities or opportunities and in most cases 
they will have to seek Indian collaborators 
who will naturally be mostly from among 
the large, if not the larger, business 
houses. It is difficult to see many eligible 
Indian partners being enthusiastic about 
abdicating management responsibilities to 
foreign collaborators and, in this sense, 
the debate over percentages of foreign capi¬ 
tal participation seems to be somewhat 
unreal. Ultimately, foreign firms seeking to 
make investments in this country for the 
first time as well as the government of 
India will have to realise that, if things are 
to get started, it is Indian business which 
will have to make all the more important 
moves. It follows that the next phase of 
industrial growth in the organised sector 
will depend not so much on what the 
government of India is willing to do for 
the particular benefit of new foreign 
investors as on what it will do to improve 
the general climate for industrial ex¬ 
pansion in our country. 




aitetn 


^conomiit 30 Ijeat^ 

FEB. 11, 1948 



To the plethora of economic plans, official as 
well as non-official, there has been added one 
more. It is the report of the Economic Com¬ 
mittee of the All-India Congress Committee. 
But it is not a plan strictly so-called. It is only 
an 'outline*, though it may be rather sketchy even 
for an outline. It has not, for instance, considered 
the question of our existing tax structure which, 
in view of its urgent immediate importance, 
seems to suggest that the present economic crisis 
and its gravity have not received their due share 
of attention at the hands of the JE.P.C. This is, 
however, not the lacuna In the E.P.C. report; 
two more important issues, namely, the character 
of our foreign trade and the place of foreign 
capital in our national economy are also left to 


be examined by a Government Planning Com¬ 
mission to be appointed later on. The report is 
moreover not a finalised document since it has 
yet to be const.lered by the A.I.C.C. and this 
consideration hiis been postponed to some future 
meeting of that body. And only after that will 
come the stage of its consideration and examina¬ 
tion at Government level. But E.P.C. was 
presided over by the Prime Minister and, thus, 
its report has caused just that degree of doubt 
and apprehension in the business mind which wilt 
prejudice large-scale effort at greater produc¬ 
tion -the most important need of the hour. And 
the manner in which the money market has 
reacted to it would seem to indicate that capital 
flow may be seriously jeopardised. 
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Import-export rationalisation 


The committee of experts, headed by the 
Conunerce secretary, Dr P.C. Alexander, 
which recently submitted its report on 
the revamping of the import-export stra¬ 
tegy to the minister for Commerce, 
Mr Mohan Dharia, has done a good job. 
If implemented in right earnest along 
with the suggestions made by the Jha 
committee on indirect taxes, particularly 
those pertaining to customs duties, the 
recommendations contained in this report 
should go a long way in removing many 
cobwebs that have gathered during the 
era of controls. 

By itself, the committee’s recommenda¬ 
tion to redesignate the Chief Controller 
of Imports and Exports as the Director- 
General of Foreign Trade may not have 
any wide import. But if the reason for 
this redesignation, i.e. the import-export 
policy should play a developmental rather 
than regulatory role, is given elTect to in 
letter and spirit, it does make sense. The 
restrictive role of the import policy till 
lately was necessitated by the stringent 
foreign exchange position of the country. 

radical change 

This situation has changed radically dur¬ 
ing the last two years, thanks to a steady 
increase in the remittances by Indians 
abroad, the growth in export earnings and 
reduction in imports of such items as 
foodgrains, fertilisers and metals—both 
ferrous and non-ferrous. As a result, the 
import policy has already been liberalised 
significantly. Yet the foreign exchange 
position continues to be quite comfortable 
and can help in liberalising imports a 
great deal further. Making the redesigna¬ 
ted authority the nodal point for dealing 
with the promotional problems of expor¬ 
ters should be a step in the right direction. 

Most of the recommendations regard¬ 
ing import and export controls made by 
the Alexander committee take into con- 
' sideration this basic strategy of fostering 
development. These include (i) abolition 
of quota licences for established impor¬ 
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ters, (ii) rationalisation of cash assistance 
for exports, (iii) liberal import of techno¬ 
logy, (iv) special facilities for the small- 
scale sector; (v) decanalisation of some 
items and categorisation of imports of 
raw materials, spare parts and compo¬ 
nents for industrial purposes into two 
lists—those which are restricted and those 
which are banned, with the provision 
that items which do not figure in these 
two lists should be permitted to be im¬ 
ported freely; (vi) grant of REP licences 
for banned and canalised items linked to 
exports; and (vii) abolition of release 
orders for canalised items. The pro¬ 
motional aspects of the recommen¬ 
dations, accord with Plan priorities and 
the development needs of the economy. 
They also take into consideration the 
ben^ts- which can be derived by us from 
the process of expansion of world trade. 

wholMom* recommundatlon 

The recommendations of the committee 
in respect of incentives for export are 
quite wholesome. The committee has sug¬ 
gested that the criteria for cash assistance 
should be rationalised. This assistance 
should be based on three principles, 
namely, (i) compensation for indirect taxes 
in the production costs which are not 
refunded through the duty drawback 
system; (ii) compensation for freight diffe¬ 
rentials gnd differentials in other costs; 
and (iii) providing for the initial promo¬ 
tion expenditure for new products and 
developing new markets. These criteria, 
it has been recommended, should be 
brought into effect from 1979-80. 

For the year 1978-79, however, the 
continuance of the present system has 
been suggested, as framing of the new 
incentive scheme is a time-consuming 
process. With a view to reducing the 
multiplicity of export incentives and bring¬ 
ing down the work-load on disbursing 
agencies, it has been recommended that 
all products, for which the aggregate of 
duty drawback rate and cash assistance 
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is 2SJper cenfor less, should carry a com¬ 
bined rate 

Much mote important, however, is the 
recommendation of the committee that 
the import and export policies should not 
be tinkered with frequently and that they 
ought to be drawn up on a three-year 
basis and kept stable. The virtue of this 
suggestion is that it will help in dii^ive 
export planning and production. With 
the foreign exchange position continuing 
to be comfortable, this three-year frame¬ 
work for imports and exports can be 
experimented with conveniently. 

dacanalisatlon of Importa 

As regards the decanalisation of imports 
the committee could have gone further 
than it has. The items whose imports 
have been recommended to be decanalised 
are just a few. Even though there are 
certain benefits which accrue from canali¬ 
sation and bulking of orders, the prices 
charged by the canalising agencies for the 
imported materials, particularly from 
small manufacturers, very often do not 
have any relationship with the costs of 
imports. Instances are not wanting of 
complaints against pricing of canalised 
imports. The suggestion of the committee 
that a manufacturing concern should not 
be appointed the canalising agency for the 
items produced by it is to be warmly 
welcomed. So are the recommendations 
of the committee that canalising agencies 
should be exempted from licensing pro¬ 
cedures for import items and the abolition 
of the requirement of release orders to 
actual users for such items. The suggest¬ 
ed abolition of the present .system of 
granting quota licences to established im¬ 
porters, similarly, is welcome as it has 
tended to perpetuate the monopoly of a 
few in the trade. 

The importance of export houiies in 
providing a wide range of services to 
manufacturers, particularly in the small- 
scale sector, has been duly recognised by 
the committee. The additional import al¬ 
locations recommended for these houses, 
therefore, are proper. The expoiThouses, 
it has been suggested, should also be per¬ 
mitted to import all types of machinery 
and equipment under the general polfey 
for stock and sale purposes. The provi¬ 
sion of facilities available to export houses 
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to the consortia of smali*scale industries of small units. Fnoer imports for the 
should help in fostering the formation of benefit of the small-scale sector are also 
such consortia the need for which cannot called for, as this sector has been receiv- 
be minimised in view of the heightened ing imported materials only (o a limited 
emphasis being placed on the development extent. 


Power politics in West Bengal 


The prime minister. Mr Morarji Desai, 
and the Energy minister, Mr P. Rama^ 
chandran, recently expressed concern at 
the inefficient manner in which most slate 
electricity boards were functioning and 
offered some suggestions for improving 
their performance. But neither Mr Desai 
nor Mr Ramachandran referred to the 
tough problems caused by acute inter- 
union rivalry which has been seriously 
hampering the production and distribution 
of power in some states. In West Bengal, 
for instance, the United Left Front has 
been in office for about eight months but 
so far it has not been able to ensure that 
the power plants of the state electricity 
board operate with reasonable efficiency. 

an understatement 

To say there is indiscipline in these 
plants is an understatement. What has been 
prevailing there can be described only as 
anarchy. From time to time, reports have 
appeared in newspapers about the disrup¬ 
tion of power supply caused by “lube 
rupture'", “breakdown of generator”, 
“mechanical defect”, “ashing flame”, 
“cable faults”, “lire in the bunker”, and 
so on. But no one in authority seems to 
know how exactly these are caused and 
what effective steps arc to be taken to 
prevent Ihcir recurrence. Meanwhile, 
industrial relations in Santaldih and 
other power stations of the electricity 
board have worsened and Calcutta and 
other industrial areas continue to be in 
the grip of a severe power shortage even 
in the winter season. 

On January 7, (rouble started in 
Santaldih owing to the serving of a charge 
sheet on a charge-man for allegedly 
assaulting an assistant engineer. He was 
reported to have been dragged down from 
the second floor of the plant’s office, 


“beating him up all the way”. The 
workers complained that the engineer 
had given orders to charge the boiler 
without obtaining a clearance, which was 
said to be an unsafe procedure. The 
unions demanded the withdrawal of the 
charge sheet and resorted to various 
kinds of agitation. Over 600 workers went 
on casual leave for three days and they 
accused the engineers of callousness in 
maintenance and operation work. 

Mr Basu said that “the right to beat up 
anybody is not a trade union right and it 
cannot be conceded”. He expressed sur¬ 
prise at the fact that the engineer was 
beaten up three hours after the incident 
in which a person was alleged to have 
been injured. But the chief minister 
wondered why tlic injured man could not 
be traced! He explained that the charge- 
man had not been suspended but only 
asked to explain his conduct.- The chief 
minister asserted there was “no trade 
union demand at the moment” and he 
appealed to workers to report for duty. 
But there was no proper response. The 
efforts of Mr Prasanta Sur, minister for 
Municipal Services, to mediate in the dis¬ 
pute also failed and the agitation con¬ 
tinued. Workers would sign the atten¬ 
dance register and leave the plant. 

anti-social agitation 

Mr Basu described the agitation as “anti¬ 
social”. When he was asked by reporters 
whether it was politically motivated, he 
said he could not say anything about it. 
But the sad fact remains that throughout 
January power supply continued to be 
seriously disrupted, causing tremendous 
inconvenience and hardship to citizens and 
dislocating all kinds of economic activity. 

Some of the revelations made by the 
Statesnwn, in its issue of January 22, 
about ^ power plants at Santaldih are 


indeed shobkiog. The report referred to 
instances in which a worker earned Rs 
2,200 a month as overtime allowance in 
addition to salary. It said that about 250 
people carried away coal every day, each 
hauling a sack, weighing about a maund, 
and the stolen coal found its way into 
the market. There were losses of diesel 
pump-motor sets and drums of trans¬ 
former oil worth about Rs 4,00,000, Cable 
thefts were said to be frequent and store 
accounts were not properly maintained. 
How is Mr Basu going to deal with this 
situation? Mr Ghani Khan Chowdhury, 
former Power minister, has expressed his 
concern over the present situation. He has 
said that never before have there been such 
severe power cuts during winter and he has 
blamed Mr Basu for “mismanaging” 
the electricity board in his anxiety to 
strengthen the workers* unions controlled 
by the CPf(M). But the fact is that all 
political parties in West Bengal are keen 
to maintain their hold over their unions 
in the power plants; and they do not seem 
to mind if this rivalry results in damage 
to the plants and injury to the economy. 

objective selection 

The state power ministers* conference 
has recommended that the state govern¬ 
ments should set up a machinery for objec¬ 
tive selection of chairmen and members 
of the electricity boards and that they 
should also formulate a time-barred pro- 
gramme to improve generation from the 
installed capacity. But bow can these 
programmes be effectively implemented if 
the state governments are not able to 
evoke the wholehearted loyatty and co¬ 
operation of workers of the power plants. 
It is indeed unfortunate that in the dis¬ 
cussions on power situation at seminars 
and conferences, the labour problem is 
rarely mentioned. But it is unrealistic to 
expect any major improvement in the 
working of the power plants unless the 
central and the state governments pro¬ 
perly deal with the labour problem. 

As Mr N. Viswanath, managing direc- 
tor of the Calcutta Electric Supply Cor¬ 
poration, has explained in a brochure 
recently issued by him, “the labour pro¬ 
blem is a very real one and is there for 
the simple reason that state governments, 
specially in the eastern region^ have 
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alwiQTS tended to lode at indnstrial rda* 
tions in electricity supply undertakings, 
as indeed all puUic utilities, in the general 
context rattier than the specirl needs of 
sup]dy undertddngs. This has inevitably 
led to the prevailing situation of over* 
emjjdoynient, high wages and poor pro¬ 
ductivity in the electricity supply under¬ 
takings. While there can be no criticism 
of wage levels, having regard to the very 
nature of the business which demands of 
a high degree of skill and what has come 
to be termed as anti-social hours of work, 
it is extremely unfortunate that the 
capital intensive nature of the business 
and the importance of high levels of pro¬ 
ductivity have been overlooked. It has 
possibly been a case of complacency in a 
situation where a plentiful supply of cheap 
electric power was taken for granted. The 
rapiid escalation of gencrating-distribution 
plant costs over the past few years, aggra¬ 
vated by rapidly rising fuel costs, has now 


created tbh situation where no electricity 
suppdy undertaking, worth its name and 
having the interests of its consumers at 
heart, can afford the luxury of highly 
paid unproductive labour”. 

The central cabinet some time ago set 
up a sub-committee on power. This sub¬ 
committee should give some thought to 
the problem of industrial relations in 
pmwer plants and suggest how they should 
be improved. Mr George Fernandes, the 
minister for Industry, and a member of 
the cabinet sub-committee on Power, 
has said that anyone who disrupted 
. the supply of power is ‘'public enemy 
number one”. Mr Fernandes with his 
vast expierience in industrial relations 
should able to offer some constructive 
suggestion for improving the power situa¬ 
tion in the country especially in West 
Bengal where inter-union rivalry has been 
seriously disrupting the generation and 
distribution of power. 


Engineering exports 


The export thrust of the Indian engineer¬ 
ing industry in the past few years, neces¬ 
sitated initially by the recession in the 
domestic market but later on carried on 
with a view to helping the foreign ex¬ 
change earnings of the country, has yield¬ 
ed striking results. Between 1973-74 and 
1976-77, engineering goods exports regis¬ 
tered a marked increase—from Rs 193.47 
crorcs to as much as approximately 
Rs 552 crores. The 1976-77 figure c.vcccd- 
ed the target of Rs 550 crorcs by a couple 
of crores of rupees, even though this tar¬ 
get had been revised upwards by Rs 25 
crores in the middle of the year. The pro¬ 
gress during the current financial year is 
reported to be quite encouraging and 
Rs 625 crores target set for this year is 
expected to be accomplished. It is against 
this background that the second Indian 
Engineering Trade Fair has been orga¬ 
nised in New Delhi. 

Along with the rapid increase in the 
earnings from these exports very signi¬ 
ficantly, there has been a good deal of 
diversification in both their composition 
and direction. A noteworthy feature about 


their composition is that whereas all the 
major sub-groups have recorded a steady 
growth, the exports of capital goods and 
consumer durables have been growing at 
a much more rapid pace than those of 
primary steel and pig iron based items 
and non-ferrous products. Capital goods 
exports, which were of the order of just 
about Rs 64 crores in 1973-74, grew to 
slightly over Rs 17S crores by 1976-77. 
The increase in the exports of consumer 
durables during this period was from 
Rs 74.6 crores to approximately Rs 187 
crores. The exports of items based on 
primary steel and pig iron went up from 
Rs 45.7 crorcs to Rs 151.7 crores and 
tliose of non-ferrous products from app¬ 
roximately Rs 9 crorcs to Rs 35.53 
crorcs. At the above levels, exports of 
primary steel and pig iron based items 
exceeded the 1976-77 target of Rs 126.5 
crores, but those of other groups slightly 
fell short of the targets set for them— 
capital goods (Rs 210 crores); consumer 
durables (Rs 200 crores) and non-ferrous 
products (Rs 41 crores). The targets set 
for the current year are: capital goods— 
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Rs 210 crores; consumer durables—Rs 200 
crores; primary steel based items-—Rs 150 
crores and non-ferrous products—*Rs 45 
crores. 

marked improvement 

Among capital goods, exports have 
registered a marked improvement in the 
case of such items as textile, jute and 
sugar mill machinery; excavators, tractors 
and earth*moving equipment; heavy elec¬ 
tricals; steel structurals; wires and cables; 
wagons and coaches; complete vehicles 
and machine tools. Among consumer 
durables, rapid growth has been recorded 
in the case of exports of auto parts; 
bicycles and parts; hand, small and cutting 
tools; diesel engines, pumps and com¬ 
pressors; dry batteries; electric manufac¬ 
tures; scientific and surgical instruments; 
and sanitary castings. In the sub-group 
primary steel and pig iron based items, 
exports of such items ‘ds steel pipes and 
tubes, bright bars, ferrous hollowwares, 
mild steel wire products and industrial 
fasteners have gone up substantially and 
those of industrial fasteners, high carbon 
wire products, steel furniture, etc, have 
grown moderately. In the non-ferrous 
products group, rapid increase has been 
recorded in the exports of aluminium 
products. 

Destination-wise, the sharpest increase 
in exports has been to the Asian countries 
— from Rs 105.6 crores to Rs 316.4 
crores. Whereas exports to south-east 
Asia went up during the four years to 
1976-77 from Rs 57.9 crorcs to Rs 118.5 
crores, those to west Asia grew from a bare 
Rs 47.7 crorcs to as much as Rs 197.9 
crorcs. Exports to Africa during this 
period increased from Rs 27.1 crores to 
Rs 79.9 crores—from Rs 8.4 crores to 
Rs 19.4 crores in .the case of north 
Africa and from Rs 7.6 crores to 
Rs 24.7 crores in the case of west and 
central Africa. Exports to Europe increas¬ 
ed from Rs 43.4 crorcs to Rs 108.5 crorcs. 
Eastern Europe accounted for Rs 18 
crorcs exports in 1973-74 and Rs 37.8 
crores in 1976-77, while the EEC coun¬ 
tries accounted for exports worth Rs 19.9 
crores and Rs 57.4 crores and the other 
west European countries, including Yugos¬ 
lavia, for Rs5.6 crores and Rs 13.2 
crores, respectively. Exports to north 
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America went up from Rs 11.1 crores to 
Rs 28.7 crores, to central America 
from Rs 9.4 lakhs to Rs 41.1 lakhs, to 
South America from Rs 1.1 crores to 
Rs 3.5 crores and to the Caribbean Islands 
from Rs 18.8 lakhs to Rs 1.35 crores. The 
total exports to America, including the 
Carribean Islands, increasing from Rs 12.5 
crores to nearly Rs 34 crores. Australasia 
accounted for engineering goods exports 
worth Rs 3.6 crores in 1973-74 and 
approximately Rs 7 crores in 1976-77 and 
the Oceanic islands for Rs 1.3 crores and 
Rs 4.6 crores in the two years, respectively. 

Encouraged by the impressive growth 
in engineering goods exports in the recent 
years, the Association of Indian Engineer¬ 
ing Industry has set before itself the target 
of raising these exports to as much as 
Rs 1,000 crores by 1980. It feels confident 
that this level of exports can be attained, 
provided, of course, energetic efforts con¬ 
tinue to be made at export promotion, 
both by the industry and the government. 

•ngineering fair 

On its part, the AJEI is not only ex¬ 
ploring the foreign markets through 
sending specialised trade teams abroad 
but has also organised currently in New 
Delhi the second engineering fair to show 
to foreign customers the impressive strides 
India has taken in the engineering field 
and the competence developed in render¬ 
ing consultancy services to the developing 
nations. High-level delegations have been 
invited from several foreign countries to 
visit this fair—particularly from the West 
Asian countries such as Iraq, Saudi 
Arabia, Abu Dhabi, Oman, Iran and 
Qatar, which provide a vast scope for 
exports of our engineering goods because 
of their ambitious development pro¬ 
grammes and also high purchasing power. 
The first such seminar organised by the 
AIEI in February, 1975, yielded good 
results. Much more impressive results arc 
expected from the current fair as during 
the intervening period, the AIEI has 
followed up with sending out specialised 
trade delegations to several developing 
countries. 

The high-level trade delegations from 
west Asian countries to the current fair 
should acquire fair knowledge of cap¬ 
abilities of Indian engineering concerns in 


the export field. But equally significant is 
the step taken by the AIEI to invite 
prime contractors (j^am the developed 
countries. This has been done with a view 
to getting them interested in having 
Indians as sub-contractors for the turn¬ 
key pi ejects they have in west Asia. We 
too have taken some impressive strides in 
securing turn-key projects abroad, not 
excluding west Asia, but sizeable benefit 
can be derived by us from securing sub¬ 
contracts from the prime contractors of 
the developed countries as due to high 
labour costs, their equipment is some¬ 
times priced out. Due to the world reces¬ 
sion at home, some of the developed 
countries are heavily slashing the export 
prices of their equipment, but there obvi¬ 
ously is a limit to this practice. It is in 
this context that they can have useful 
ties with Indian concerns which can also 
provide skilled manpower for projects in 
third countries. 

In view of the comfortable foreign 
exchange position of our country at pre¬ 
sent, the government of India can also 
think of enlarging its financial assistance 
to some of the developing countries which 
need such aid. That will help in our 
going in for joint ventures in such coun¬ 
tries. In the case of west Asia also, the 
engineering industry can be made avail¬ 
able such assistance as can enable it to 
meet the cut-throat competition offered 
by the developed countries which some¬ 
times are successful, even though their 


tenders are higher, because of the long¬ 
term oiedits they can provide. The liber¬ 
alisation of free foreign exchange alloca¬ 
tion to our engineering concerns for sup¬ 
plementing their equipment supplies in 
the turn-key projects they are able to 
secure from the developing countties, 
particularly in west Asia, can also be 
very useful. India has a good image in 
many developing countries and most of 
the west Asian countries appear to be 
desirous of having collaboration from 
Indian concerns. This opportunity should 
be seized and whatever assistance is 
required by the Indian industry to grasp 
it should not be grudged. 

There is also need to step up our engi¬ 
neering goods export potential through 
expansion of our industry. The current 
recession in several lines of manufacture 
may not last long as the domestic eco- 
nomy picks up. That will help in greater 
utilisation of capacity. But, surely, bottle¬ 
necks can arise in the form of dwindled 
exportable surpluses. We have to guard 
against this. Action is imperatively requir¬ 
ed in the form of a detailed study to 
identify the industries in which, as a result 
of increasing domestic demand, there is 
likelihood of exportable surpluses getting 
reduced. It, of course, is encouraging to 
note that the foreign travel regulations 
have been liberalised a great deal in the 
recent months and the industry is able to 
follow up through visits abroad its thrust 
on the export front. 
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CAPITAL'S 

CORRIDORS 

C. Raghavan 

The Shah in New Delhi • A good visit^hut * 
Election husiness as usual * Freeman reactions 


Indo-Iranian cooperation in the econo¬ 
mic and other fields is to be strengthened 
and expanded. This is the major outcome 
of the three-day visit of the Shah of Iran 
to India and, his talks with Indian 
leaders. 

According to a joint communique issu¬ 
ed after the visit, Iran is to supply India 
with crude oil on credit and the rupee 
resources raised are to be utilised by India 
for approved projects*—alumina project 
to exploit east coast bauxite deposits, the 
second stage of the Rajasthan canal and 
a paper and pulp factory for Tripura. 

On the political front, the understand¬ 
ing and appreciation of each other’s view¬ 
points and positions, on vital issues, 
reached in earlier years under the Indira 
Gandhi government is to continue. The 
change of government and leadership in 
New Delhi will not have any cifect on 
these growing relationships and under¬ 
standings. 

regional cooperation 

The Shah, who visited Islamabad on 
his way back home, was expected to 
impress on his Pakistani hosts the need 
for regional cooperation with particular 
emphasis on the idea of an Asian com¬ 
mon market and an Asian highway, ideas 
and projects that would help the econo¬ 
mies of Iran, Afghanistan, Pakistan, India, 
Nepal and Bangladesh. 

The positive aspects of the visit of the 
Shah were marred in a minor way by the 
manner in which the Janata government 
handled the problem of protests by Iranian 
students against denial of human rights in 
Iran. 

The Janata party in its election mani¬ 


festo had pledged that **it will uphold 
Human Rights and denounce their viola¬ 
tion wherever and whenever this might 
occur”. There is little doubt that the Ira¬ 
nian regime with its secret police is an 
oppressive one insofar as human rights 
and democratic values are concerned. 
After the Janata came to power it realised 
undoubtedly that it was one thing for a 
party in opposition to make statements 
and another for a party in power, and 
even more for a government in its dealings 
with* other governments and in state 
relationships. Few would quarrel with 
this. 

student protest 

However on the occasion of the Shah's 
visit, Iranian students in Delhi (and in 
Aligarh and other universities) were order¬ 
ed to remain in their residences and not to 
move out. Undoubtedly, with the responsi¬ 
bility for the security of the Shah and his 
entourage, the government was justified in 
taking precautions. But the blanket ban 
on the Iranians roused protests including 
by fee pro-Janata, Tarukunde-Ied civil 
liberties organisation. If the authorities 
had perhaps allowed the Iranians to assem¬ 
ble in a designated spot and allowed them 
to shout slogans from behind barricades, 
to mark their protest, the whole thing 
might have passed off without a ripple or 
too much attention. However the protests 
were banned and protesting Iranian stu¬ 
dents and their Indian colleagues were 
handled in the usual hamhanded and 
strong-arm ways, attracting greater atten¬ 
tion to the protests and the issue of Human 
Rights in Iran. To top it all, 17 of the 
arrested Iranians reportedly are to be 


deported to Iran where they face perhaps 
the firing squad. 

This is already causing some resentment 
and tension even within the ruling party. 
Several leading members were taken aback 
and considerably upset when a section of 
the press quoted a government spokesman 
as saying that the Iranians ‘‘cannot do in 
India what they cannot do in their own 
country”. Government spokesmen, and 
particularly those in charge of law and 
order, should have carefully studied the 
latest pronouncement of the Supreme 
Court in Article 21 (to be read with Art. 14). 
While the rights under Article 19 might 
be available only to citizens, those under 
Articles 14 and 21 are available to all 
persons in the territory of India. Apart from 
these legal niceties, Janata partymen note 
that during the emergency, when Indians 
were denied all fundamental and human 
rights, several of the present Janata party- 
men had been abroad and had propagated 
and campaigned against the Emergency 
and appealed to the public of those coun¬ 
tries to pressure their own governments 
against the Indian government. 

lot to explain 

Resident Indians in those countries, 
including Indian students, some on Indian 
government scholarships, participated in 
these campaigns. In the case of one 
student, whose scholarship was cancelled 
and passport withdrawn and the student 
ordered back home, the host government 
(USA) and people came to his rescue. 
Keeping all this in mind, Janata men 
ask, how could the Janata government 
and its spokesman give such an expla¬ 
nation that Iranians in India could have 
no more rights than in their own 
country.” 

An interesting incident during the visit 
was that a cabinet minister, coming back 
from an official meeting with the Shah’s 
advisers and entourage, called his aides and 
gave one of them a pencil he got at the 
meeting. India, being the host, presumably 
had provided the pencils and paper for the 
meeting. The pencil was an ijmported one. 
Considering that India makes (and has 
been making for years) very good pencils, 
the minister wondered what kind of an 
advertisement for Indian products and 
Indian exports this ‘phoren* pencil and 
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the mentality behind providing it would 
convey to visitors. 

* * 

With the completion of the selection of 
party candidates and the beginning of 
the election campaign in the southern and 
eastern states, the focus of political acti¬ 
vity has shifted away from Delhi. In the 
south and in the east too, the way candi¬ 
dates have been selected and the manner 
in which ex-Congressmen have been 
accoiiunodated in the Janata has caused 
serious internal tensions. In Andhra, 
where the new entrant ex-Congressmen 
have been given the largest chunk of 
Janata tickets, the three-way fight amongst 
Janata, the Rcddi Congress and the Indira 
Congress, appears to the public to be a 
fight basically amongst Congressmen! In 
Karnataka, Mr Nijalingappa has already 
quit in protest against the way emergency 
Congressmen have been admitted and 
accommodated in the party. 

Janata justification 

Janata party general secretaries, Mr 
Madhu Limaye and Mr Rabi Ray have jus¬ 
tified “the open door policy” of the party 
on the ground that the Janata party had 
to become the focal point in the country, 
in order to maintain the country’s unity. 
No wonder, some Janata partymen from 
the north, who had gone to the southern 
states for the campaign, have come back 
with the impression that the emergency is 
no longer an issue in the elections, and 
that the Indira-led Congress may have a 
good chance. 

In other matters connected with elec¬ 
tions, Janata behaviour has been found to 
be not too different from that of the Con¬ 
gress when it was in power. Last year this 
time (in connection with the Lok Sabha 
poll) the Janata was decrying the use of 
lAF planes and helicopters by Mrs Indira 
Gandhi. After taking office, the Janata 
leaders had announced that they would 
not use official machinery or vehicles or 
transport in the elections. Now it would 
appear the prime minister, Mr Morarji 
Desai, the Home minister, Mr Charan 
Singh, and the Defence minister, Mr 
Jagjivan Ram (the three top guns of the 
Janata) would be travelling by lAF planes 
and helicopters for the elections. Party 
secretary, Mr Hegde, has said that the 


Janata would be paying for these facilities. 
But this was so even before. It is possible 
to argue that in the case of the prime 
minister at least use of regular air flights 
and road transport creates security pro¬ 
blems, causes hardships to fellow passen¬ 
gers and actually involves more money in 
security arrangements (along the road 
where his car passes by). But this cannot be 
said of others. Congress (I) leaders arc 
complaining too that no police bandobust 
or security arrangements arc being made 
for Mrs Gandhi, despite the vast crowds 
she is attracting. Janata leaders (and in 
the case of Andhra, the Vengal Rao 
government) might remember that when 
Gandhiji (Mohandas Karamchand) was 
fighting the British, and was considered by 
them to be their major enemy, the govern¬ 
ment still provided security and made 
police bandobust. This was not so much 
because the British wanted to facilitate 
Gandhiji’s public activities, but because 
they were aware that if anything went 
wrong the public would blame them. 

♦ * 

Industry minister, Mr George Fernandes, 
who presented an industrial policy state¬ 
ment to parliament only in December, is 
expected now to clarify it further in 
March. He is now expected to spell out 


whidi of sectors and areas of iathis^ 
in the country wjili not be open to multi¬ 
nationals. All others would then be open. 

Mr Orville Freeman, who led a group 
of US businessmen for talks in New Delhi, 
and who had talks with the prime minister 
and his colleagues, has made, this known 
both to Indian industrialists and some 
newsmen in New Delhi. Mr Desai himself 
rejected the plea of Mr Freeman that the 
government should make a statement 
about foreign investments, implying that 
they should be allowed without restric¬ 
tions and be free to compete in India. Mr 
Fernandes, from Hyderabad, has sought 
to explain some of this. There is specula¬ 
tion in Delhi however that in fact some of 
the core sector might be opened up for 
multinational investments. Till now the 
position was that multinational or foreign 
investment would be allowed only in those 
areas where there is need for foreign 
technology. The idea now would appear 
to be to issue a list of industries where no 
foreign collaboration, financial or techni¬ 
cal, is considered necessary since indigen¬ 
ous technology is fully developed. Some 
of the foreign investors however want 
foreign investments to be allowed in the 
highly profitable consumer goods indus¬ 
tries, where no foreign technology is 
needed. 
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Paper industry: growth squeezed out 

A correspondent 


The author says that paper mills at the moment are getting 
Rs 8S0 less per tonne in respect of 30 per cent of their production and 
are not In a position to offset the loss from the sale of the balance 
production. This has led to serious consequences on its 
grovsth prospects. 


The growth of any industry depends on the 
return on capital invested. In view of the 
favourable prices prevailing, the growth 
rate in the paper industry during the first and 
second five year Plans was commendable 
in that targets fixed by the Planning Com¬ 
mission both in respect of production and 
capacity were fully achieved. The growth 
seen in the paper industry in the earlier 
years come to a stagnation point during 
the third five-year Plan; reasons for the 
stagnation being the unremunerative 
prices. Except for those for which expan- 
sion or modernisation work started during 
the second Plan itself, no further or addi¬ 
tional capacity came into being due to 
unreasonable prices for the paper industry 
fixed by the Tariff Commission. 

V 

From 1960 to May 1968, paper prices 
were pegged to an unrealistic level with 
a negligible increase of Rs 60 per tonne in 
1962 in spite of the fact that the cost of 
almost all the inputs going into the pro¬ 
duction of paper registered substantial 
increase during this period. The inevit¬ 
able result of the price control was that 
the profitability in the paper industry was 
dwindling and was the lowest among profits 
in industries in general. This position 
made the investors shy in investing in such 
a capital intensive industry where the 
prospect of return on the investment was 
uncertain compared to prospects prevail¬ 
ing in other industries. The investors had 
virtually lost will to come forward to invest 
in the paper industry. When government 
was convinced of the unrealistic price 
realisation in the industry and to 
encourage investment in the paper industry 
the control on selling prices of paper was 
removed in May 1968. 

Paper making is a chemical process and 
it is essential for the mills to replace their 
old plant and machinery because the 
corrosion in this industry in much more 
frequent than in any other basic industry. 


To enable the industry to maintain its 
position without even considering the 
aspect of growth, it is essential for the 
industry to generate sufficient internal 
surplus for renewal and replacement and 
also for innovating changes in plant and 
machinery and methods of production to 
meet the changing needs of the market 
demands. A study of the consolidated 
profit and loss account and balance sheets 
in nine major paper companies with a 
total saleable production of 5,37,000 
tonnes, accounting for two-thirds of the 
industry’s production for the year ended 


POINT 

OF 

VIEW 


31st March 1975 reveals the position 
shown in the table on page 244. 

On the basis of the actual performance 
as obtained from various paper companies’ 
balance sheets, the available surplus with 
the industry, as can be seen from the 
following statement, was only Rs 52 per 
tonnn: 


Rs 

Gross Profit 

425 

Less: Interest 

85 


340 

Income Tax Liability @ 60% 

204 


136 

Dividend at 12% on paid up capital 

84 

Available surplus 

52 


On the assumption that one-third of the 
after-tax profit should be distributed as 
dividend as return to shareholders’ money, 
the amount to be kept with the company 
as retained profit is Rs 252. The dividend 
amount comes to Rs 84 and the retained 
earnings should be Rs 168 as against the 
actual available surplus of Rs 52 which 
indicates a shortfall of Rs 116 per tonne. 

social obligation 

. The paper industry with its social 
obligation has been restraining itself to 
keep the prices at a minimum level and 
from the above figures it can be seen 
that what they are retaining does not 
come anywhere near their require¬ 
ments. Today the paper industry faces a 
very major handicap to remain in its 
existing position. It has to invest far 
greater sums of money by way of renewals 
and replacements. These renewals and 
replacements are essential for old in¬ 
dustries, particularly the industry like 
paper the process of which is of corrosive 
nature. Today, the existing paper com¬ 
panies are finding it extremely difficult to 
Jay their hands on sums of money which 
would be necessary for them to remain in 
their existing position. 

It is now known that a new integrated 
pulp and paper mill of lOO-tonne per day 
capacity producing writing and printing 
paper would cost Rs 70 crores including 
all costs, on the basis of capital cost of 
Rs 20,000 per annual tonne, taking into 
consideration the possible escalation in 
costs in the coming years as it takes four 
to five years for a paper mill to commence 
production from the date of implementa¬ 
tion of the project. At the prevailing 
price, the total sales realisation of the 
mill could not exceed Rs 13 to 14 crores 
net. Realising this imbalance of capital 
investment and gross return on its product, 
the government has given considerable 
concessions to the new units which are 
exempted from supplying 30 per cent con¬ 
cessional paper at Rs 2750 pcr*tonne and 
excise duty concession of 15 per cent and 
also tax holiday and other concessions in 
the initial years. Bearing in mind that the 
paper industry is involved in corrosive 


eastern economist 


243 


FEBRUARY 10, 1978 



chemicalprocess, the existing units haveto 
spend large sums of money for their repla. 
cements and renewals. Also, to keep up 
with the changing pattern of the consu¬ 
mers’ demand, they have to modemis); 
their plants and machinery. All this requires 
large sums of money. It is true that 
these expenditures are not the same as for 
a new unit but it would be anywhere bet¬ 
ween Rs 12,000 and 15,000 per annual 
tonne. To cover the increased replace¬ 
ment costs and also additional expendi¬ 
ture to be incurred for modernisation, 
the concessions available to the new units 
should also be made available to the 
existing units in the industry once they 
have been able to establish such expendi¬ 
ture. 

In 1974, realising all this, some of the 
paper campanies which would have to 
spend for replacements, renewals and 
modernisation, hxed the prices for paper 
in a realistic manner and this was bringing 
the industry to a healthy position. They 


were iUe to plan large expenditures in 
respect «f renewals and replacements and 
mr^emisation which can be seen from 
an examination of the balance sheets 
of paper companies for the year 1974-75. 
At this point of take-off stage with paper 
prices kq>t firm, government promulgated 
the Paper (Control of Production) Order 
on August 1, 1974 thereby making it 
obligatory on the part of the paper mills 
with an installed capacity of 25 tonnes or 
more per day to produce 30 per cent of 
their total production in white printing 
paper (60 gsm) to be sold at Rs 2750 per 
tonne to the weaker sections of the 
society. The industry was however in a 
position to make good the losses incurred 
in the sale of 30 per cent of the produc¬ 
tion (on an average to the extent of 
Rs 600 to Rs 700 per tonne) from the sale 
proceeds of their balance production, 
since the prices for the same were accept¬ 
ed by the consumers and remained firm. 

But this situation was not allowed to 


Consolidated Balance Sheet, Profit and Loss Account of Nine Major Paper Companies 

(Rs in crores) 


(a) Summary Balance Sheets 

Paid up capital Gross Block 154.59 

Preference shares 6.74 Less Depren 86.99 


Equity shares 30.52 

37.26 

Net Block 

67.60 

Reserve & Surplus 

48.16 

Capital work in progress 

13.44 

Loan & Defd credits 

51.48 

Investments 

9 29 

Current liab & prov 

30.66 

Current assets and 




loans & advances 

77.26 


167.56 


167.56 

(b) Other basic financial data 


Rs 


Gross Block 


2,900 per tonne 


Net Block 


1,300 per tonne 


Gross profit 


18.24 crores 


Interest 


4.53 crores 


Profit plus interest 


22.81 crores 


Profit per tonne 


340.6 


Interest element per tonne 


84.4 


Profit plus interest per tonne 


425 


Paid up capital per tonne 


700 


Working capital on the basis of Tariff 



Commission formula (4 months 



cost of production 


667 per tonne 


Capital employed on the basis of 




Tariff Commission formula 


2,167 per tonne 


Actual return on capital under 




Tariff Commission formula 


20 per cent 





last loi\g as the government on Maidt 16, 
1976 introduced ad valrnmn system 
of excise duty in the paper industry there¬ 
by mopping up asubstantial portion of the 
price by way of higher excise duty, and 
with one stroke in 1976, the industry was 
brought back to pre-1974 level in respect 
of its net price realisation and at the 
same time made to suffer huge lose on 
its committed supply of 30 per cent of 
its production of concessional paper at 
Rs 2750 per tonne. Theposition as obtain¬ 
ing today is that while the market is still 
absorbing the same price, the realisation 
of the paper mills has fallen considerably. 
The excise duty element in respect of 
printing and writing papers which was 
Rs 150 per tonne before introduction of 
ad valorem system, has shot up to Rs 1000 
per tonne approximately. Thus the paper 
mills are getting Rs 850 (Rs 1000—Rsl50) 
less per tonne in respect of 70 per cent of 
their production and consequently they 
are no longer in a position to offset the 
losses resulting from the sale of white 
printing paper, from the sale of the 
balance production. 

serious consequences 

This situation has led to serious con¬ 
sequences in that it has adversely affected 
cash generation in the paper companies 
which arc facing great difficulty in 
mobilizing resources for the investment 
needed out of their own funds, as borrow¬ 
ed funds would also lead to higher cost 
of production and the price realisation at 
present does not make the borrowing 
justified in terms of pay backs. In ad¬ 
dition to the above, since 1974, the 
cost of almost all the inputs, over which 
the mills have no control, has gone up 
considerably resulting in an increase of 
approximately 38 per cent in the cost 
of production of paper during 1976-77 
compared to the cost of production dur¬ 
ing the year 1973-74. 

As has been explained, paper plants 
need considerable generation of funds 
for their replacement and modernisation 
just to remain in their existing position 
and maintain the current level of produc¬ 
tion. Most of the mills due to paucity 
of funds have held up their programmes 
of renewals and replacements of plants 
and machinery to stabilise production at 


BXSTERN ECONOMIST 


244 


FEBRUARY 10, 1978 



the Existing level. The average gross 
blod: of the industry is about Rs 3000 
per tonne while the replacement cost 
would be over Rs 12,000 per tonne. On 
the assumption that complete replacement 
in assets will be required over a period 
of 20 years, the average annual additional 


amtmftt to be provided'for as clement to 
cover the incieased cost of long term re* 
placement as notional depreciation is 
Rs 4S0 per tonne (Rs 12000—Rs 3000« 
Rs 90004*20). It is unfortunate that no 
mill in India, at the price prevailing to¬ 
day for the finished product, can gene¬ 


rate the above required fond based on 
the existing price of plant and machinery 
out of its net realisation and thus, as 
things stand at present, the trend is that 
the mills would become sick sooner or 
later unless the government takes a 
realistic attitude to solve their problems. 


Excess telephone bills must be fought 

M.R Pal 


A writ patition was filsd by a subscrIbM in tha Bombay High Court 
for having boon ovarchargod by tha talaphona dapartmant Tha 
aubatanca of tha writ la givan balow. It is intarasting to know that 
tha talaphona dapartmant immadlataly withdraw tha bill as it knaw 
it could not faca tha court. 


Telephone subscribers are surprised 
when they get fantastically high bills. 
They rush to the authorities. The res¬ 
ponse of the Telephone department is 
the same: First, an assurance that the 
meter will be checked. Second, a routine 
reply that it has been checked and found 
to be in order! 

Subscribers would do well to take the 
following precautions:— 

(1) Maintain detailed records of every 
call (with number) made. 

(2) Preserve all correspondence with 
the department. Maintain notes of oral 
communications, with name of the per¬ 
son concerned, time and date. Record 
everything. Do not leave anything to 
chance and do not allow “unfrozen" 
words to float away. 

(3) Have STD (Subscriber Trunk Dial¬ 
ling) of your phone immediately cut. 
This deprives the Telephone department 
of a plausible excuse that high bills are 
due to use of STD, 

(4) When you go out of city for a 
holiday or on work, locking your house, 
inform the Telephone department in 
writing and ask for meter reading. Get 
the meter reading again on return. 
Silent meters are noted by currupt staff 
and used to register calls made by others 
who are persuaded to pay them instead 
of the d^artmentl 

(5) Pay all telephone bills promptly. 

(6) When an excess bill is received, pay 


only average of previous four quarters, 
and make a written representation. The 
department cannot cut off your line, 
a threat which is made orally. It has 
to follow some procedures, including a 
written warning. 

7. IS the department is obstinate, go to 
a court law. It is an expensive way for 
some, but she surest way of bringing the 
Telephone department to its senses. 

1 have reproduced below the substance 
of a writ petition filed by one subscriber 
in Bombay. The department immediate¬ 
ly withdrew the excess bill because it 
could not face the court. 

Remember that the Telephone depart¬ 
ment is there to serve you, you do not 
exist to serve it. It has to operate with¬ 
in rules and regulations and cannot act 
arbitrarily. BoItVy fight your own bat¬ 
tles,/or nobody else will fight them for you\ 

Extracts from Misc. Petition No. 104 of 
1977 in the High Court of Judicature at 
Bombay in its civil and constitutional 
jurisdiction and ordinary original civil 
Jurisdiction: 

Respondents: 1 Union of India. 

2 General Manager, 
Bombay Telephones. 

1. Petitioner is an Indian citizen domi¬ 
ciled in Bombay. 

2. The Petitioner was served with a 
quarterly bill by the Respondents herein. 


dated 11-1-1977, with regard to the afore¬ 
said telephone number calling upon the 
Petitioner to pay a sum of Rs 4,077.55 ps 
on or before 26-1-1977, a copy of which is 
annexed hereto and marked as Exhibit 
“A”. The Petitioner craves le<ave to 
refer to and rely upon the original of 
the said bill as and when produced. The 
Petitioner says that he was served with 
the same on 14-1-1977. The Petitioner 
was shocked beyond description, when 
he ' saw that a colossal sum of 
Rs 4,077.55 ps. is being demanded from 
him by the Respondents. This added 
a further misery to the Petitioner who is 
already bedridden and undergoing treat¬ 
ment due to heart attack. The Peti¬ 
tioner says that for the last five years 
since the time his telephone was installed 
at his former residence at Matungo, 
the quarterly bill used to vary between 
Rs 100 and Rs 200 but invariably 
between Rs 120- to Rs 130 in recent 
times, which he craves leave to refer to 
and rely upon as and when produced. 
But in a most shocking manner by the 
aforesaid bill for the present quarter, 
the Respondents have demanded payment 
of Rs 4,077.55 ps. The Petitioner says 
that as soon as the aforesaid bill was re¬ 
ceived, he deputed his brother to meet the 
concerned authorities to explain to them 
to rectify this patent and obvious error. 
But in spite of meeting the concerned 
autorities twice, the Respondents herein 
refused to rectify the error and insisted 
upon full payments of the aforesaid 
amount ofRs 4,077.55 ps. The Respondents 
herein have threatened to disconnect the 
aforesaid telephone if the Petitioner fails 
to pay the aforesaid amount on or before 
the due date viz. 26-1-1977, without any 
further recourse to him. The Petitioner 
states that he has not made anySTD calls 
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during the period covered by the im- 
pugoed bill and he has made rally local 
calls as in the previous quarter. Thus he 
submits that the impugned bill is extft> 
mely exorbitant. 

3. The Petitioner submits that the 
aforesaid bill dated 11-1-1977 is an er¬ 
roneous one on the fiice of it and is liable 
to be quash^ and the threat of the Res¬ 
pondents to disconnect the Petitioner’s 
aforesaid telephone is bad and illegal on 
the following amongst other grounds, 
without prejudice to each other. 

(a) On the face of it the aforesaid bill 
demanding Rs 4,077.53 ps. is erroneous, 
because, all the earlier bills for the last 
live years, are only between Rs 100 to 
Rs200. 

(b) The aforesaid telephone is being 
used only as a residential telephone, 
inasmuch as the Petitioner has a separate 
telephone at his office in Fort, Bombay, 
for business purposes. 

(c) The Petitioner submits that the 
threat by the Respondents to disconnect 
the said telephone forthwith is bad and 
illegal as can be seen from the following 
rules framed by the centra] government 
as amended with effect from 1-4-1960, 
under the Indian Telegraph Act, 1885, 
known as Indian Telegraph Rules 1951. 

Indian Talegraph Rules 1951 

420. Default of subscriber due to in¬ 
solvency etc. when a subscriber is ad¬ 
judged an insolvent or makes or enters 
into any composition or arrangement 
with his creditors or suffers execution to 
be levied upon bis premises, or commits 
any breach of or fails to observe and 
comply with any of these rules, the 
Telegraph Authority may close the con-: 
nection by giving to the subscriber notice 
in writing for a period of seven days. 

421. Discomection of telephones'. 
Where the Divisional Engineer is satisfied 
for reasons to be recorded in writing 
that it is necessary to do so, he may, after 
giving the subscriber a notice in writing 
for a period which shall not, except in 
emergent cases be less than 7 days, dis¬ 
connect the telephone, and in such case, 
the subscriber shall be entitled to refund 


of the rent for the unexpired portion dt 
the period for which die connection or 
service was given. 

443. DtfaultpaynuHi ; If, on or before 
the due date, the rent or other charges 
in respect of the telephone service pro¬ 
vided are not paid by the subscriber in 
accordance with these rules or bills for 
charges in respect of calls (local and 
trunk) or phonogramfi or dues from the 
subscriber are not duly paid by him any 
telephone or telephones rented by him 
may be disconnected without notice. The 
telephone or telephones may, if the 
Telegraph Authority think fit, restored 
if the defaulting subscriber pays the 
rent and all the dues outstanding from 
him together with an installation fee 
within such period of time as may be 
prescribed by the Telegraph Authority 
from time to time. 

(d) The Petitioner submits that on the 
face of it Rules 420 and 421 guaran¬ 
tee principles of natural justice, namely 
“Audi' Alteran Partem” inasmuch as 
both the rules specifically set out that 
before disconnection of a triephone, the 
subscriber is entitled to notice in writing 
with 7 days’ notice. 

(e) Rule 421 also contemplates that 
reasons be recorded by the concerned 
authority before exercising the power of 
disconnection. 

(f) The Petitioner submit that Rule 
443 is bad and illegal and ultra vires of 
the parent Act, viz. Indian Telegraphs 
Act, 1885. 

(g) The Petitioner also submits that 
Rule 443 directly conflicts with Rules 
420 and 421, inasmuch as Rule 443 con¬ 
templates disconnection without notice. 

(h) The petitioner submits that in view 
of the direct conflicts between Rules 420 
and 421 on the one hand and Rule 443 
on the other, the Petitioner should be 
given the benefit of Roles 420 & 421. 
before any disconnection. 

(i) The Respondents have not acted in 
a just and fair manner as expected of 
public authorities like Respondents here¬ 
in. 

(j) The tfateat of Respondents would 
cause an iqjury of substantial natuie, 


which is in contravention of Indian Tele¬ 
graph Rules, 1951. 

(k) The threat of disconnection, irres¬ 
pective of rules also violate principles ot 
Natural Justice. 

4. For the grounds stated above, the 
Petitioner submits that this Honourable 
Court be pleased to strike down Rule 
443 of Indian Telegraph Rules 1951 as 
as ultra vires of the Indian Telegraph 
Act, 1885 and also the scheme of the 
Rules framed thereunder. 

5. The Petitioner prays to this 

Honourable Court to issue an appropriate 
writ, order or direction in the nature of 
writ of Certiorari under Article 226 of 
the Constitution of India, quashing Rule 
44 i of Indian Telegraph Rules 1951, 
framed under Telegraph Act, 1885. 

6. The Petitioner prays to this 

Honourable Court to issue an appro¬ 
priate writ, order or direction in the 
nature of writ of Certiorari under Article 
226 of the Constitution of India quashing 
the aforesaid bill which is annexed hereto 
and marked as Exhibit *‘A”. 

7. The Petitioner also prays that pen¬ 
ding the hearing and final disposal of 
this petition, the Respondents herein be 
restrained by an appropriate injunction 
restraining them from disconnecting the 
said telephone for non-payment of the 
aforesaid bill which is Exhibit **A” 
hereto, otherwise the damage caused can¬ 
not be adequately compensated in terms 
of money. 

8. The Petitioner submits that since the 
threat of disconnection is so imminent, 
he prays to this Honourable Court to 
issue an appropriate ad-interim injunc¬ 
tion restraining the Respondents from 
disconnecting the aforesaid telephone 
pending admission of this petition, other¬ 
wise the damage caused cannot be ade¬ 
quately compensated in money. 

9. The Petitioner submits that the 
injury threatened by the Respondents is 
of a substantial nature, especially when 
the Petitioner is just recovering after 
heart-attack and the services of the tele¬ 
phone are an absolute must, and also the 
injttiy threatened by the Respondents is 
of a substantial nature in contraveotioit 
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of Rules framed under Indian Telegraph 
Act, 1885. 

10. The Petitioner submits that there 
is no other alternative efficacious and 
speedy remedy provided under any law. 
The Petitioner has not filed any other 
petition pertaining to the present dis¬ 
pute, either in this Honourable Court or 
in any other court or the Supreme Court 
of India. There is no undue delay on 
the part of the Petitioner in approaching 
this Honourable Court. 

11. The Petitioner resides in Bombay 
and the Respondents have their offices 
in Bombay and the impugned bill was 
issued to the Petitioner by the Respon¬ 
dents at Bombay thus this Honourable 
Court has jurisdiction to entertain and 
try and dispose of this petition. 

The Petitioner, therefore, prays: 

(a) that this Honourable Court be 
pleased to issue an appropriate writ, 
order or direction in the nature of writ 
of Certiorari under Article 226 of the 
Constitution of India, quashing Rule 443 
of Indian Telegraph Rules 1951, framed 
under Indian Telegraph Act, 1885; 

(b) that this Honourable Court be 
pleased to issue on appropriate writ, 
order or direction in the nature of writ 
of Certiorari, under Article 226 of the 
Constitution of India, quashing the bill 
issued by the Respondents, which is 
annexed hereto as Exhibit “A”; 

(c) Pending the hearing and final dis¬ 
posal of the petition, this Honourable 
Court be pleased to issue an appropriate 
injunction restraining the Respondents 
from disconnecting the telephone for non¬ 
payment of the bill which is annexed 
hereto as Exhibit “A”; 

(d) Ad-interim injaction in terms of 
prayer (c) be granted; 

(e) Pending the admission of this 
Petition, ad-interim injunction in terms 
of prayer (c) above be granted; 

(f) for such other and appropriate 
reliefs as this Honourable Court may 
deem fit; 

(g) for costs. i 
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E. B. Brook 
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Geneva negotiations 


G*n§vi negoUations, if Uiey ara going to product any worthwhile resuKa, 
must bring fmth evidence that the big manufKturing states see the new 
entrants not as rivais but as partners. The author also warns against 
the talks getting bogged down exciusively on tariffs. 


Wnu KESUMFnoN in Geneva of the tariff 
cutting negotiations supervised by GATT, 
the world’s trading nations have before 
them many months of haggling, horse¬ 
trading, obstinacy and shifting of positions 
at the last moment that can safely be 
predicted to occupy them until the sum¬ 
mer holidays at least and probably well 
towards next Christmas. No one goes to 
them with unstinted optimism; equally, 
everyone is aware that thQ' must, short 
of a woHd crisis, produce many improve¬ 
ments in terms in contrast to present trad¬ 
ing patterns. Just as the Kennedy Round 
relaxed trading terms to make the flow of 
commerce and growth of industry easier, 


the old, big manufacturing and trading 
states see the new manufacturers and 
traders not as rivals, not as recipients of 
controlled opportunities for placing their 
manufactured exports, but as partners 
and, to some extent, as replacements of 
an Atlantic area form of manufacture 
which has lagged -behind technological 
advances and solidified within, its trading 
pattern to become an obsolescence among 
western manufacturers, having moved all 
too slowly from the steam and electrical 
power eras through oil-propulsion to the 
nuclear-powered, technologically directed 
era.*. 

The new round of the trading negotia¬ 


WINDOW 

ON 

THE WORLD 


SO this so-called Tokyo Round (for no 
better reason than that the first brief days 
of its discussions were held in the 
Japanese capital) must reveal a change in 
attitude by major trading nations to the 
bourgeoning production of industrially 
developing countries which can, for many 
reasons, produce more intensely, in grea¬ 
ter volume and far more cheaply than the 
traditional industrial countries of the 
Atlantic area. 

What is sought and is most essen¬ 
tial, is evidence not only of new 
terms and regulations but of a change 
of heart. Geneva, if it is to produce any¬ 
thing worth while from these long, intense, 
discussions, must bring forth evidence that 


tions must not get caught, as did the 
Kennedy Round in the 60s, almost exclu¬ 
sively on tariffs. The following has been 
set by the European Commission as the 
schedule of practical purposes to be 
achieved at Geneva : 

Modification of the existing Article 19 
of the GATT which allows countries to 
take general safeguard or quota measures 
by making it invocable against anyone 
countiy alone. 

A uniform method of custom valua¬ 
tion, on which many tariffs are based. 
There is wide difference between national 
customs in fixing the bases of charging 
even agreed similar customs charges, 


rendering many soehemes for parity in 
trading opportunities ineffective. 

The requirement that countervailing 
duties imposed in retaliation for export 
subsidies must be supported by evidence 
of damage to domestic industries. There 
is a possibilitiy that the USA may try to 
regulate the Common Market's farm ex¬ 
port subsidies which it finds so grievous. 

Liberalisation of government procure¬ 
ment policies to foreign bidders and a 
requirement that technical standards 
should not in themselves be a barrier to 
trade. 


protectionist preasures 

Among themselves the big Atlantic area 
traders and Japanhave many problems, not 
least the Common Market's current $5 
billion trade deficit with Japan. The almost 
universally growing protectionist pressures 
pose dangers that any further delay from 
the Geneva talks would only inflame and 
make critical, to the damage of the whole 
trading world. 

Already in what, in Britain, is known 
as the *rag trade' a severe cutback on 
imports comes into force this year. The 
quota for women's blouses, for instance, 
will cut their import from Taiwan by 
nearly 90 per cent to a mere 55,000 
pieces. Other areas similarly axed are 
trousers, T-shirts and knitwear. What 
will be the certain result ? Taiwan must 
seek strenuously for other markets to take 
up the slack or prepare to stand off part 
of its labour force. But will Taiwan's 
problems be Britain's gain ? Scarcely. 
The certain result will be that also cheap 
clothing will very soon be more expensive. 

The British manufacturers, who manu¬ 
facture more expensively, do not expect 
any remarkable increase in orders. Hefty 
price rises and shortages in the shops 
will be the certain result; any benefit to 
manufacturers and their labour force will 
be, at best, long term, with the possibility 
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of some cheaper provincial manufacturers 
picking up a larger order book. The 
British and other European industries 
have problems of over-capacity in man¬ 
made fibres; the fact that only one-tenth 
of Taiwanese supplies are arriving will 
affect the British workers only when they 
go to buy a cheap T-shirt when warmer 
weather persuades them to thinner cloth¬ 
ing. 

An exclusively European worry this 
year is what to do with the Common 
Market. The few years since the Six grew 
into- the Nine have convinced anyone 
who doubted that growth brings many 
problems. The British remain a very 
troublesome addition; the Six congra¬ 
tulate theselves that both I>enmark and 
Ireland are small in area and not remark¬ 
ably populous—^though the smaller of 
them, Ireland, has managed to raise some 
internationally embarrassing questions 
and has brought its enmity with the 
British very actively into the Market and 
its organs. But this year the Market has 
to get to grips with problems of enlarging 
from Nine to twelve and it is becoming 


increasing^ clear that the Market i$ Hi- 
prepared rar the strain. 

The Oretks have abeady complained 
about the Market's dilatoriness over their 
accession negotiations. For both Greece 
and Portugal the effect on their home 
politics of a long wait to get into the Mar¬ 
ket might be serious. Spain alone appears 
to be complacent about delay but that 
complacency may not last if fishing 
opportunities begin to disappear. 

But the Market has every interest in 
postponing enlargement for as long as it 
is politically feasible. The influx of over 
SO million people from the Mediterranean 
area into the Market will worsen at least 
three problems that trouble the Market ; 

The reluctance of member states to 
dilute significantly national control over 
major policy-making areas in Market’s 
collective interest: 

The gross imbalance between agricul¬ 
ture and industry in the Market's preocu- 
pations, a fact which allows some 74 per 
cent of the budget to be spent on farming; 

The gap between rich and poor in the 
Market, a gap which has grown sharply 
during the past 20 years. Farming re- 


preseatation^ direct and indirect is out of 
all prc^rtic^; die gap between earnkgs of 
wotkm in die rich aortheni countries 
and their fellows in the south, both in 
industry and agnculture is enormous. A 
north German worker earns six times as 
much as his fellow in soudiem Italy. 

There are also no unified monetaiy 
policies and the smaller natiims rely 
embarrassingly on the German mark. 

There is real danger that fbrther en¬ 
largement, for several years, would make 
the Market an unworkable entity. West 
Europe remains a field of tension between 
two world powers and neither super¬ 
power is a member of the Market. At a 
time when the Market heads towards its 
21st birthday it remains true, as Jean 
Monnet said, that ‘no one can predict the 
form that Eurpoe will take tomorrow... 
but if it enlarges too often and too quickly 
the Market will move farther from the 
reality, that the D-mark is the only really 
worth-while currency in Eurpoe, that 
Europe remains murderously physically 
divided and that the power of life and 
death lies not in Brussels but Washington 
and Moscow. 


Carter budgets for national 

needs in foreign affairs 


In his proposed budget for the fiscal year starting October 1,1978, 
president Carter lays emphasis on development aid to the world’s poorer 
nations and also strong support for the International financial Institutions. 
Following are the excerpts from the International section of his budget. 


To HELP achieve our national needs in 
foreign affairs, the federal government 
will spend an estimated $7.7 billion net 
in the 1979 fiscal year. 

Special emphasis is given in the budget 
to provide for: 

A sizeable increase in the budget autho¬ 
rity for development assistance, with 
particular emphasis on the world’s poorest 
nations. 

Strong US support for additional assis¬ 
tance programmes, especially the inter¬ 
national financial institutions. 

The establishment of the International 
Communication Agency, a part of presi¬ 
dent’s leoiganisation programme, to 
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improve our foreign information and 
exchange activities. 

The phaseout, beginning in 1979, of 
the deferral of tax on the profits of 
Domestic International Sales Corporations 
(DISCS). 

Funding to permit the United States to 
participate in a new supplementary financ¬ 
ing facility of the International Monetary 
Fund. 

Foreign economic and financial assis¬ 
tance . .. concessional development aid 
programmes will concentrate on the poor 
people of those countries with annual per 
capita income below S 550 measured in 
1976 dollars. Assistance will also be pro¬ 
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vided selectively to help poor people in 
countries above this income level. 

The mission of these programmes 
reflects the desire of the administration, 
shared by the Congress, that the poorest 
people benefit from efforts to promote 
economic growth. The administration 
also recognises that the vast majority of 
the world's poor, some 900million people, 
live in the low-per-capita-income count¬ 
ries. These nations are unable to devote 
substantial resources to improving the 
lives of the poor and, thus, must receive 
priority for US development fund. 

The administration is firmly committed 
to increasing economic aid levels substan¬ 
tially over the next five years and to 
improving aid effectiveness. Proposed 
budget authority for this mission will 
grow by 23 per cent in 1979. Proposed 
budget authority for the miyor develop* 
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iDmt|u'4 programmes (audtilateral deve* 
lopmimt aid, the Agency for Ihteraatioiial 
Devetopment (AID) and food assistance) 
will increase by 43 per cent, but wifi be 
partiaily offset by a proposed 16 per cent 
decline in security supporting assistance. 
Outlays for foreign economic and finan* 
cial assistance are estimated to rise from 
gS.3 biUion ip 1978 to 8S.4 billion in 1979. 

Multilateral Development Assistance 
programmes consist primarily of pay* 
ments to international financial institu¬ 
tions such as the World Bank group and 
the regional banks to increase the capital 
on which they base their lending, .multi¬ 
lateral assistance also includes voluntary 
contributions to the United Nations and 
other international organisations, primarily 
for technical assistance.... 

In the fiscal 1979, 83.5 billion in 
budget authority is proposed for the devc. 
lopment banks, 81.6 billion above the 
1978 level. Nearly one-fourth of the pro¬ 
posed 1979 total represents subscriptions 
that the United States pledged to provide 
in previous years but which have not yet 
been appropriated. 

The administration places a high prio¬ 
rity on supporting these international 
financial institutions.... 

voluntary contributions 

Budget authority of 8282million in 1979 
is proposed for voluntary contributions to 
19 international organisations and pro¬ 
grammes. These programmes provide 
developmental and humanitarian assis¬ 
tance to developing countries. The United 
States and various UN institutions are 
consulting on ways to improve these pro¬ 
grammes. A 8133 million contribution is 
proposed for the United Nations Develop¬ 
ment Programme, which is the primary 
multilateral source of technical assistance 
for developing countries. The request also 
includes significant increases in contribu¬ 
tions to the United Nations Children 
Fund, the United Natitms Relief and 
Works Agency for Palestine Refugees, and 
several small development-oriented pro- 
granunes. 

An increased contribution to the 
nudear safoguards programme of the 
International Atomic Energy Agency is 
requested in support of the president’s 


NatioMiI Need: Coudueting lalematloBal Relations 

(In millions of dollars) 


Major missions and programmes Recommended Outlays 

for 1979 budget —■ 

authority 1978 1979 

Estimate Estimate 


Foreign Economic and Finandai Anistance 


Multilateral Development Assistance: 


International Financial Institutions 

3,505 

838 

909 

International Orgam'sations 

282 

233 

270 

International Fund for Agricultural Development 

— 

10 

20 

Agency for International Development 

1,651 

1,160 

1,293 

Food for Peace 

806 

1,068 

1,069 

Security Supporting Assistance (Aid) 

1,854 

8,813 

1,666 

Other Foreign Economic and Financial 

Assistance 

237 

175 

180 

Subtotal: Foreign Economic and Financial 

Assistance 

8,335 

5,296 

5,407 

Milhqiry Assistance •' 

Grant Military Assistance 

134 

190 

200 

Foreign Military Training 

32 

29 

31 

Foreign Military Credit Sales 

672 

540 

530 

Offsetting Receipts and other 

—297 

—302 

—296 

Subtotal: Military Assistance 

541 

457 

465 

Offsetting Foreign Aid Receipts 

(-617) 

(-562) 

(-617) 

Total Foreign Aid 

(8.259) 

(5,191) 

(5,254) 

Conduct of Foreign Affairs : 

Administration of Foreign Affairs 

792 

674 

766 

International Organisations and Conferences - 

413 

409 

409 

Other 

35 

32 

35 

Subtotal : Conduct of Foreign Affairs 

1,240 

1,115 

1,211 

Foreign Information and Exchange Activities 

500 

443 

480 

Intnmational Financial Programmes: 

Export-Import Bank 

660 

196 

404 

Military Sales Trust Fund (Net) 

3,100 

—200 

300 

Other Offsetting Receipts 

-20 

—20 

—20 

Subtotal: International Financial Programmes 

3,740 

—24 

684 

Deductions for Offsetting Receipts 

-555 

-540 

‘—555 

Total International Aflahrs 

13,801 

6,747 

7,691 
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nucICBT non-proliferation objectives. An 
initial contribution to the United Nations 
University in Tokyo is also requested. 
Outlays for voluntary contributions to 
international organisations and pro¬ 
grammes are estimated to increase from 
S233 million in 1978 to 1270 million in 
1979. 

Aid programmes, which include 
the special Sahel Development Pro¬ 
gramme, reflect the administration’s 
strategy of helping developing nations 
meet the basic human needs of 
their poor... .AID projects.... directly 
address world problems of hunger and 
malnutrition, population pressure, disease 
and ignorance. Over 90 per cent of aid 
projects are concentrated in these areas. 
They also promote the administration’s 
human rights intialives. 

_Arrangements are being made. .to 

conduct an expanded basic human needs 
programme. Budget authority for the 
AID development assistance programme is 
SI.3 billion in 1978 and is proposed at 
S1.7billion in 1979.... 

The Food for Peace programme, .sup¬ 


ports US'^MCurity assistance objectives in 
the middie-east and constitutes the mi^or 
US progtamme for htunanitarian relief.. 
The food aid programmewill place greater 
emphasis in the fliture on developmental 
goals. The 1979 estimate of 11.1 billion 
in outlays would permit shipments of 
approxinutely 6.7 million tonnes of food, 
the same level as in 1978, and about two- 
thirds of the world-wide food aid target 
set by the United Nations for all donors. 
US capability to provide food aid where 
it is needed most will be substantially 
increased with the establishment of the 
proposed international emergency wheat 
reserve.. 

Security Supporting Assistance funds 
go to countries in the middle-east in 
support of United States eflbrts to 
promote peace in that area. Budget 
authority of $2.2 billion is proposed 
for 1978 and $1.9 billion for 1979. A 
$300 million balance of payments loan 
provided to Portugal in 1978 will not 
recur in 1979. 

Military Assistance programme is 
shifting emphasis from grant military 
assistance to sales credits as the improv¬ 


ing eoonofaup situation of tome recipient 
countirira enables them to assume a greater 
Shan of their defence burden. The pro¬ 
posed $134 million in grant military 
assistance does not indude fends for 
Oreece and Turkey. Upon flnal approval 
of the defence cooperation agreemmits 
with Oreece and Turkey, additional grant 
military assistance funds will be requested 
by the administration.. 

The Export-Import Bank provides direct 
loans, ni^ancing of export credits, and 
loan guarantees and insurance in order 
to facilitate the export of US goods and 
services. The Bank’s direct loans ate esti¬ 
mated to increase sharply by $2.2 billion 
between 1977 and 1978 and by another 
$800 million in 1979 because of: 

....A more active policy of meeting 
foreign official competitions; 

_Increased creditworthiness of im¬ 
portant developing countries; and 

....Some tightening of liquidity in the 
private sector. 

The Export-Import Bank’s guarantee 
and insurance authorisations are expected 
to increase by $1.8 million in 1978 and 
$1.7 billion in 1979. 
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Thp rnnesof Inina'of 

Pebnwy I carried a raouading Letter to 
the Editor bn <*11ie riglit to dissent”. 
Among the signatories were Mr V.M. 
Tarinmde, Mr B.O, Verghese, Mr Ramesh 
Thapar, Mr Nikhil Chakravarty and Mr 
C.O K. Reddy. This was a letter of pro¬ 
test against the order made by the govern¬ 
ment of India placing restrictions on 
movement of Iranian students residing in 
various parts of India during the period 
of the Shah’s visit. The signatories ex¬ 
pressed their solidarity with the people 
of Iran who are struggling for civil liber¬ 
ties and democratic rights. This is a 
sentiment which ought to be and is widely 
spread among the people of our country, 
especially because, as Mr Tarkunde and 
his co-signatories have put it, “we our¬ 
selves have struggled and won the right 
to dissent which was lost during the emer¬ 
gency”. 

However, on a number of points, “the 
Tarkunde Eleven” have allowed themselves 
to lose sight of reason or logic. In the first 
place, the Iranian students even as other 
foreigners residing in our country, are not 
on a par with the citizens of this country 
where freedom of political activities is 
concerned, so long as they have not opted 
for or acquired' Indian citizenship. 1 do 
not think that Mr Tarkunde’s legal train¬ 
ing will permit him to argue that a 
foreigner, who is not an Indian citizen, 
should have the freedom, for instance, to 
agitate or demonstrate against the govern¬ 
ment of this country or any of its policies 
or decisions simply on the ground that 
human rights inhere in any individual 
anywhere or under all circumstances just 
because he is a human being. By the very 
nature of the situation, a state does not 
have the same obligation towards those 
who are not its citizens as it has towards 
those who are its citizens. Article 14 or 21 
of the Constitution, in my view, cannot be 


stretched to cover this logical and reason¬ 
able gap. 

Foreigners are allowed to reside in a 
country only subject to various legal and 
administrative restrictions. This is the 
common practice everywhere. The Iranian 
students in India have come here for a 
specific purpose and they may reasonably 
expect the government of India to extend 
to them the facilities necessary for pursu¬ 
ing their studies which has been recog¬ 
nised by the government of India as the 
reason for their coming and living here. 
But they cannot surely plead “civil liber¬ 
ties” or “democratic rights” as grounds 
for carrying on political activities on our 
soil, particularly those which may not 
only be inconsistent with our government's 
foreign policy aims and objectives but 
which may also conceivably result in vio¬ 
lence against the person of a visiting head 
of government, whose security during his 
presence on our soil is a compelling res¬ 
ponsibility of our government. 

The "Tarkunde Eleven" 

themselves say that ‘^Iranian students 
mighc wish to demonstrate against the 
kind of repressive policies and atrocities 
in Iran which have been the subject of re¬ 
cent amnesty reports”. Neither Mr Tar¬ 
kunde nor any of the other ten, presum¬ 
ably, were in a position to guarantee that the 
demonslrition would be peaceful or that 
one or more of the demonstrators might 
not be committed to the principle or even 
practice of political terrorism with which 
the world has become only too familiar 
these days. As citizens of this country, 
the «*Tarkunde Eleven” did have afar 
more legitimate and credible political 
right than the Iranian students to demons¬ 
trate *against the Shah's visit by way of 
protesting against the government of India 
playing host to a head of state whose poli¬ 
tical philosophy or regime they do not 
approve of. They, however, did not do 


so. It is possible of course that, bad they 
done so or the government had thought 
that they might do so, some action would 
have b^n taken by the authorities res¬ 
ponsible for law and order as a precau¬ 
tion against possible breaches of .peace. 
The ‘Tarkunde Eleven” perhaps deserve 
to be complimented on not having created 
a situation which would have been embar- 
rassing not only to themselves but also to 
others. But they certainly do not deserve 
to be let ofiT lightly for the almost childish 
manner in which they have confused 
themselves and are trying to confuse 
others over the very important issues of 
“civil liberties” and “democratic rights”. 
Even as a back-lash against the emer¬ 
gency, this particular Tarkunde thesis on 
“the right to dissent” does not deserve 
even our tolerant sympathy. 

Roughly during the first 

six months of his ministsrship, Mr L.K. 
Advani largely succeeded in covering him¬ 
self with glory. He now seems to be 
gambling on glamour. He presumably 
wants to be known as the man who legi- 
timatised kissing on the Indian silver 
screen. However, only kissing, which is 
‘proper’, is to be permitted. For instance, 
one's tongue, I suppose, must be kept 
firmly in one’s own cheek. It should not 
be allowed to protrude or probe. “French 
kissing”, in other words, is, presumably, 
taboo. There may be also other national 
customs of kissing which may hav<! to be 
looked into very carefully before they can 
be stamped with the Advani seal of legi¬ 
timacy. 

Meanwhile, the stars should be hold¬ 
ing their breath, especially those stars 
who have bad breath. The late Vivian 
Leigh, reminiscing about bci torrid love 
scenes in “Gone With The Wind”, could 
only recall that the late Clark Gable had 
fobl breath. Mr M.G. Ramacbandran, 
the Tamil matmee idol turned Tamil 
Nadu chief minister, however, objects to 
kissing on the screen on other grounds. 
He argues that such public exhibitions of 
sexual intimacy are alien to the culture 
of the Tamils. Culture, however, could 
make cowards of us all. The Tamils. I 
suppose, should 
get moving with 
the times. 


MOVING 

FINGER 
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Readers’ Rkndtable 

Appointment of Cbiof Justice 


Sir—V,B/s Views about the 
appointment of the chief 
justice of the Supreme Court 
(Moving Finger—20-1 -1978), 
though serious and sincere, are 
totally prejudiced. 

The most obvious thing that 
seems to have been lost sight 
of is that the chief justice 
alone cannot undermine the 
basic tenets of the Constitu¬ 
tion, or, to be more relevant, 
individual freedom and demo¬ 
cracy. In deciding upon cons¬ 
titutional matters, the majority 
of the bench carries the judge¬ 
ment. At best a minority 
judge's opinion may be cited 
in subsequent cases. The recent 
example is the contempt case 
against the Times of India, 
where the opinion of the chief 
justice, being in the minority, 
did not prevail. 

Further, if the views of the 
individual to be appointed as 
the chief justice are to be 
subjected to the approval of 
the government, it will soon 
become necessary to apply the 
test to all the judges of the 
Supreme Court as well as the 
high courts. Then alone **the 
more essential condition of 
seniority” can safely become 
the only condition of promo- 
tion. 

Notwithstanding the excesses 
during the emergency and its 
alleged motive of dynastic 
dictatorship, historical ex¬ 
perience shows that prosperity 
and individual freedom go 
together. Obviously, the 
demand for liberty is more 
sincere and natural in advanc¬ 
ed countries than in the back¬ 
ward countries like India. If 
this is accepted, then the 
question we should try to 
answer clearly is this: What is 


more important^individual 
freedom or social interests? 
The reconciliation of these 
opposite considerations (at the 
lower stages of development) 
will have to be lilted heavily 
towards the social interests. 

But for the two factors of 
indiscriminate and senseless 
sterilization programme and 
the all-out brazen attempts to 
extol Sanjay Gandhi political¬ 
ly, the Congress party would 
have managed to come back 
to power, even if they had 
closed the courts, arrested all 
the noQ-sychophant leaders 
and muzzled the press com- 
pletely. The first factor brutal¬ 
ly rubbed common people’s 
sensitivities and the second 
factor tore the Congress parly 
asunder. 

The above degression is 
necessary as it is the specific 
background of the present 
debate on the appointment of 
the next chief justice of the 
Supreme Court. 

The 1950 constitution did 
not make India a socialist 
state. Nevertheless, that has 
been the national ideal and 
even the proverbially fickle 
public opinion (to which, 
according to you, every gov¬ 
ernment is accountable for each 
and every of its acts) has been 
steadfastly loyal. The mixed 
character of the political fabric 
of our society—individual 
liberty sanctified in thecons- 
titutiop and the sociallism 
embedded in the public 
opinion --is undisputed. Jn such 
an ethos, won't' you give a 
judge the freedom to decide 
the priority and interpret the 
constitution accordingly? 

The sort of inrespmisibility 
and indiscipline that ruled in 


and outside parliament after 
1973 might be held by 
some as shining examples of 
the citizens’ right to freedom 
of speech and action, but it 
was surely not in the public 
interest. Many of those who 
now talk of rule of law and 


Sir—I request the hospit- 
ality of your columns for bring¬ 
ing to the notice of the public 
the following letter which I 
wrote to the President, Indian 
Banks Association, Bombay, 
on January 19 in my capa¬ 
city as Hon. Secretary, All- 
India Bank Depositors’ Asso¬ 
ciation, Bombay Branch: 

*'We wish all success to the 
negotiations between the 
Indian Banks Association and 
two unions of bank employees, 
and look forward to an era of 
industrial harmony and pro¬ 
gress in the banking industry. 

So far as the banking public 
is concerned, its problems 
seem to have escaped the 
attention of bank manage¬ 
ments and employees alike 
except for use of a quotation 
by unions endorsing Mahatma 
Gandhi’s views on the cus¬ 
tomer, and some meetings 
arranged by a few banks with 
their customers. We hope that 
the following points will, 
therefore, be considered by all 
managements and unions alike 
in any settlement arrived at. 

(1) Counter service should 
improve. Customers are entitl* 
ed to courtesy and quick 
service. 

(2| Cheques should be clear¬ 
ed within 24 hours of presentar 


'liberty^ till yestjprday were 
busy with bandbs and ghei^ao^s 
and/or dilating on the need to 
Indianise all sections of society. 
Lastly, from the nationwide 
hunt for all those who helped 
subvert the rule of law, not 
only exemption but rewards 
were given to those who wash¬ 
ed their sins white in the holy 
waters of the Janata party. 

Yours etc, 

M.B. Natu 
Talegaon Dabhade 


tion in case of local cheques; 
within 24 hours plus reason¬ 
able time for transit (generally 
not more than 7 days in many 
cases) in case of upcountry 
cheques. Mail transfers and 
remittancesfromabroad should 
likewise be promptly credited. 

(3) Passbooks and bank 
statements should be legibly 
written, entries should be full, 
and given to customers on 
time. 

(4) Soiled notes from cus¬ 
tomers should be accepted as 
per Note (Refund) Rules of 
Reserve Bank of India. 

(5) Bank premises should be 
kept clean. Posters and slogans 
should not disfigure walls of 
banks, inside or outside. 

(6) Slogans shouting, abuses 
and other forms of disorderly 
behaviour within or at the 
entrance of bank premises 
creates a sense of disgust 
among members of the bank¬ 
ing public. Constitutional 
methods of representation, 
public meetings, press releases 
etc. should be used instead of 
such ugly display. 

(7) Whatever be the dispute 
between the management and 
staff, customers are noj.,party 
to it, and should not suffer. 
Customers by tbeir patronage 
provide bread and butter to 
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th 0 a^aod profits to maaasc- 
meat laconvenienoe to them 
U, ^eiofore, to be avoided. at 
any cost. 

(8) While democratic trade 
unicms aft part of a democratic 
society, and are essential for 
collective ^bargaining, the 
practice of “releasing" trade 
union leaders for union work 
is improper and illegal. This 
amounts to a subsidy by 
depositors and borrowers to 
these unions. Unions should 
take care of their full'time 
staff. Moreover, such practices 
are against the self-respect of 
bank employees. 

(9) Free use of bank facili¬ 
ties like telephone, telex, enter¬ 
tainment budget etc. for union 
activities are also improper 
and illegal. These exist for 
banking purposes not private 
use of unions or managements. 

(10) At present very little 
thought is given to improve¬ 
ment in customer service. Out¬ 
dated procedures are still in 
vogue. Intelligent employees 
are frustrated by the deaden¬ 
ing routine, and lack of scope 
for creative work. Manage¬ 
ments and employees should 
strive to change this. 

(11) Over Rs 12^ crores 
belonging mostly to widows, 
orphans and other small people 
are laying in “dead accounts" 
of banks. If employees and 
managements have welfare of 
public at heart, and believe in 
social justice, they should 
make an effort to trace the 
legal owners of these funds 
and restore it to them. 

Let it be noted by both 
managements and employees 
that they con no longer take 
the banking public for granted. 
If a spirit of service and dedi¬ 
cation does not permeate the 
banking industry, it will have 
no fiiture." 

' Yours etc. 

Bombay M.R. Pai 


Mfnistry of Industry 

(Dspif (moot of Industrial Dcrdopment) 

PUBLIC NOTICE 

The Office of the Economic Adviser to the Government of India, Ministry of Industry, New Delhi, has 
in the past, been collecting information about employcfient of non-Indians and Indians engaged in Industrial and 
commercial concerns (foreign as well as Indian) in respect of their employees drawing total monthly emoluments 
of Rs. 2001 and above as on January 1 of each year. Last date collection through 'Public Notice* was as on 
January, 1976. Hereinafter, collection of such data through 'Public Notice* will be in alternate years. 

All Industrial and commercial concerns, viz. Public/Private Limited Companies, co-operative societies 
and firms, as also any person or body of persons engaged in the manufacture, assembling, packing, preservation 
or processing of goods or in mining or in generation or distribution of electricity or any other form of power, 
or engag^ in trade or commerce, including banking, financial corporation, shipping and navigation, and road 
transport services brokers dealing in shares, stocks and securities and cominodities, advertising consultants and 
all other concerns working for profits, are hereby requested to furnish the required information as on Ist January 
1978. in the prescribed Forms (1,11 and III), given below to the Office of the Economic Adviser, Ministry of 
Industry, UdyogBhavan, New Delhi-110011, before 30th Mgrchii 1978. 

Industrial and commercial concerns registered abroad dr subsidiaries of foreign concerns, or otherwise 
managed/controllcd (by majority shareholding) by foreign concerns are requested to furnish details as per pro¬ 
forma Nos. I and 11. even if they are not employing any foreigner—regular or shon-term technician. Indian 
coucerns employing foreign national on regular or short-term basis need to furnish summary data in respect of 
Indians and non-Indians in Form I and information about foreign employees only in Form 11. Indian concerns 
not employing any foreigner (either as a regular employee or short-term technician) need not send any return, . 

Concerns having branches at dilTerent places in the country should furnish one consolidated return cover¬ 
ing all the branches. 

Industrial and commercial concerns are also remiested to furnish separately in Form III information 
regarding employment of foreign short-term technicians denned as those who are duly exempted from the payment 
of income tax on their remuneration by the Government of India. 

FORM-I 

1. Name and address of the firm: 

2. Nature of business done 

3. Total employment as on 1.1.78: 

4. Whether the firm is an Indian Company (i.e. having majority Indian participation in equity capital 
or a foreign company registered abroad or a subsidiary of a foreign concern or otherwise nmniiy ii / 

* controlled by foreign concern. (Please clearly mention the status. In case the firm is an Indian com¬ 
pany, pipase indicate the firm*s total equity capital and Indian share thereof.) 

5. Particulars of regular employees drawing total monthly emoluments of JU. 2,001/- and above.* 


Pay group (including allowances etc.) Persons in Managerial posts Persons in Technical posts 


Indians Non-Indians Indians Non-Indians 


(a) Rs. 2,001/- Rs. 3.000/- 

<b) Rs. 3,001/- Rs. 5.000/- 

(c) Rs. 5.001/- to Rs. 7,000/- 

(d) Above Rs. 7.000 

(e) Total of the above 


* The data should not include short-term technicians referred to in Form III. 

FORM II 

Particalars of employees (other than short-term Cedmlclaiis) shown in Form I as on 1.1.1978. 
Name of the firm 


Name of 

Nationality 

Designation 

Date of 

Field of 

Basic pay 

Scale of 

Total monthly 

employees 

(Country of 

or post 

appoint- 

speciaJisa- 

per men- 

pay if 

emoluments 

origin) 

held 

ment 

tion 

(Manage¬ 
rial® or 
Techni- 
cal)@@ 

sem 

any 

(i. e. basic 
pay, various 
allowances 
commission, 
bonus and 
perks etc) 


t » Including 
» Including 


Name of the Firm: 


posts of Accountants and Legal Adviser 
Engineering dc scientific posts. 

FORM m 

Particulars of foreign short-term technicians as on 1.1.1978 


Name of the Nationality Designation Field of Date of Total monthly 

Technicians (Country of of post held specialisation appointment emoluments 

origin) 


N<B. Foreign short-term technicians are technicians who are duly exempted from the payment of income 
tax on their remuneration by the Government of India under a spo^ permission. 
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AoplicailoM hBM tmn mad* iha Bo m bay and 
NyjaraoadSfDCfc t a cbangaa tm parmimlan ledaal In 
an# for an official ouotation for mo mdfiino Equity Sharaa 
and aiao Umao Kquiiy and Prateranco Sham* now baing 
itauad. 

MI 8 TOIIV ANO BUBMUEBB: 

tfia company waa incoipotatad on tOtfi Atmuaf. 1974 aa 
a Public Llnuiad Company. In tha Staia of Andhra 
-PradaoK, Tha Camhcaiafor Commancamam of Boai wb aa 
Waa obiainad on 2nd Oacor^ 197.4 

BBOMOnOM OP TNB COMPANY: 

Tho Company haa boon promotad in tha Mnt aador by 
Andhro Pradaah Indwamal Davalopmani Corporation, 
Umitad (APIOC) tOONllar with 8hr« T G Vaaantha Cvpl* 
for impiamanilna ha papar manutactimng proiaci. 

Shti T G. Vaaanlha Gupta coma* from •family of wan 
oatabKalMd buamaaaman Nia family manaoaa tha TQL 
Group of Irmuatrloa. At praaant. tha TGL Group manapaa 
a mimbar of firms which manufacture iiam* lika Vanaapait 
rafinad oil. conon taad oil. washina aoap, cattia and 
pMittry faada. Shri Vasaritha Gupta •* tha Chiaf. Policy 
Ptannin# for tho TGL Group Tha abova Group ts one of 
tha laroast cattfa faad awponars and ona of tha targoat 
adtbla oil imponars m South India Shn T G Vaaantha 
Gupta haa acqinrad wida butmass aaparianca in many 
fanciional areas auch aa purchaaaa. production, markabn#. 
finaneau aic. 

APIDCIs a limHad company wholfy'Ownad by tho 
Govornmani of Andhra Pr ad aah having iia flagiatarad 
Otfica at Mydarabad API DC haa baan aaiabliahad by tha 
Govammani of Andhra Pradaah to piomota tha tndusiilal 
davolopmant of tha State 

INDUSTRIAL UCENCE: 

API DC obtainad from tha Govarnmant of India an 
induairial liconca bMnrtg No C IL 343(76) datad 
llih Saptambar 1975 as amended by latter No 4(4)/74 
dotod 23id Saptombor. 1977. for tha aatablishmant of a 
naw undanakrng m tha name aruf stylo of M/a Sraa 
Rayalsaooma Papar Mills Lid . Adorn. Andhra Pradaah^ 
for Iha manufaciurs of 36.000 tonnes par aruium paper 
grade pulp and writing and pnniing papers. 

Tha Company haa made an applicauon vide laitar 
No K/78-1B392 dated 29th June. 1977. to the Central 
Govarnmant to incraaaa the licansad capacity from 3S.OOO 
lo 42.000 tonnes par annum. Tha nacasaary Gavammsm 
approval la awaitsd 

PROJECT: 

Tha Company is satttng up a profscl aa rafarrad to abova^ 
for tha manufacture of writing and pruiung papar using 
conventional raw maiarisls like bamboo and hardwood at 
Gonjhi.parts Village in Rurnool Oistncl. a nophad 
backward area, aligibla for Caniral Cash Subsidy. The 
Company proposes to msnufactura various gra d aa Of 
writing and printing papara lika maplitho. light-weight 
coated papar. craamwova. white printing q^c. 

RAW MATERIALS: 

Tbs Company propoaas to uaa bamboo and hard w OO d 
os law matorials fw ih# production of papar. It ia 
antimatad that the Company will roquiro about 49.380 
tonnes of bamboo par annum and 64,306 tonnes of 
hardwood par annum Tha Stale Govammani haa 
•armskad tha NJliamala Foraal Area of fCumool Olalrici 
for the hardwood and bamboo raquiramantoi^ tha 
Cemparfv Tha Company wHt roquiro varieuachamicals 
such •• aodium sulphaia caustic soda, llrna, chlorina, 
alum. roam, talcum, ate. which are svadabto mdlganouMy- 
Tha Company does not anviaaga any difficulty m 
obtaining the required raw matanals. 

MANAOEMCNT. 

Tba Company will be managed by a Board of DiraeiOfa 
comprising of raprasaniativas of APtOC TGL Group and 
other well-known ptofasaionaia. Tho day-to-day manage¬ 
ment of tha Company has baan aniruatari to tha 
Managing Director, who will function under tha 
supariniondanca. control and duaetton of tho Board 
of Oiractors of fha Comporty Tha Company haa appointed 
Shn T G Vaaamha Gupta aa iha Managino Ouaeior of 
Iha Company Shn T G Vaaantha Gupta has wide 
aapananca m the managamani of induairial antarpnaaa. 


•USINBBS PROSPECTS: 

Paf>ar la an itam of mass consumptrbn Tha damand for 
paper has been contmuouity incraaatng with tha 
developmani of tha economy. Populalion growth, aproa# 
of literacy, ineraaa* In national meoma aniansrva uaa in 
packaging iitduacry and divaraa industrial uaaa. ate. ara 
Uctors that contrtbuc* lo incrassa in demand tor popor. 


PRESENT STATUS OF PROJECT 
IMPLEMENTATION: 

Tho Compony has alrosdy tahon poaaasNon ol land and 
Biia davalopmani work lo comidaiad. Conauuedon pf 
factory btaldings has atsnoil Tho Cgntpany hao al iwd y 
piacad osdafs fw mq|or piani and oquipmam wNh 
mochinory auppiiefs ond aoma of tha machlnary has 
ar/ivod at tha site and la under oraetton. Fabrieatioq Of 
aariain oqurpmanta haa aiartad at tha ana The Company 
baa alraady completed conapuction of aiorea, worftahopL 
offiea buildmga, and dwelling quacfau^ an^aff 
The Company aspacta lo cPmmMpioa Iho ptaipoy 
Novarubar/Oacambar 1970 Bairibg unforasaon circufll- 
siancaa the Company aapacis la go m tor commatami 
prnduciion Ly January. 1979 

COST or THE PROJBCT- 

Tha total coal of Iha Prqiaai rs agiimHad N Ra 4100taHN 


BOURCEB OF FINANCE: 

tba Company p r op o aa* to Unincm fha abova Cdol Pl 


C. Out of tha Praaanl laaua 


Equity and Prafaianca Shat* Capital 
Tann Loans/dabamuraa 
fincluding Contral G o varnma n t Cash 
of Re. IBLakha) 

Intaraaf haa loan from Gotfammani of 


4.100 


PBOFITABILITV ANO 0IVI0ENO8: 

Boaad on tho aaaa>amant of future weriung, tha OIrMora 
of tha Coniggny are of tha view ihai.bamng unforsoon 
cireumstanciA iha Company will ba aMa to hova 
auftieiani aaniinga afiar providing for dapraasDon ate., 
lo pay dividend within a raaaonabia penod bom tha 
commancamam of commercial production 

BOARD OF DIRECTORS: 

Name, address b Psnicutan of other 

Directorships 
Chairman 

Solid State Oavicaa 
of India Ltd. 

Hyderabad Connartronica 
Ltd 

Managing Qirertor. 
Andhra Predesli Induswiaf 
Oavaloprnant Corporation 


OR. RAM K VCPA. IAS 
CS/o. Dr. Vopa V. 
Narasimhan) 

Panahrama Shavansm 
Fatah Maidan Road 
Hyderabad 600029. 
Chaimian 


SHRI P.S. RAO. ITS Director- 

CS/e. Sn P V Chalpaihy Rao) Andhra Pradesh Porast 
IO-S-30/1. Muiab Tank Road Davolopmant Corporation 
Hydeaabsd SCO 038. Traval and Tourtam 

SOfVico. CUrporation. 

SRIG KUMARASWAMY Oiraclor- 

REDOV. IAS Ooiaroania India Ltd 

1 ^ 0 . Lata Sn 0. Rami Reddy) 

TaflMbar of Co-oparaiiva 


Oir actor: 

Vainiitnad Laathars Ltd. 


6 RI RAOHAKRISHNA 
LAXMAN PRABHU 
^fVP^R Laaman Matappa 


SUIadBvl Tampi* Road.Mahim 
Bombay 400WS. 

Barwfoa. 


Madhya Pradaah 
Vikas Nigam Lid. 


iSii 


TOKARSHI LALJI 


18 / 0 . Laqi Kapadia) 
4-8-336; Sank Straat 
HydarabsdSOOOOI. 
InduatnaiisL 

BRI VITTA BHIMAIAH 
SEITV. BA 
fS/CL Vftta Oodda 
Hanumanihappa ) 
Bangalora Road BaHary 
Indusiriatiai. 


SRI MATAM P MURTI, M.Sc.. M S 
TS/o. Lata Mstam Narayanachar) 


Ofracior and Prasidam* 
Hydarabad Oil R S aada 
Ejtchanga Ltd. 

Andhra Pradaah Oil Mitia 
AsBociation Ltd. 


Managing Oiractor: 
Ballafv Spini'ing R 
Weaving Ca. Ltd. Ballary. 


B-3.11SS-B/A L-, 
Mydarabad BOO 011 
Mahagamant Consultant 
DR. A. BE9ANT C RAJ 

TS/o. Animai Samimf) 


•-3-BS4. Anand Nagar 
Mydarabad 60000^ 


Director- 

Indo-Nippon Pracwon 
Baaringa Ltd. 
Gangappa Cablaa Ltd. 
Coaatal Papers Ltd. 
Director of 8 lud>as 
Adminiairaiiva Staff 
CoUaga of JndiA 


CW t.g. vasantma oupta 

a.Sc, B.Com. 

4 8 / 0 . T.G. Krishna Murthy) Malcham Industnaa 
- Biniding (Myaoraj Ltd 

Andhra Chamber of 


B T.G L. Road 
Adoni 61S301 
Managing Director 


<Ra. m lakba) 
1.006 


2MG 

100 


7.BO.OOO Equiiy ShoMl of Rb 10/* aacfi 
have OMrt bubacHbad bypnif 
altoiiad to Andhra Pradatfi 
Induatrial Oavalcnn^l Corpora¬ 
tion Ltd. (APiOC>‘mi cash at 
par which have boon fully 
paid-up. 

7.BO.OOO EquHv Shares of Rs 10/-*ogeb 
have baan suhscribod by and 
allotted to Shri T G VasanUlP 
Guota. his brands and aasoclatab 
aa fully paid-up for cosh at par 


*16.37.600 


Equity Shares of R* 10/-_ 

hsva boon «uba<.(iDed by and 


aliottad loAPlOC. for cash at 
par on which Ra. par abaro 
have baan panJ-up .. 

*15,37,600 Equity Shares of R*l each 
have bean subaertbad end 
snorted to Shn T G Vasaniha 
Gupta, his hlonUs and aseociaies 
for casii at pel on wh.ch R* 6 .-'- 
pei share have been pa:d>tp 


TS.OO.OOB 


7S.00.000 


T<Sa7.600 


76.67,500 


45 7b.0a0 


NOTE. 

*The Corrip.'nv lias raceived nco i.jf.jndahl j inieraM-bao 
daposiis oi R« 76,87 SCO froin.St'ri T C. Veranlha Gupta 
and associates and R* 7C,B7.50(i bom APiDC as balance 
amount of can money payatiia by them r»npectivaly 
towards the above stiarSK wi'utred to them 

D. Rasarvad foi firm siioimc.ii 

91.600 Equity Shares of Hs 10. - each 
reserved for hrrn ailuimeni to 
APIOC In' cobh p^r aua r-s. 
non-rafundjbla inrercst-frei' 
dapasit of Rs St S.OOO at tt'o 
rata of Ra 10/ uar sh-tra 
dapoaitad by APlOC with tfia 
Company ... 9,1 5,000 


E. Now offarad for owblic aubsenption In 
tanna of thia Prospectus for cash at par 
44,83.600 Equity Sheraopf Rt. 10/- each 
80,000 11k Cumvianvo Radeamablv 
Pratarawa a Sharaa «f Ra. 100/* 
oacb (ffpa of Comparty’s las 
but aobfoei to deduction of tan 
at soiirca at tha praacribad rata). 


TERMS OP PAYMENT 
Ttia following omounta wil 
and on allotmani. 


1 bo payablo oii appileatton 


On Applicatlort 
On Ailatmant 


Equity Shares 
{Par Shara) 
Ra. 

2 50 
2 60 


{Par Share) 

Re. 

2S00 


_... , Equity Shara 

par Radaamabla Cumulative Prefaranca Sharaa arill ba 
payabfa m two equal caHa of Rs 2 60 and 2S.OO afdh 
r a apactivaiy at auch tima as may ba datsrmkiad by tha 
Board of Ouoeton. providod that there than ba an 
imaivsl of at least one month batwoon atloimant and 
tha first call and baiwaan the two eolla 

LEGAL ADVISER 

SHRI N NAGCNDRANATH RED^ B.Sc B.L. 


•MARE CAPITAL 

A Awthonsod Ra. 

1.36.00.000 Equhy Shamaef Ra. 10 /**ach 13.60.00.000 
1JM.OOO Praforanao Sharaa of 

Ra. 100/- aoah I.SOiO O.000 

16.00.00.000 

ub 

B1Jb0.000 EquMyShNoaot fla.ld/*aach B.1S.00W 
'BB.OOO 11% RadaaniaM* Cadhi N R e a 
Fkafatanca Shaiaa of 

Ra T00/-gaeh 90.00,000 


N R POIA Kurnool S18004. Andhra Wadoah 
AUDITORS 

M/a BRAHAMYYA E» CO. 

Chanorad Accauntanta. 

8 .K.O. Ceiany. Adom B1S301. Andhra PkaOMh. 
UNDERWRITERS 

Out of tha public isaua el 44.63.800 Equity ShaaSa el 
Pt 10/- each and 90.00011% Pryfareneo Sharaa of 
Rn. too/- each. 30.00.000 Equity Sharaa Of Ra. 10/* 
each and 90.000 Prefaranca Shares of Ra. 100/* each 
have Loan undarwrhian aa uqdar* 


Mama and Add>-aaa of the 




[Ro.hiiaca) 


Indusirlat Dovalegmaiil Bank of Indio (IDBl) 

k PaidiSRw SggA Now DalM 1 lOi^ 


ie 

The li 


The InduoPtal C 

ComaSiSit^ indMi Ltd. (ICICI). 


•lua. 
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SREE RAt(ALASEEMA 
mPER MILLS LIMITED 

(Inopi^oratad on 20ih August 1974, undsr tbs csmgsniss Ast 18B8) 

Ra 0 itterad Offlcs: T.Q.L. Buiidins. TQL Road, ADONI518301, Andhra Pradash. 
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i- 

/27. Asaf M nisi 


Fain Cm No. 12. 


j'J^ndicAt# 9»nk (VS). 

I¥<«acl OWcu. Mnnipal 

f a Bank jCB), 

OHica, Canara Oir-k Bit'll, 

a/ar hamarahandra Head. 

la •34q, Bang'tlora 590002 B.OO 

of Bjroda (BOB). 

cr>8Ad Hiraebano Marg. 

J Piar. BamMv40000l. 6 00 

oi India fOOl). Haad Offica, 

la roarars, Nanitian Point, 

ay 4C0C21 8.00 

i Commarftial Bank (UCBI. 

log No 247. MahboobQUnJ. 

abad &00012 (A.P.) 9JOO 

Bank fOB) Haad Offica. 

nan Circle, Po«i Box No. 41. 

BMbay 400001 1.&0 

T. it Vyaya Bank Ltd.. Alut Vankatarao Road, 

8 ^gaioie 560019 200 

LiiUia ft Jonas, Bank ol Baroda Building, 

B ^bay lamachar Marg. 

Biftfibay 400023. 6B0 

Bhimii & Co . 

2^ {Stork Cxchanaa Central BiiHding. 


L< Wia ir Jonas, I 
B ^bay lamach 
B< pnbay 400023 
Bhimii & Ca 
2^ {Stork txchan 
D.lal Street, Bon 

In pa opinion of 
lift lormniarB arp i 
an lorwriiino obfli 


-2^ {Stork Exchanaa Central BiiHding. 

D.lal Street, Bombay 400023 


n of the DiiactorL tho raaowrcaa ol the 
are aufliciant to disebaqia lhav taapactlvo 
obfigations. 


1*1 promotsrs of the Company vio. APIOC and Shii T.O. 
ft) mtha Gupta, hia fnaoda. raiainraa. and assectataa, 
ts i daa havHig subscribed to the equity share capital to 
h I ixtant of Ra 457 M-laca and AnoC agrsainji to 
HI: cube to further aharoa amountino to Ra BIB laca , 
ir I I Bfon an undartakinQ ip lOBI. lOCI. IFCI. LIC and 
) thai. In the event of any portion of the public iwuo 
t< Ruity aharae el Ra. 448 35 laca not being fully 
1 1 icnbetf for by the public, tho promeia»s uriH taka up 
t I ahartfall*in the pu^ aubaenpbon not axcaadirw 
t« 148 38 laca to fnaka up than convibuHon of Ra 616 
ti to the prolaci cost bolora callino upon tno uiKlor' 

M ars to make Bood their faapocbva oMiaations For this 
t Jpeaa. the pr o motata have loR an uncovered pap of 
f 14B.36 lacs in the undarwriting arranpamants for the 
mio laaiM of equity shares for Rs. 448 38 laca They 
lUl nofba paid any undanvnting co m mi—on for ufida>> 
^ng to laM bp the aharaa laN uncovered. 

[ BROKCRB TO THg IBBUi 

Mfitodabod 

hiAMPAKlAL BHAILAL CHQKSHl 

Ranak Chowk. New Share Baser, Ahmadabao 3b0001 

loCMlNARAVAN N. GUPfA B#0. 

Inai^ kalvarti) BuUdiog. Ohanasuiar’a PpIa 
lilMiRoatf. AhmadaMBBOm. 

K^OAR B CO. 

^ Znd Main Rood. Saahadrtpuram, Bangaloiti SBC 020. 


I^jd 2nd Main Rood. Saahadrtpuram, Bi 
ri&M^AFBAIAH JANaiRDAR 
I U7y»aliv Road. Bangdora 880042. 


fJAi 6 CO. 

I Uavanth Mlain Road. MaNaaMraram. BanaHora 800C01. 

Iatyaprakabn B CO. 

Mian Bartk ftiiiding. Kampagewda Road. 


B rAlA fr KARANI __ 

^ank BuUdlrp. OalalSirsat. Bombay 400023 
iNORA CHAMPAKLAL OCVSOAS 
OiambatA C aro w o f iM Boulavatd. Hartman Pokti. 
y 400021. 
llltALMANftlUU. 

narmd LanA 11 MoSNO M ana l Bi w B e m hay OMMB 
MEHTA . 

37. B h wpan (^itamhatA Oaiai BiraiL BpmhayOOOWlL'H 
OALAL fr BBOACHA ' ' 

P.BJF WIBHOOOAB B OO. 

f”* >BIIBI<IB, B BR l BiP BB H MdtH ilBB. 


JAMNAOAB MORARJEE B CO. 

BA. Hamam Bvaai, Bombaf400023. 

JA8VANTLAL CHHAGANLAL 

Bhupan Chambars, S/IO. Dalai StiaaL Bombay 400023. 

JA8VANTLAL CHHAGANLAL 

Bhupan Chambers, 

9/1 d. Dalai Straat, Bombay 400023. 

JA8VANTLAL CKHOTALAL B CO. 

Bhupan Chambers, OslOl Strsst Bombay 400031. 

LEWIS B JONES 

Bank of Baroda Building, Bombay S ama ch ar Man, 
Bombay 400023. 

MERWANJEE 80MANJCE OALAL 
Aifahabad Bank Building. Bombay Samachar Man, 
Bembey 4d0023. ^ 

PORECI1A BROTHERS 

19, Slock Exchange New Ouildrng. Bombay ffimatfigi 
Marg, Boml^y 400023 ^ 

FHABNUDAS LILLAOHCR 
54. Hatnam Street, Bombay 400023. 

VALJt BHIMJI b CO 

24 Stock Exchange CsntrsI Buildifig. Dalai BvaoL 

Bombay 400023 

Calcutta 

M M MURARKA B CO 
7. Lyon; f!,inga, Calcutta 700001. 

PLACE SiOnONS b GOUGH FVT. LTD. 

B.LyonS Range. Calcutra 700001 
STEWART ft CO 

14 in*t>a Exc:<dJ>ga Plrt'.e, Calcutta 700001. 

Nauv Delhi 
BCHARI LAL B CO 

Stock Exchange Building, Aaal Ali Read, 

New Delhi 110002 
BHARAT BHUSHAN B CO 
E<45. Connaught Place, New Delhi 110001. 
BHUPENOHA B CO « 

49. Stock ErcharMe Building. Aaaf AH Road. 

New Delhi 110002 
H P MEHTA B CO 

304, Surya Khan. 3rd Ftoor, Kaaurba Gandhi Marg, 

New Delhi 110C01 
JALAN 6 CO. 

Slock Exchange Building, Aaaf Ali Road. 

New Delhi 1)0002. 

JC MEHTA B CO. 

4B. Slock Ewchanga Building. Aaaf All Road, 

New Delhi 110002 
SURINOER RODE B CO. 

3 Stock Exchange Building. Aaaf Ali Road. 

New Delhi 110002 

VINOD KUMAR B CO 

A-e. Connaught Place. New Oeltil 110001. 

V.N BHASINBCO 

35. Neiaji Subhn Marg. New Delhi 110002. 

Hyderabad 

LAXMINARAVAN RATHI 

4.6'173 Hashmat Qun|. Sultan Baaar. Hy d ambad 800001 
P B. AFZULPURKAR . 

4.6-195. Sultan Ba«ar. Hydarabad 600001. 

Indore 

PUSNKARLAL GHUOAWALA 
44. Bada Sarafa. htdOra 452002 


MACONOCHIC B CO. ^ 

Marcantila Bank Building, Madrn ObOOOl 
SOMAYAJULU B CO 

Andhra Inauranca Bunding, 337 Thambu ChoRy Strsot 
Madras 600001 
R M. RAMANATHAN 

106. Armsnlsn Strsst First Floor. Madras 600001 
IB8UE HOUSE 

N.O. MANAGEMENT SERVICES PVT, LTD. 

81#. Sir Vlihaldas Chambars, 18 Bombay H ama t ha r Marg. 
Bombay 400023. 

•ANKERS TO THE ISSUE: 

•ANK OP INDIA 

70-80. Mahatma GandM Bead. Dombay 4B0023 
OR ha mam officaa at: 

Ahrmdabod (Bhadra). Baroda (Reapurb). Cafoono 
INciaji Subhsr PradS Bermaloro (Kampagowda RoadL 
trnakulom (Shanmugam Road), HydaraBad (NsmpNty 
Station Road). Indore (Santa Bafar). Jamnagar (Ranli 
Road). Madraa (Errebnu Cftaiiy Straat). Nagpar 
CKingMray). PanpIL Pun# iOr. C^qp Ro^.llq|hat 
fM.^Road). Now Domi iPortiamom Sbaoi). Baral 
(Laigm). VUavwada (Gavsmgqpgi). 

CAMARA RANK 
TamadndBMai Bombay BOB E88L 
OR Ra main officaa ai; 

^ m ad abad fRavdi BMar). t jawp M g r a |Team.^.„ 


■AMR OP MARODR, 


SS£2SIU%mS 


ABmmmB **-•- 


Md). MadraatNoNb Baaob RoiSl). 


•TATI SANK 0' INDIA 

•embay Samachar Mary. Bomba y 400083. 

OR its main officaa at; ^ ^ 

Ahmodaba d f Bhadra). pangolaro (M Mar^a R^>. 
Caleatta (Svand Ro^). Hydaro^ (Gun f^our^ 
Road), Mora (Near G.P.O.). Modraa (lai Una Baacby. 
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TRADE 

WINDS 


Mora Fraedom for 
Induttry 

Further liberalisation of 
industrial licensing to encour¬ 
age medium entrepreneurs has 
been recommended by the 
panel set up by the government 
of India on October 31, 1977, 
under the chairmanship of Mr 
G.V. Ramakrishna, additional 
secretary, department of In¬ 
dustrial Development, ministry 
of Industry. The panel has 
recommended the raising of the 
present level of exemption from 
licensing from an investment of 
Rs one crore to Rs 3 crorcs 
without any limitation regarding 
foreign exchange requirements 
for imported raw meterials and 
components. 

The panel was set up with a 
view to identifying bottlenecks 
and simplifying regulations and 
procedures relating to the deve¬ 
lopment of industries. It has 
emphasised the need for subs¬ 
tantial revision of Industries 
(Development and Regulation) 
Act, 1951 in order to take into 
account the developments in 
the industrial field over the last 
25 years and to reflect current 
industrial policy of the govern¬ 
ment and to make the Act more 
effective both in its regulatory 
and developmental aspects, 
particularly the latter. 

The state governments, ac¬ 
cording to one of the recom¬ 
mendations, should give im¬ 
mediate attention to reducing 
the number of clearances re¬ 
quired and to delegation of 
authority for issue of clearan- 
oes through the district indus¬ 
tries centres which are to be set 


up for serving the cottage and 
small-scale .sector. It has, fur- 
ther, been suggested by the 
study group that the state go¬ 
vernments, should set up a 
bureau of industrial approvals 
at state headquarters on the 
pattern of the secretariat of in¬ 
dustrial approvals at the centre 
so that entrepreneurs can get 
their approvals required at the 
state level at one place within 
specified time limits. 

Small-scale Sector 

The study group has sugges¬ 
ted that the reservation of 
items for manufacture in the 
small-scale sector should be 
enforced through suitable legis¬ 
lation. It has been proposed 
that pending development of 
capacity in the small-scale sec¬ 
tor for some of the reserved 
items, imports should be per¬ 
mitted in a graduated manner 
to meet the domestic demand. 

The study group has recom¬ 
mended close monitoring of im¬ 
plementation of letters of intent 
including the expeditious provi¬ 
sion of financial assistance by 
institutions. For effective co¬ 
ordination and monitoring, 
it has been recommended that 
the letter of intent would stipu¬ 
late that the entrepreneur 
should made complete applica¬ 
tion to the financing institution 
within a period of six months 
after the issue of the letter of 
intent. Apart from other con¬ 
ditions, the conversion of the 
letter of intent into the indus¬ 
trial licence would also be 
dependent upon necessary ap¬ 
provals given by the fiii^qncing 
institutions so tliat actik! dis¬ 


bursement of financial assis¬ 
tance by the financing institu¬ 
tions can take place after the 
issue of the industrial licence. 

The study group has made 
major recommendations in re¬ 
gard to the strengthening of 
the institutions of Develoment 
Councils so that they could 
effectively perform the entire 
wide-ranging functions assign¬ 
ed to them under the Industries 
(Development and Regulation) 
Act. These, it has been recom¬ 
mended, should consider the 
state of affairs of the industry 
including the current state of 
indigenous technology and the 
need for upgrading it, its mar¬ 
keting and pricing policy, its 
problem, growth prospects etc 
and to make recommendations 
for speedy and orderly growth 
of the industry. 

It has been proposed that 
there should be greater delega¬ 
tion of power for sanction of 
loans by the state finance cor¬ 
porations. 

The panel has also recom¬ 
mended that there should be 
decentralisation of indigenous 
clearance procedure and capi¬ 
tal goods import licensing and 
greater delegation of power for 
approval of foreign collabora¬ 
tion agreements. 

Mergar of Sick 
Industrial Units 

The government has already 
announced certain tax conces¬ 
sions relating to the merger of 
sick industrial units with heal- 
thy ones and for this purpose, 
the Income-Tax Act, 1961 has 
bemi suitably amended. Sec¬ 
tion 72-A of the amended In- 
come-T^ Act, 1961 provides 
that where there has ^n an 
amalgamation of a company 
owning an industrial under¬ 
taking with another company 
and the centra] government 
on die recommendation of the 
specified authority, is satisfied 


dutcertajq condiiieas specifl; 
ed iQ this tribalf, t|i» fulfilled, 
; the ceidral goveriineat may 
make a dtelaratkm to thtt 
eflbctand thereupon ndtwith- 
standing anything itontaini^ 
in any other provision of the 
Income-Tax Act. the. acmmiii* 
lated loss and. tth-absoihed 
depreciation of the amalga- 
mating company, shall be 
deemed to be the loss or as 
the case may be, depreciatiem 
allowance of the amalgamated 
company for the previous year 
in which the amalgamation was 
efibeted and the other provi¬ 
sions of the Income-Tax Act 
relating to carry forward and 
set off of the loss and depre¬ 
ciation allowance shall apply 
accordingly. 

Specified Antbority 

A committee consisting of 
secretary, department of In¬ 
dustrial Developmoit, minis¬ 
try of Industry, as chairman, 
and secretary, department of 
Company Affairs; secretary, 
ministry of Labour; secretary, 
department of Economic 
Affairs and chairman of Cen¬ 
tral Board of Direct Taxes as 
members, has been notified as 
the specified authority for the 
purpose of Section 72-A of 
the Income-Tax Act, 1961. 

The government has evolved 
certain guidelines on the con¬ 
ditions to be fulfilled to tbe 
satisfaction of the specified 
authority in regard to the 
eligibility for tax concessions 
for the merger of sick indus¬ 
trial units with healthy ones. 
Copies of these guidelines uid 
application forms am available 
from February 6,1978 onwardk* 
with tbe offices of the Federa¬ 
tion of Indian Chambers of 
Commerce & Industry, Federa¬ 
tion House, New Delhi; the 
AssociaM Chambmv of Com¬ 
merce iuid Industry of India; 
Allahabad Bank Building, 2nd 
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F^or, n^Parliameat Street, 
Nw OeUtt; Poitjaib, Haryana 
and Delhi Chamber of Com* 
metce and Industry, 9A, Cdn* 
naught Place, New Delhi; 
Indian piamber of Commerce, 
Iidia Exchange Place, Cal- 
cotta-1; Bengal • Chamber of 
Commerce and Industiy, Royal 
Exchange, 6, Netaji Subhas 
Road, Calcuttal-1; Indian Mer- 
diants Chamber, Veer Nariman 
Road, Churchgate, Bombay; 
Bombay Chamber of Com¬ 
merce and Industry, Mackin- 
non Mackenzie Building, Bal¬ 
lard Estate, Bombay; Southern 
India Chamber of Commerce, 
Indian Chamber Building, Esp¬ 
lanade, Post Office Box No. 
1208, Madras and Madras 
Chamber of Commerce and 
Industry, Dare House Annexe, 
3/4, Moore Street, Madras. 
■The applications duly com¬ 
pleted, will be accepted at the 
counter of the entrepreneurial 
assistance unit, ministry of 
Industry, New Delhi. 

Tax Exemption to 
Political Parties 

The government of Jodia 
has decided to provide exemp¬ 
tion from income-tax in respect 
of certain categories of income 
derived by political parlies, as 
also exemption from wealth-tax 
in respect of the value of assets 
held by them. Income derived 
by political parties from their 
investments (both in movable 
and immovable properties) and 
income by way of donations 
from non-members will be ex¬ 
empted from income tax. The 
tax exemption will be available 
only in the case of political 
parties which are registered or 
deemed to be registered with 
the Election Commission of 
India under the Election Sym¬ 
bols (Reservation and Allot¬ 
ment) Order, 1968. 

The proposed exemptioii will 
not be allowed unless the poli¬ 
tical parties maintain proper 


books of account and get their 
annual accounts audited by a 
chartered accountant or other 
qualified accountant. Poiiticai 
parties which are registered or 
deemed to be registered with 
the Election Commission of 
India will also be exempted 
from wealth tax. Expenditure 
incurred by taxpayers for ad ver- 
tisement in any souvenir, bro¬ 
chure, tract, pamphlet or other 
publication of a similar nature 
published by a political party 
will not be deducted in com- 
putiog their taxable profits. 

ExeistDutitson 
Cotton Fobrics 

With a view to provide relief 
to the decentralised sector of 
the cotton textile industry, 
cotton fabrics when processed 
without the aid of power or 
steam were completely exempt¬ 
ed from excise duty as a part 
of the budget proposals an¬ 
nounced by the Finance minis¬ 
ter in the Lok Sabha on the 
June 17, 1977. On Novem¬ 
ber 24, 1977, as a measure of 
protection to hand screen prin-' 
ters the complete exemption 
from excise du^ in favour of 
cotton fabrics when processed 
without the aid of power or 
steam was withdrawn in so far 

cotton fabrics when printed 
by roller printing machines 
without the aid of power or 
steam, were concerned, and on 
such fabrics One-third of the 
duty otherwise leviable, when 
such fabrics are processed by 
power processors, was imposed. 
On fine and superfine power- 
loom fabrics this duty came to 
four percent ad valorem. Along 
with the above change the 
reduction of four per cent ad 
valorem in the rate of duty on 
fine and superfine power pro- 
cessed cotton fabrics, when 
cleared without printing, was 
provided. This measure was 
also intended to provide relief 
to hand printers of sarees, who 


use power processed base 
fabrics. 

The hand processors of differ¬ 
ent parts of the country have 
represented against the levy 
on the cotton fabrics when* 
printed by hand operated roller 
printing machines, and the re¬ 
lief to dyed power processed 
fabrics. It has been represent¬ 
ed to the government that as 
these hand operated roller prin¬ 
ters are largely in small-scale 
sector the new levy will bring 
hardship to them. It has also 
been submitted that they do 
not pose any threat to hand 
screen printers. In the case of 
relief to the non-printed fabrics 
it has been pointed out that 
tlie relief given to power dyed 
fabrics was not in the interest 
of hand processors. After 
careful consideration and keep¬ 
ing in view the interests of the 
hand processing industry which 
has large employment potentia¬ 
lity the government decided 
to restore full exemption to 
hand processing by withdraw, 
ing the levy on cotton fabrics 
when printed by roller print¬ 
ing machine without the aid 
of power or steam. In the case 
of four per cent ad valorem 
reduction in duty the relief has 
been restricted to non-printed, 
non-dyed cloth. The govern¬ 
ment was confident that by 
these measures the interests of 
the hand processors will be 
safeguarded and they will be 
able to increase the volume of 
their business thus generating 
more employment. These 
changes came into effect on 
January 30, 1978. 

Gur Export 

The government annouced 
the release of an export quota 
of S,000 tonnes of gur to the 
private trade. This is the first 
time the private trade will re¬ 
ceive an export quota in this 
item which was earlier export¬ 


ed by the State Trading Cor-j, 
poration and the National! 
Agricultural Cooperative Mar-i 
keting Federation. Major part, 
of the quota is to be exported.,;^ 
from Bombay, Calcutta and^ 
Madras ports and a 1000 tonnes^ 
arc for export to Nepal against^ 
rupee payment. 

i* 

Duty Exumptiofl on 
Polynosic Staple Fibro;! 

It may be recalled that the-' 
government had exempted j 
viscose and polynosic stapleil^ 
fibres (and viscose tow) fromi. 
whole of the customs duties, 
leviable on these fibres. Exemp-' 
lion on polynosic staple fibre 
is expiring on January 31, 
1978 iind.the exemption on 
viscose staple fibre and viscose 
tow would expire on March 
31, 1978. The position has 
since been reviewed. Keeping 
in view tlie representations 
from the indigenous producers 
of polynosic staple fibres, ; 
government have decided to 
continue exemption in regard 
to the basic and auxiliary 
duties on polynosic staple fibre 
up to March 31, 1978. How¬ 
ever on the imported fibre 
additional duty equal to the 
excise duty that is leviable on 
the indigenously produced fibre 
will be chargeable. 

Shifting Traffic 
at Ports 

Total traffic liandicd by the ; 
10 major ports of India during / 
December, 1977 was 6.32 mil-i 
lion crorcs. This included 3.18 
million tonnes of import and ^ 
3.14 million tonnes of export 
goods. In all, 662 ships were i; 
handled during the month by ; 
these ports. Port-wise the traffic 
and number of ships handled | 
were: Calcutta 699,000 tonnes • 
and 92 ships; Bombay 1.44 
million tonnes and 228 ships; J 
Madras 812,000 tonnes and 84] 
ships; Cochin 314,000 tonnes j 

i 
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and 93 ships; Vishakhapatoam 
851,000 tonnes and 41 ships; 
Paradtp 209,000 tonnes and 13 
ships; Mormugao 1.26 million 
tonnes and 44 ships; Kandia 
388,000 tonnes and 31 ships; 
Mangalore 46,000 tonnes and 
25 ships; and Tuticorin 98,000 
tonnes and 11 ships. 


through such meetings.between 
buyers and sellers that there 
could be proper interaction 
and exchange of views. He 
stressed the need for exporters 
to observe stringent quality 
control and added that the 
government is considering to 


blacklist such exporters who 
fail to do so. Earlier welcom¬ 
ing the minister and other dis¬ 
tinguished guests, Mr B.N. 
Kothary, chairman of the 
council said that the overseas 
buyers who have arrived for 
the man-made textiles fair 


are evindng greater interest in 
Indian goods for various tea^ 
sons including certain advan¬ 
tages peculiar to the Indian 
industry. He added that the 
man-made textile industry calls 
for more concouragement and 
support from the government 


Towards Duty Frao 
Fartilisers 

The government has decided 
to waive duties on fertilisers 
within three years. Mr Bhanu 
Pratap Singh, minister of 
state for Agriculture, stated 
recently that this decision has 
been taken in accordance with 
the economic policy of the 
Janata government. Mr Singh 
who was inaugurating first 
All-India Workshop on Ope¬ 
rational Research Projects 
in Delhi wanted replacement of 
fertilisers by organic manure. 
In this context he stated that 
the cost of production of ferti¬ 
lisers had gone up conside¬ 
rably. 

Man-made Textile 
Fair 

While inaugurating the 
‘Buyer-Seller Conference’ orga¬ 
nised by the Silk and Rayon 
Textiles Export Promotion 
Council recently, Mr Mohan 
Dharia, minister of Com¬ 
merce, Civil Supplies and 
Cooperation, emphatically stat¬ 
ed that under the new policy 
the government would support 
and encourage the exports of 
non-traditional items including 
man-made textiles. Pie added 
that his ministry is taking 
vigorous measures to remove 
the procedural wrangles and 
bottlenecks faced by the expor¬ 
ters in the textile industry. 
Mr Dharia commended the 
promotional efforts of the 
council and said that it was 
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ft is in-ilie deoentraHied 
sectcir. The confinence was 
attended by 130 exporters and 
overseas buyers. 

Economic Oalegation 
to VisH Viotnom 

lo response to an invitation 
from the government of Viet¬ 
nam, an Indian economic 
ddegation led by the minister 
of state of External Affairs, Mr 
Samarendra Kundu, went to 
Vietnam recently for talks on 
fUcther economic and industrial 
cooperation between the two 
countries. 

Tariff Vaiue of 
Froa Sale Sugar 

In the light of market trends, 
the government of India deci¬ 
ded to retain the existing tariff 
value for free sale su^r at 
Rs 285 per quintal during the 
month of February, 1978. 

Post Office Savings 
Bank Prize Scheme 

Mr Bhawan Singh, a patrol¬ 
man of Hydel department at 
Bageshwar in Almora district 
of Uttar Pradesh has won the 
first prize of Rs one lidch in 
the eighth draw of prizes imder 
the ‘Post Office Savings Bank 
Prize Incentive Scheme’. The 
draw was inaugurated by Mr 
Zulfiquarullah, minister of 
state for Finance, recently. 
This was the eighth annual 
draw in which Rs 20.S0 lakhs 
was offered in 11,116 prizes to 
the lucky winners from amongst 
post office savings bank accout 
holders who have kept a ba¬ 
lance of not less than Rs 200 
during the period April to 
September, 1977. 

Two of the five second 
prizes of Rs 30,000 each went 
to UP and one each to Pni^ab, 
Tamil Nadu and Meghalaya. 
The prize-winners included a 
widow and a minor. 

Of the ten third prizes of 
Rs 20,000 each, account hd> 

lAmm B co M oi i i g y 


den in UP and Bihar bagged 
three prizes each and riiose in 
Andhra Pradesh, Assam, Guja¬ 
rat and Maharashtra one each. 

The state-wise break-up of 


100 fourth prizes of Rs 5,000 
each was a under:-^ 

UP — 

21 

Maharashtra — 

14 

Bihar — 

11 

West Bengal — 

8 

Delhi — 

7 

Gujarat and MP — 

6 each 

Punjab — 

S 

Orissa — 

Andhra Pradesh*) 

4 

Rajasthan t — 

Tamil Nadu j 
J&K *1 

3 each 

Karnataka ^ — 

Kerala J 

Assam ^ 

2 each 

Haryana ^ — 

Mizoram J 

1 each 

Tita Consultancy 

Tata Consultancy 

Services 


has been adjudged by the Engi¬ 
neering Export Promotion 
Council as tte top engineering 
exporter for 1976-77 among 
the exporters of engineering 
services from India. The shield 
tor this award was presented 
to Mr F.C. Kohli, the direc¬ 
tor-in-charge of the company, 
at the councU’s annual 
genera] meeting hrid in New 
Delhi on February 9, 1978. 
Tata l^onsoltancy Services is 
currency executing software 
assignments in a number of 
countries including the USA, 
the UK, Holland, Belgium, 
Switzerland, Iran, Venezuela, 
Australia and New Zealand. 
The company has increased 
its software exports in the last 
four years by over twelve 
hundred per cent. 

Consultancy Contract 
in Nigeria 

A big contract for coiuul- 
tancy and project monitoring 
services for setting op Nigeria’s 
largest industrial complex has 


been awarded to Metallurgical 
and Engineering Consultants 
(India) Ltd, a public sector 
consultancy organisation under 
the ministry of Steel and 
Mines. The industrial complex 
will include one direct reduc¬ 
tion based integated steel plant 
of one million tonnes capacity 
per year. A forma] contract for 
fois project was signed in Lagos, 
Nigeria, recently, by Mr K.C. 
Mohan, chairman of MECON 
and Dr R.A. Adeleye, Federal 
Commissioner for Industries, 
government of Nigeria. 

The steel plant, scheduled to 
be commissioned by the end of 
1980, will consist of gaseous 
reduction sponge iron making 
facilities, electric arc furnace, 
continuous casting facilities 
and rolling mills. The main 
equipment required for the 
plant will, however, be supp¬ 
lied by a consortium of 
German companies. This is a 
major break-through in the 
international field where 
MECON has been chosen as 
consultant agaist stiff compe¬ 
tition from well-established 
foreign companies. 

Another Breaktbrongh 

It may be recalled that, in 
Novemter 1977, MECON 
mitered Into a 10-year agree¬ 
ment with the Arab Iron & 
Steel Union, an international 
organisation having its head¬ 
quarters in Algiers, for setting 
up of a design and consultancy 
engineering organisation for 
the Arab Iron & Steel Union. 
Having long-term objectives, 
it will provide all services for 
setting up steel plants on turn¬ 
key and product-in-hand basis 
in the member-countries of the 
union, namely, Algeria, Egypt, 
Iraq, Jordan, Kuwait, Leba¬ 
non, Libya, Mauritania, Moro¬ 
cco, Saudi Arabia, Sudan, 
S^ia, Tunisia, UAE and 
Yemen, etc. MECON will arr¬ 
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ange for training facilities for f 
the engineers working in Arab | 
Iron and Steel Union in India, j; 

MECON has also prepared <! 
and submitted a feasibility 
report for installation of a ii 
small integrated steel plant 
in Liberia to the Liberian 
authorities recently. This plant 
will be based on utilisation of 
local iron ore and will have a 
capacity to produce 1,50,000 
tonnes of bars and rods, light 
structurals and wire rods per 
annum, 

Mtcoi Pavlinia 
Cham-Tich 1978 

The MECON Pavilion in the 
Chem-Tech ’78 exhibition held 
in Bombay between January 
17 and 25, 1978, was adjudged 
the best by a panel of five 
judges nominated by the 
Chem-Tech Secretariat, Bom¬ 
bay. The award was received 
by Mr B.R. Singh, chief engi¬ 
neer, MECON, on Jannary 24, 
1978. The exhibition was inaug¬ 
urated by Mr Neelam Sanjiva 
Reddy, president of India, on 
January 17, who also visited 
the pavilion and spoke.highly 
of the exhibits displayed in the 
pavilion and the maimer in 
which the same was oigani- 
sed. Mr P.C, Laha, general, 
manager, MECON, took the 
president round the pvilion and 
explained to him the details 
about MECON’s partcipation 
in various development projects 
in the country and also about 
the recent contracts with the 
federal government of Nigeria ^ 
and with the Arab Iron and 
Steel Union, Algiers. As many 
as 137 companies in the public 
and private sectors participa¬ 
ted in the exhibition. About 
10,000 visitors, mostly from 
the chemical industries visi¬ 
ted the MECON pavilion. 
Mr K.C. Mohan, chairman, 
MECON, attended the ‘Buyma- | 
Sellers Meet’ of, international | 
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congress, organised on the 
occasion on January 20 and] 
acted as a moderator in the 
symposium on joint ventures 
and cooperation. 


also be added l»re .^at the 
Vizag plant of Ifindustan 
Zinc Limited is first in the 
country having facBities to 
produce zinc and leMl under 


in the coming years. This wag. 
announced by Mr Bimal 
Ghosh, director of ihe ILO 
office on the occasion of the 
arrival of Mr Henry Hyniewski 


(I^DP assisted project, Advaa* 
ced Training Institnte, Madras. 
The Advanced Vocational 
Training System project Ibr 
which the United Nations 


Standirdisation 
of Forms 

The government has set up 
a task force to evolve means of 
effecting economy in paper 
used in various forms required 
by government departments 
and also simplify them for the 
benefit of general public. The 
task force will bring an integra¬ 
ted approach to the production 
and designing of these forms 
and also to assess genuine 
requirements for them to save 
on paper and printing. Reduc¬ 
ed number of forms may also 
result in saving of costly stor¬ 
age space, better data process, 
ing and simplicity of proce¬ 
dures. 

The task force headed by 
additional secretary, depart¬ 
ment of Aministrative Reforms, 
ministry of Home Affairs will 
have four other members. 
There will be •' Director of 
Printing, government of India, 
nominee of Indian Standard 
Institution, New Delhi, Mr 
A.P. Saxena, consultant, 
Indian Institute of Public 
Administration and Lt. Col. 
Brij Mohan, adviser, Industrial 
Finance Corporation of^India 
Ltd. 


one roof. The lead blast fur- of Poland to take Up hta Development Programme is 

nace has been commissioned assignment as the chief tdehni- providing US 16,4 million is 

already and 5,000 tmines of cal adviser of the ILO and the largest to be executed by 
lead is likely to be produced UNDP assisted project on the ILO anywhere in the world 
during 1978-79. Advanced Vocational Training and also the largest UNDP- 

With the Vizag smelter’s full System. Mr Ilym'ewski had financed scheme. This marks 

operation, the total zinc in^t served earlier in India Aom a turning point in the long 
production of HZL will go up 1972 to 1976 as the chief history of the ILO’s assoda. 
to 59,000 tonnes during technical adviser at the ILO/ tion with the Indian govern- 
1978-79. Similarly, the lead 

production will also increase ' 

to 13,000 tonnes next year. At FORM-IA 


the present rate, this represents 
a more than 100 per cent rise in 
the zinc production in 1978-79 
as compared to the target of 
28,400 tonnes for the current 
year. The lead production target 
was 10,050 tonnes during the 
currrent year. Ic will also regis¬ 
ter an increase of about 30 per 
cent in 1978-79. With the expan¬ 
sion of the capacity of its smel¬ 
ter at Debari (Udaipur) and 
Tundoo (Dhanbad) and com¬ 
missioning of the new smelter 
at Vizag, Hindustan Zinc Ltd 
now hopes to meet almost 50 
per cent of the country’s zinc 
demand during the year 


[See Rule 4A (0] 

Form of general notice to be given to the members of 
the public before giving a notice to the Central Govern- 
. ment under sub-section (i) of Section 21 of the Monopolies 
and Restrictive Trade Practices Act, 1969. 

NOTICE 

It is hereby notified for the information of the public 
that M/s Modipon Ltd., Modinagar (U.P.), proposes to 
give to the Central Government in the Department of 
Company Affairs, New Delhi a notice under sub-section 

(i) of Section 21 of the Monopolies and Restrictive 
Trade Practices Act 1969, for substantial expansion of its 
activities. Brief particulars of the proposal are as under: 

1. (i) Name of body corporate owing the 

undertaking MODIPON LIMITED 

(ii) Capital structure of the applicant 

undertaking *Share Capital Rs 13,08,05,848 

Loan Capital R$ 5,37,76,748 

TOTAL: Rs 18,40,82,596 


1978-79. 

Visit of Managing 
Oiractor of IMF 

Dr H.J. Witteveen, manag¬ 
ing director and chairman of 
the board of executive direc- 


*(Including Reserves and Surplus) 

(iii) Details of the proposed substantial 
expansion. 

(a) Name of new goods to be : Polyester Staple Fibre 
produced, supplied, controlled 
or distributed or of new services 
to be rendered. 


Vizag Zinc Plant 

With the commissioning of 
its zinc melting furnace, the 
smelter of Hindustan Zinc 
Limited at Visakhapatnam is 
now in full operation. This 
smelter, costing Rs 48 crores, 
is currently producing around 
2,000 tonnes of zinc ingots per 
month. During 1978-79, this 
smelter is expected to produce 
29,000 tonnes of zinc which 
represents almost 97 per cent 


tors of the International 
Monetary Fund came to India 
on a six day official visit. He 
arrived in Madras from Sri 
Lanka on February I and was 
in Delhi from February 3 to 6, 
1978. Dr Witteveen was accom- 
panled by Mrs Witteveen aqd 
Mr Tun Thin, director of the 
Asian Department of the Fund. 

ILO Training Activitias 
in India 

The ILO intends' to step up 


(b) In case of substantial expan- : Not applicable. 

Sion of existing activities. 

(i) Name of goods. — 

(ii) Capacity before expansion. ; — 

(iii) Expansion proposed. ; — 

(iv) Location of the project for ; —- 

substantial expansion. 

(v) Brief outline of the cost of : — 

the project, the scheme and 

sources of finance. 

2. Any person interested in the matter may make a represen¬ 
tation to the Secretary, Department of Company Affiurs, 
Government of India, Shastri fihavan. New Delhi within 14 
days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his 
interest therein. 


utilisatioo of its annual capa- its training activities in the key Dt. 31.1.1978 M.K. MODI 

citji & 30,000 tonnes. It may areas of India’s' deyelonnent VICE PRESIDENT 
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noil fn tltt wiiole ddd at 
vocational training. 

Iniio-Czechoslovak 

CMpention 

Tlte visiting Czechoslovak 
minister of Metallnrgy and 
Heavy Engineering, Mr Z. 
Pucek, called on the minister 
of Steel and Mines, Mr Byu 
Patnaik recently. Mr Pucek 
outlined the capabilities and 
achievements of his country in 
the field of steel metallurgy 
and mining. He made parti¬ 
cular mention of the Czechos. 
lovak expertise in the field of 
nuclear power plants. Among 
the factors responsible for 
Czechoslovakia’s high eflSciency 
in steel production, he men¬ 
tioned the use of superior cok¬ 
ing coal with an ash content 
of only six per cent. This coal 
was produced from the coun¬ 
try’s own coal mines. Mr 
Pucek further expressed his 
keen interest in the setting up 
of large coke-oven plants and 
blast furnaces and added that 
he placed India first in the 
sphere of international coope¬ 
rator. Mr Pucek started that 
his country should be interest¬ 
ed in taking equipment for new 
coke oven plants as well as 
for expansion from India. 

Mr Patnaik welcomed the 
Czechoslovak minister and 
offered full cooperation with 
Czechoslovakia in the field of 
steel plant equipment and con¬ 
sultancy services. In this con¬ 
text, he proposed Indo-Czecho- 
slovakcollaboration for projects 
in third countries. Mr Patnaik 
told the Czechoslovak minister 
that the Heavy Engineering 
Corporation had already sup¬ 
plied equipments to third coun¬ 
tries under the collaboration 
agreement with the USSR and 
those, equipments were working 
very well. The Metallurgical 
and Engineering Consultants, 
a consultancy organisation 
under the ministiy of Steel 


and Mlaei, was also taking up 
work for hmetion of 7.5 metre 
high coktMivens in West Ger¬ 
many. The advantage to other 
countries in buying Inciian 
equipment and plants consisted 
in the low cost and high exper¬ 
tise that we could provide, he 
added. The minister stressed 
that Czechoslovakia could also 
take advantage of this for 
third country cooperation. 

Ntw Directors of 
Stato Bank of India 

Ministry of Finance has an¬ 
nounced the appointment of the 
directors of the central board 
of the State Bank of India. 
The appointments made in 
consultation with the Reserve 
Bank of India come into force 
from February I, 1978. The 
names of the directors are as 
folio ATS:— 1. Mr V. M. Bhide, 
IAS (Retd), 7, Suyojana 
Society, Koregaon Park, 
Poona. 2. R. D. Diwan, C/o 
M/s Matubhai Jamietram & 
Madan, Advocates, Solicitors 
& Notary, Lentin Chambers, 
Dalai Street, Fort, Bombay. 

3. Dr. V. A. Pai Panandiker, 
director. Centre for Policy 
Research, 27, Paschimi Marg, 
Vasant Vihar, New Delhi. 

4. Mr V. Satyamurti, executive 
director, Shriram Fibres Ltd, 
Industrial Area, Manali, Mad¬ 
ras. 5, Mr. B. G. Verghese, 
P-12, Hauz Khas, New Delhi. 

Names in the News 

Mr K. V. Raghavan assumed 
charge recently as chairman 
and managing director of 
Engineers India Limited. Prior 
to this appointment Mr. Ragha¬ 
van was the managing director 
of Alkali and Chemicals Cor¬ 
poration of India Limited, 
Calcutta, a subsidiary of ICI. 
Mr. Raghavan has worked for 
about twenty years in senior 
management positions in the 
ICI Group of companies and 
thia inctade the position of 


executive dimetor of Indian 
Explosives Lindted. 



Mr K.V. Raghavan 

Dr S. VaradaraJan, chair¬ 
man and managing director 
of Indian Petrochemicals Cor¬ 
poration Limited has been 
holding the additional responsi¬ 
bility as chairman and manag¬ 
ing director of EIL since 
November 1975. 

Mr Ashim Chatteijl. IAS, 
has been appointed managing 
director of Jaipur Metals & 
Electricals Ltd. Before this 
assignment he was resident 
director of the Indian Invest¬ 
ment Centre at London. After 
joining IAS in 1960 he work¬ 
ed as deputy secretary, depart¬ 
ment of Industries & Mines in 
Rajasthan. 

At the thirty-second annual 
general body meeting of the 
Advertising Agencies Associa¬ 
tion of India held in Bombay 
on January 30, 1978, Mr 

Snbhas Ghosal, chief exe¬ 
cutive, Hindustan Thompson 
Associates Ltd, Bombay, was 
unanimously re-elected the 

Association’s president for the 
year 1977-78. Mr S.V. Sista, 
managing director, Sista’s 
Private Ltd, Bombay, was also 
unanimously re-elected the 

Association’s vice-president. 
The following were elected as 
members of the executive 
committee : Messrs Amol 

Kumar Bose, Ahmed Ibrahim, 
(Mrs) N.V. Wadia andV.K. 
Lal;.Sittinf members; Messrs 


Dilip Sen, S.K. Qupta, S.ft. 
Ayer, R.K. Swamy, Roger 
C.B. Peimra and Bal. B. 
Mundkur. 

Mr K. Puri has been 
appointed deputy managing 
director of The Metal Box 
Company of India Limited 
with effect from January 30, 
1978. Mr Puri, who has been 
director and general manager, 
western region, will continue 
to be located in Bombay. Mr 
Puri joined Metal Box in May 
1960 and was appointed to the 
board in August 1970. In April 
1973, be assumed charge of 
the company's paper and 
plastics operations and is cur¬ 
rently also in charge of the 
company's over-all activities in 
Bombay. 


THE CALCUTTA ELECTRIC 
SUPPLY CORPORATION 

limited 

(Incorporated in England) 

7^% Debenture Stock 1980 
Interest for the Half Year 
Ending 14th AprU 1978 
Notice is hereby given that 
Interest at the rate of Rs. 38.75 , 
p (less Indian Income Tax) 
per Rs. 1,000/- of Stock will be 
paid on 15th April, 1978 to 
Debenture Stockholders regis- ^ 
tered in the Books of the Com- ' 
pany on Sth April, 1978. ; 
Applications for transfers re- ; 
ceived at the Company’s Office ' 
at Victoria House, Post Box 
304, Chowringhee Square, . 
Calcutta, upto Sth April, 1978, i 
will, if otherwise satisfactory, ; 
be registered at that date for , 
the purpose of participation 1 
in the above Interest. 

Debenture Stock Transfer 
Book will be closed from 6th 
April, 1978 to 14th April, '( 
19.78, both days inclusive. | 

By Order of the Board | 
(S.K. NIYOGI) I 
^Secretary | 

Victoria House, | 

Calcutta 700 001. | 

27th January, 1978 ij. 
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AFFAIRS 


M.M. Rubber 

M. M. Rubber Co, manufac¬ 
turers of <‘MM foam" Jatex 
foam rubber, proposes to enter 
the capital market shortly with 
a public issue of 380,000 
equity shares of Rs 10 each at 
par. The proceeds of the issue 
will be utilised for financing a 
part of the Rs 2.08 crore pro¬ 
ject for manufacturing biaxial- 
ly oriented polypropylene 
film (BOPP film) at Ranipet, 
about 100 kilometres from 
Madras. The licensed capacity 
is 800 tonnes of BOPP film per 
annum. 

The BOPP film is the new 
type flexible packaging film 
and had gained popularity 
all over the world. By virtue 
of the film transparency, 
gloss, exceptional strength and 
other qualities, it has become 
the fast growing packaging 
film in the world. It is a supe¬ 
rior but cheaper substitute for 
cellophane film, of which there 
is already a sale of about 5,000 
tonnes per annum in India. It 
is also a substitute for poly¬ 
thene film, for which there is 
an existing demand exceeding 
30,000 tonnes a year. 

The company management 
expects that there should be no 
diflficulty ia marketing the en¬ 
tire output of the BOPP film. 
The company’s sales totalled 
Rs 3.69 crores during the year 
ended September 1976 against 
Rs 3.12 crores in the previous 
year. The pretax profit 
amounted to Rs 15.08 lakhs 
against Rs 14.86 lakhs. For 
1976-77 sales are estimeted at 
Rs 3.8S Jaichs and pre-tax pro¬ 


fit at Rs 16 lakhs. Its present 
share capital is Rs 20 lakhs. 
The public issue will enable the 
listing of its shares on the 
stock exchange. 

Porritts and Spencer 

Porritts and Spencer (Asia) 
has shown satisfactory results 
during the year ended Septem¬ 
ber 1977. Sales have risen 
from Rs 194.68 lakhs to 
Rs 220.46 lakhs and gross profit 
from Rs49.01 lakhs to Rs 58.92 
lakhs. A final equity divi¬ 
dend of nine per cent has been 
declared which together with 
the interim of seven per cent 
makes a total of 16 per cent 
for the year, the same as last 
year. After providing Rs 7.96 
lakhs for depreciation, Rs 
22,000 for investment allow¬ 
ance reserve and Rs 26.86 lakhs 
for taxation, there is a surplus 
of Rs 18.88 lakhs against 
Rs 17.92 lakhs. The interim 
and finanl dividends absorb 
Rs 15.68 lakhs and the balance 
of Rs 3.19 lakhs has been 
transferred to general reserve. 
The directors attribute the bet¬ 
ter performance to the gradual 
lifting of the recession in the 
paper industry. Production of 
felts improved from 93 tonnes 
to 102.2 tonnes and sales from 
90.6 tonnes to 101.6 tonnes. 

Rasoi Vanaspati 

Rasoi Vanaspati and Indus¬ 
tries will issue shortly 300,000 
shares of Rs 10 each at par. 
The proceeds of the issue will 
be utilised for financing par¬ 
tly the Rs 45 lakhs expansion 
progamme for raising the ins¬ 
talled capacity of vmiaspatl 
from 60 tonnes to 100 tonnes 


porday. Tbooeni^is env 
rantly manufacturin. vanas¬ 
pati, margarine, tinned oil 
as intermediate product, indus¬ 
trial hard oil, soap, tin con¬ 
tainers, tea and super enamel¬ 
led copper wire. Its original 
name was Doyapore Tea Co 
Ltd. The present management 
which took control of Doya¬ 
pore Tea Co in 1965 from 
Macneill and Barry, acquired in 
the same year Majagram Tea 
Co, Rasoi Vanaspati plant in 
Calcutta in 1972, a super ena¬ 
melled copper plant held by 
Chandra Electrical Industries 
located in Delhi in 1973 and 
Vanaspati and General Mills 
located nearSonepat (Haryana) 
in 1974. The company’s share 
capital was Rs 20 lakhs at the 
end of 1977. After the pro¬ 
posed issue, the shares will be 
listed in Bombay and Calcutta 
stock exchanges. During 1976, 
the turnover totalled Rs 7.89 
crores yielding a gross profit of 
Rs 29.84 lakhs against the 
turnover of Rs 8.01 crores and 
the gross profit of Rs 19.04 
lakhs in the previous year. An 
equity dividend of 12 per cent 
was declared for 1976. For 
1977 the turnover is placed at 
Rs 16 crores and the gross pro¬ 
fit at Rs 52.25 lakhs. 

Rayalaseema Papar 

Sree Rayalaseema Paper 
Mills Ltd, which is setting up a 
Rs4l crores paper project in 
Kurnool district of Andhra 
Pradesh will issue on February 
15, as many as 4,483,500 equity 
shares of Rs 10 each and 
(Rs 448.35 lakhs) and 90,000 
(11 per cent) cumulative re¬ 
deemable preference shares of 
Rs 100 each (Rs 90 lakhs) at 
par. The issue opens on Feb¬ 
ruary 15, 1978. 

This joint sector project 
will have an installed capacity 
of 42,000 tonne of writing and 
printing paper using conven¬ 
tional raw materials like bamboo 


Bad hardwood. Tte coB^thy 
pitoposes to manufiicture imnt- 
ing papers like map-litho Ught- 
weight coated paper, cream- 
wove and white printing paper. 
Arrangements have been made 
for the raw material supplies 
with the state government. Hie 
plant is expected to go into com¬ 
mercial productionin January 
1979. 

According to Mr T.O. 
Vasantha Gupta, managing 
director, the per tonne project 
cost is on the low side and 
with the various concessions 
that will be available to the 
company, it should be possible 
to compete with the existing 
paper units. Moreover, the 
demand for paper has been 
continuously increasing. The 
rate of growth in demand for 
paper has been placed at bet¬ 
ween seven per cent and 10 
percent by various studies. The 
company’s machinery supp¬ 
liers have given a guarantee of 
50 per cent production in two 
months of going into production 
and full production in about six 
months. 

Escorts 

A joint venture between 
Escorts and CGR Paris ex¬ 
ported electro-medical equip¬ 
ment worth Rs 1.65 lakhs dur¬ 
ing 1977, which amounted to 
50 per cent of the total exports 
affected from the SEEPZ in 
Bombay. This was disclosed 
by the chairman. Escorts, 
Mr H.P. Nanda while review¬ 
ing the company’s performance 
during 1977. Among other 
notable achievements of the 
company are 20 per cent 
growth in production and 
sales of all its products during 
the year. Inspite of detertents 
like the power shortage, the 
company managed not only 
to keep the prices static but 
also increas(»l production. 
This year it manufactured 
13,000 tractors instead cS 
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10,OOP last year lepresentiog 
an increase of 30 pw cent. 
The production of Rajdoot 
two-wheelers too rose from 
26,000 to 30,000. 

On the financial front the 
company did well too. Its 
income tovched Rs 104 crores. 
The net profit after tax has 
increased from Rs 10.28 crores 
to Rs 11.70 crores this year. 
Reviewing the performance of 
the company and its expansion 
programme, Mr Nanda said 
that the Bangalore expansion 
project had been completed 
eight months ahead of schedule 
and it had commenced the 
sale of pistons in December 
last year. The campany spent 
Rs 200 lakhs on its renovations 
including replacement of plant 
and machinery and quality im¬ 
provement in respect of all its 
plants at Faridabad and 
Patiala. Mr Nanda said the 
company's piston ring expan¬ 
sion project was well under¬ 
way. The present paid-up 
capital of Rs 153 lakhs was 
likely to be increased to 
Rs 400 lakhs. 

Scindia Steam 
Navigation 

The board of directors of the 
Scindia Steam Navigation Co. 
Ltd, at its meeting held on 
February 6, 1978 unanimously 
elected Mr Dharamsey M. 
Khatau as the chairman of the 
company. 

The board also decided to 
declare an interim dividend of 
Rs 2 per share, for the year 
ended June 30,1977, subject to 
deduction of tax. 

Siemens India 

The chairman of Siemens 
India, recently, visualised good 
business prospects for the 
company in the current finan¬ 
cial year. He stated that the 
company’s operations were 
in the priority sector of power 
feneration and distibution and| 


the govenuaeat had laid spe¬ 
cial emi^ia^ in augmenting 
power gteeration, which 
should benefit the company. 
Some months ago, the com¬ 
pany had run into inter-unioa 
rivalry problems at its facto¬ 
ries in Bombay, but so far 
it has not fac^ any serious 
trouble. However, he warn¬ 
ed that the inter-union rivalry 
may cause serious industrial 
relations problems in the com¬ 
ing financial year. The company 
could successfully complete its 
investment programme for the 
yearended September, 1977 ex¬ 
cept that due to some labour 
unrest the setting up of a new 
switch-board plant in Calcutta 
was delayed. The additions 
to fixed assets amounted to 
Rs 3.09 crores, of which a 
major portion was on plant 
and machinery. The entire 
investment was financed out 
of the year’s cashflow. Due 
to the investment*, policy over 
the last few years, the growth 
in productivity has been well 
maintained. Despite reces¬ 
sionary conditions in world 
markets, the company could 
increase its exports by 38 per 
cent over the previous year. 
Export turnover, including 
IDA credits, touched a record 
level of Rs 7.37 crores. 

Mahindra Ugiaa Stael 

Mahindra Ugine Steel Co 
proposed to issue 1.51 million 
equity shares of Rs 10 each as 
rights shares to the existing 
shareholders at a premium as 
may be determined by the 
Controller of Capital Issues. 
The company also proposes 
to issue Rs 50 lakhs worth 
11 per cent cumulative re- 
demnable preference shares, 
which will te allocated to the 
General Insurance Corporation 
of India and its subsidiaries. 
Mr Harish Mahindra chair¬ 
man, pointed out in his state¬ 
ment that considerable progress 


has been achieved with regard 
to the expansion programme. 
The expanded capacity was ex¬ 
pected to be operational in 
the first quarter of 1979. Full 
capacity was expected to be 
achieved in 1980. The ex¬ 
panded capacity was expected 
to generate additional turnover 
of Rs 36 crores. After the 
expanded 75,000 tonnes capa¬ 
city of tool alloy steel, the 
turnover would be around 
Rs 50 crores. The company 
hoped to earn adequate pro¬ 
fits and declare reasanable 
dividends on the enlarged 
enlarged capital. 

Press Metal 
Corporation 

Press Metal Corporation, 
an existing company manufac¬ 
turing sheet metal parts for 
the automobile industry at its 
plant in Bombay, proposes to 
enter the capital market some 
time next month with a public 
issue of 250,000 equity shares 
ofRs 10 each at par. The 
proceeds of the issue will be 
utilised for financing partly 
the Rs 40-lakh new project 
being set up at Madras to cater 
to the requirements of Ashok 
Leyland and other units in the 
south, as also for the com¬ 
pany's modernisation pro¬ 
gramme of its existing factory. 
The Madras project is schedul¬ 
ed to be commissioned in 
September, 1978. For 1976, 
its turnover totalled Rs 3 
crores yielding a gross of 
Rs 32.6 lakhs, against the 
turnover of Rs 1.78 crores and 
the gross profit of Rs 24.7 
lakhs in 1975. 

Stovec Screens Indie 

Stovec Screens India has 
recorded improved results dur- 
in^the year ended September, 
1977. Sales have risen from 
Rs 60.48 lakhs in 1975-76 to 
Rs 65.39 lakhs in 1976-77 and 
gross profit from Rs 17.82 lakhs 


to Rs 2l .31 lakhs. After pro¬ 
visions and adjustments,, sur- 
plus of Rs 10.40 lakhs has 
been carried forward. No divi¬ 
dend has, however, been de¬ 
clared in order to conserve 
resources and consolidate the 
financial position. The com¬ 
pany produced 29,320 metres 
of screens. Exports totalled 
Rs 16.11 lakhs. There are 
no significant signs yet of revi¬ 
val of export demand, but the 
donand in the domestic mar¬ 
ket is expected to improve 
further in the current year on 
account of installation of more 
rotary screen printing machines. 
To meet this demand, the 

The Calcutta Electric Supply 
Corporation Limited 

(Incorporated in England) 

NOTICE 

Notice is hereby given that 
the Board of Directors of this 
Company at a meeting held on 
27th January, 1978, has dec¬ 
lared payment of an Interim 
Dividend on the Company’s 
Preference Stock for the year 
ending 31st March, 1978, at 
the rate of 3% (Gross). Pay¬ 
ment will be made bn 30th 
March, 1978, after deduction 
of appropriate Indian Income 
Tax to those Stockholders 
whose names are registered in 
the Company’s Stock Register 
on 25lh February, 1978. 

Applications for transfers 
received in this office upto 25th 
February, 1978, will if other¬ 
wise satisfactory, be registered 
at that date for the purpose of 
participation in the above 
dividend. The registration of 
Transfers of Preference Stock 
in the Calcutta Register will 
remain suspended and the 
Register of Preference Stock¬ 
holders in Calcutta will remain 
closed during the period from 
26th February, 1978 to 4th 
March, 1978, both days in¬ 
clusive. 

By Order of the Board 
(S. K. NIYOGI) 
SECRETARY 
Victoria House, 

Calcutta 700 001. 

27th January, 1978 
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Cottpany has obtained a letter 
of intent for uicreasing its 
capacity from 40,000 metres 
to 1,00,000 metres. 

Cmnent Corporation 
of India 

The total production of the 
Cement Corporation of India, 
a public sector enterprise, dur¬ 
ing the first nine months of this 
financial year was of the value 
of over Rs 5.43 crorcs, regis¬ 
tering an increase of 9.8 per 
cent over the production of 
about Rs 4.95 crorcs in the 
corresponding period last year. 
The Mandhar factory in 
Madhya Pradesh had a pro¬ 
duction of the value of over 
Rs 3.12 crores, an increase 
of 10.3 per cent over the 
production woith Rs 2.83 
crores during the same 
period last year. The output 
at Kurkunta unit in Karnataka 
during the period was worth 
Rs 2.31 crores which was 
about nine per cent higher 
than the production of the 
value of Rs 2.12 crorcs in the 
corresponding period last year. 

Karnataka Explosives 

Chowgules will soon start an 
industrial explosive project at 
Mangalore in technical colla¬ 
boration with Du. Pont, the 
first company to produce nitro¬ 
glycerin dynamite in the USA. 
A new company, Karnataka 
Explosive Ltd has been pro¬ 
moted to implement this pro¬ 
posal. The company will 
receive from Chowgule and 
Company Private Ltd, an indus¬ 
trial licence to produce 20,000 
tonne of explosives a year. 
The first phase of 10,000 
tonnes is expected to be com¬ 
pleted by April 1979. Chow- 
gule and Co will be holding 
40 per cent of the shares of the 
Karnataka Explosives. This 
new venture of about Rs 3 
crores is expected to cater 
main^K the needs of south 


India. At pr^stot, ate 
only two companies in the 
country which are maifufactur- 
ing explosives and their total 
licensed dapacity is 57,000 
tonnes per annum. Besides 
this, IBP has recently com¬ 
menced production of slurry 
explosives with an annual 
capacity of 5,000 tonnes. The 
consumption of explosives in 
the country is estimated at aro¬ 
und 55,000 tonnes. The demand 
is expected to go up to 100,000 
tonnes in the next few years. 
The iron ore development pro¬ 
gramme, taking production 
from 30 million tonnes to 150 
million tonnes in the next five 
years, will alone require about 
25,000 tonnes of explosives. 
The new cement plants arc also 
expected to buy explosives in a 
big way. 

Indian Explosives 

The application of Indian 
Explosives for an industrial 
licence for the expansion of the 
manufacturing capacity of urea 
at Panki from 450,000 tonnes 
to 675,000 tonnes per annum is 
still under the government’s 
consideration. The decision of 
the government on the com¬ 
pany's proposal to manufacture 
primary reformation catalyst for 
stream naphtha is still awaited. 
The construction work of 
the nitrocellulose project at 
Gomia is progressing satis¬ 
factorily and the plant is ex¬ 
pected to be commissioned in 
the second quarter of this year. 
A proposal has been submitted 
to the authorities to modernise 
the facilities for concentration 
of nitric acid at Oomia by 
adopting a new process employ¬ 
ing magnesium nitrate as the 
dehydrating agent instead of 
concentrated sulphuric acid. 

During the year ended Se]% 
tember 1977, the production of 
explosives was 35,270 tonnes, 
which was about the same as in 
the previous year. It lyou^bave 


been bigber but tor l^>our 
trouble and frequent load 
shedding. Domestic sales 
totalled 37,113 tonnes against 
35,569 tonnes in the previous 
year. Production and sales of 
detonators were limited to 
about SO million. Exports 
amounted to Rs 1.46 crores 
against Rs 64 lakhs. In the 
fertiliser division, the produc¬ 
tion of urea was 400,000 ton¬ 
nes, against 440,000 tonnes in 
the previous year. 

Uhde India 

The formation of the Uhde 
India Ltd a subsidiary of the 
Uhde GmbH, Dortmund, West 
Germany was announced re¬ 
cently by the president of the 
parent company Mr Hans 
Uhde. The German engineer¬ 
ing company already known in 
the country was instrumental 
in the supply and erection of 
the ammonia plant for the 
Hindustan Steel Ltd at Rour- 
kela. The company for the 
past 18 years has handled more 
than 30 major contracts by 
supplying sophisticated techno¬ 
logy in the organic and inor¬ 
ganic and petro-chemistry for 
a number of industries. 

Mr. Hans Uhde staled re¬ 
cently that the company over 
the past few years had been 
intensifying its activities here 
with the result that a number 
of plants could be built and 
successfully commissioned. 
These include caustic soda 
plant, liquid ammonia storage 
and special metal plants. Pre¬ 
sently, he said, the company 
had as many as 10 plants in 
the design stage and under 
construction both in the public 
and private sectors. The parent 
company he said, last year, 
had a turnover of over Rs 300 
crores, which included jobs in 
many parts of Asia, Africa 
and Europe. The Uhde, Oer- 
maqy will hold 74 per cent 


^oi; equity in the Indian com<' 
pany. 

Rajhans Steal 

Rajhans Steel Ltd, a new 
company incorporated in 1972 
in West Bengal, proposes to put 
up a plant for manufacturing 
alloy steel, S.O. iron and 
maganese steel castings. The 
licensed capacity will be as 
follows : alloy steel cast¬ 

ings—900 tonnes per annum, 
S.O. iron castings—900 tonnes 
per annum and manganese 
steel castings—1200 tonnes per 
annum. The company entered 
the capital market on February 
2, 1978, with a public issue of 
J 96,000 equity shares of 

Rs 10 each at par and 10,000 
(II per cent) cumulative 

redeemable preference shares 
of Rs 100 each at par. 

The company has entered 
into an agreement with C.N, 
Plant Engg and Consultant 
Pvt Ltd (C.N.) who have been 
appointed as consulting engi¬ 
neers. C.N. has agreed to 
provide a feasibility report 
detailing technical and econo¬ 
mic feasibility for setting up 
the alloy steel plant and, resi¬ 
dent engineering services for 
supervision. The company will 
pay Rs 2 lakh for the above 
services to CN as technical 
consultants of the company 
for the period of five years. 

Department of Atomic 
Energy 

Directorate of Purchase and Stores 
3rd floor, Mobatta Bldg; 

Paltoo Road, Bomliay-400001 

CORRIGENDUM 

Last date for submission of quota* 
tion against tender No. DPS:RRC: 
CAP: 251 for design, supply, manu¬ 
facture, shop testing, delivery, 
erection, commissioning, site testing, 
and guaranteeing the performanoe 
of upper isolation area 20/2 tonne 
EOT crane, as per purchaser's 
specification and drawing. 1 No., 
has been extended to 24.2.78. 
Tenders will be received upto 3 p.ni. 
on the due date and opened at 4 
pjn. the same day. 

davpd45(289)/77 
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CN will provide technical 
know-how for the manu¬ 
facture of alloy steel and 
mana^anese steel, for these 
services CN will be paid 
Rs 5,000 per month, for first 
twenty months from the start 
of production and one-half per 
cent royalty on the total turn¬ 
over. 

Capital and Bonus 
Issues 

Consent has been granted to 
n companies to raise capital. 
The details are as follows : 

Dalmia Ceramic Industries 
Ltd (Tamil Nadu) have been 
granted consent valid for six 
months for issue bonus shares 
ofRs 12.60 lakhs in the ratio 
.ofone bonus share for each 
equity share held on capitalisa¬ 
tion of general reserve. 

India Cotton Mills Private 
Ltd have been accorded con¬ 
sent valid for six months, to 
capitalise Rs 14,72,600 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus share 
for each equity share held. 

State Trading Corporation of 
India Ltd (New Delhi) have 
been accorded consent, valid 
for six months, to capitalise 
Rs 20 million out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one for every five shares held. 

Amini Tea Co (Pvt) Ltd 
have been accorded consent 
valid for six months, to capi¬ 
talise Rs 1,94,400 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of 1:1. 

Hindnstan Development Cor¬ 
poration Ltd have been accorded 
consent valid for six months, 
to capitalise Rs 48,05,970 
out of its general reserve and 

basibrn notn^sT 


capital redemption reserve 
and issue fully paid equity 
shares of Rs 10 each as bonus 
shares in tne ratio of 1:2. 

DESEIN (NewDelhi) Private 
Ltd, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 2,16,000 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of 1:1. 

The Indore Private Ltd 
has been accorded consent, 
valid for six months, to capita¬ 
lise Rs 4,00,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of 1:1. 

The Kolhapur Steel Ltd 
has been accorded consent, 
valid for six months, to capita¬ 
lise Rs 8,26,200 out of its 
general reserve and issue fully 
paid equity shatts of Rs 100 
each as bonus shares in the 
ratio of 3:5. 

Johnson and Johnson Ltd 

has been accorded consent, 
valid for six months, to capita- 
lise Rs 72,00,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of 1:1. 

Selvar^fa Mllb Private Ltd, 
Coimbatore, has been accord- 
ed consent, valid "or six months, 
to capitalise Rs 6,00,000 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of 1:1. 

Honaing Development Finance 
Corporation Ltd, Bombay, has 
been accorded consent to issue 
equity capital of Rs 502 lakhs in 
equity shares of Rs 10 each to 
be issued privately for cash at 
par. The proceeds will be utilis¬ 
ed for financing the activities of 
the corporation. The consent 
order is valid for 18 months. 



Reduce your tax buidra and 
Gain 

again 

on your 

Coital 

gains 

If you had held a capital asset for 
a minimum period of 3 years 
and made a capital gain, 

and if you invest the full value of tlw 
consideration (capital plus gain) for 
minimum period of 3 years in one of; 
our deposit schemes* 

you will reduce your tax burden . 
and get full exemption on 
the capital gain. 

For any portion of the 
consideration value deposited, 
you'll get proportionate exemption. 


Call at any of our Branchea 
for friendly advice. 
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Alexander committee on 
import-export policies 


RECbRDS 


AND 


STATISTICS 


The high-powered Alexander Committee, constituted 
on November 1,1977, to review the existing import- 
export policies and procedures and to recommend 
suitable changes in them, has submitted its report 
to the government. The government would now consider 
its recommendations which could help formulate 
our long-term strategy towards exports and Imports. 

A decision on the report would be taken before 
the formulation of the import policy for the next 
financial year. This is a summary of the finding 
and proposal of the committee. 


The iMPORT-Export Control 
Act of 1947 was intended as 
an instrument to *‘prohibit, 
restrict or otherwise control 
imports and exports”. In the 
successive import policies for¬ 
mulated by the government 
all these years the basic objec¬ 
tive of “controls” had been 
prominently kept in view. 
Controls had also brought in 
their wake a plethora of com¬ 
plicated and cumbersome pro¬ 
cedures and formalities, which 
had become the nightmare of 
industrialists and traders. 
Massive Dose 

As soon as the new govern¬ 
ment took charge, a massive 
dose of liberalisation was in¬ 
ducted into the import control 
system. However, the policy 
framework and institutional 
structure remained more or 
less the same as it was in 1947. 

The government have recog¬ 
nised that mere liberalisation 
of policy by itself will not be 
adequate to serve the needs of 
trade and industry in the con- 
text of the structural changes 
which have taken place in the 
economy as a whole and more 
particularly the new directions 
and priorities of planning and 
development. What was re¬ 
quired was a radical change in 
the policy framework, simpli¬ 


fication and rationalisation of 
procedure and promotional 
approach. The Alexander 
committee was appointed by 
the government for this pur¬ 
pose. 

Besides Dr Alexander the 
committee consisted of Mr 
R. N. Malhotra, additional 
secretary, department of Eco¬ 
nomic Affairs; MrM.R. Shroff, 
additional secretary (Banking), 
department of Economic 
Affairs; Mr K. V. Seshadri, 
Chief Controller of Imports and 
Exports; and Dr Bimal Jalan, 
economic adviser, ministry of 
Industry. The committee co¬ 
opted as members, Mr P.K. 
Kauf, additional secretary, 
ministry of Commerce; Mr 
G S. Sawhney, member—Cus¬ 
toms, ministry of Finance; Dr 
Vijay Kelkar, eonomic adviser, 
ministry of Commerce; and 
Dr V.R. Panchamukhi, Chief, 
Research and Analysis Division, 
Trade! Development Authority. 

Questionnaire Approach 

The committee had prepared 
a comprehensive questionnaire 
on the main issues and pro* 
blems relating to its terms of 
reference and circulated it 
widely by direct mailings and 
publicity through specialised 
journals. More than 3,000 


questionnaires were mailed in 
this manner and replies have 
been received from a very 
large number of individuals 
and institutions. The commit¬ 
tee held discussions with re¬ 
presentatives of trade and in- 
dustry and export promotion 
organisations and state govern¬ 
ment officials at various cen¬ 
tres such as Delhi, as Bombay, 
Calcutta, Madras, Ahmeda- 
bad, Kanpur, Cochin and 
Bangalore. 

Shift in Emphasis 

The report submitted by the 
committee contains recom¬ 
mendations aimed at provid¬ 
ing a new policy framework 
with a shift in emphasis from 
“controls” to “development.” 
Although these recommenda¬ 
tions are based mainly on the 
Plan priorities and develop¬ 
ment needs of the economy, 
the committee has also takent 
into account its beneficial effect, 
on the process of expansion of 
world trade. The committee 
has expressed the hope that 
its report will provide guide¬ 
lines along which contributions 
consistent with India’s deve¬ 
lopment, financial and trade 
needs could be made in the 
context of the Multilateral 
Trade Negotiations now in 
their final phase in Geneva. 

Regarding import policy for 
raw materials, spare parts and 
components for industrial uses, 
the committee recommends 
that there should be only two 
categories of items which 
should be specifically listed in 
the import policy i.e.: (a) those 
which are restricted; and (b) 


those which are banned. 
Licences should be issued only 
for items listed in the restrict¬ 
ed category. These licences 
will not carry a list of items or 
prescribe item-wise restrictions. 

Licences to be issued to ex¬ 
isting industrial units will be 
equal to past consumption of 
restricted items plus 10 per 
cent. In order to decentralise 
the issue of licences, even in 
regard to industries coming 
under the .purview of the 
Director-General of Technical 
Development, Textile Commis¬ 
sioner and others, licences will 
be issued by regional offices 
of CCI & E. 

For those units which require 
higher value of licences be¬ 
cause of projected increase in 
production, the facility of 
supplementary licences will 
continue. 

Unlisted Items 

Items which arc not speci¬ 
fically listed as restricted or 
banned would be permitted for 
free imports by industrial users 
without the formality of a 
licence. So far the policy was 
that any item which was not 
specifically indicated in the 
import policy book, was assu¬ 
med to be banned. The change 
now being recommended is 
that for items which arc not 
listed, imports will be permit¬ 
ted under Open General 
Licence. 

On purely economic grounds 
under a situation of un-res- 
tricted access to imports, the 
committee was of the view 
that items permitted under 
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Open Genera] Licence need not 
carry an ^^actual user” (AU) 
condition. However, in order 
to minimise the risks the com¬ 
mittee recommends that the 
<<actua] user"’ condition, as 
currently in force, may con¬ 
tinue for one year more. In 
the light of experience gained 
with the new policy, this con¬ 
dition may be reviewed for 
possible relaxation. 

Regarding estcablished im¬ 
porters, the present system of 
providing quota licences is not 
very satisfactory as it has 
tended to perpetuate the mono¬ 
poly position of a few traders 
which were in import business 
a long time ago. The commit¬ 
tee, therefore, recommends 
that quota licensing for Es¬ 
tablished Importers should 
be dispensed with. 

The committee recognises 
that for certain items eg., 
spares and books, etc., it 
would be necessary to provide 
for import for purposes of 
“stock and sale”. The commit¬ 
tee, therefore, recommends that 
a selected list of such items 
may be put on Open Genera] 
Licence. The ^actual user" con- 
dition would, of course not 
apply to such items. 

Import of Technology 

The committee has recom¬ 
mended that a liberal and dyn¬ 
amic view of the import of 
technology should be t.)ken, 
keeping in view national prio¬ 
rities and the present state of 
development of indigenous 
technology. 

In order to provide a suit¬ 
able framework for production 
and export planning, the com¬ 
mittee recommends that import 
policy should be stable for a 
period of at least three years. 
Itemwise changes in policy 
should be confined to a mini¬ 
mum during this period and 


should be made not more than 
once in a year. 

The committee has recom¬ 
mended that, in Aiture, re¬ 
plenishment licences (REP 
licences) should be issued only 
for import of banned and cana¬ 
lised items and packing mate¬ 
rials linked to the export pro¬ 
ducts. The value of such licen¬ 
ces would also be related to 
the amount of materials used 
in products actually exported. 
In other words, only that part 
of the materials would be re¬ 
placed through this system as 
are exported out of the coun¬ 
try. Such REP licences would 
be transferable. 

Cash Assistance 

While recognising the pro¬ 
motional role of cash assis¬ 
tance in country’s export 
efforts, tlie committee has felt 
that rationalisation of criteria 
for cash assistance is necessary. 
Cash assistance should be 
based upon three principles: 

(a) Compensation for these 
indirect taxes in the production 
cost which are not refunded 
through the duty drawback 
system; 

(h) Compensation for freight 
differentials and differentials in 
other costs; and 

(c) For providing initial pro¬ 
motional expenditure for new 
products and indeveloping new 
markets. 

The committee has recom¬ 
mended that the new cash as¬ 
sistance rales based on these 
criteria should be worked out 
and brought into effect from 
the year 1979-80. For the year 
1978-79, the present pattern of 
cash assistance should conti¬ 
nue. 

With a view to reducing the 
multiplicity of export incen¬ 
tives and reducing work-load on 
disbursing agencies, the com¬ 
mittee has recommended that 
5 


all products for which the ag-. 
gregate of duty draw-back rate 
and cash assistance is curren¬ 
tly 25 per cent or less, should 
carry a combined rate. In 
other words, cash assistance 
would be admissible at the 
combined rate and there would 
be no separate duty draw-b^k 
rate. 

As in the case of import 
policy the committee has re¬ 
commended that export policy 
should also be stable for a 
period of three years. 

The committee has recom¬ 
mended that the policy of cana¬ 
lisation should be restricted 
only to those items which meet 
certain speciGc criteria, like 
advantages of balking, better 
service to consumers, prevent¬ 
ing unfair trade practices and 
assurance of long-term supply. 
A number of items have been 
identified by the committee, 
whose exports or imports can 
be decanalised. 

Public sector canalising 
agencies may be exempted 
from licensing procedures for 
import of canalised items and 
the requirement of issue of re¬ 
lease orders to actual users for 
canalised items should be abo¬ 
lished. 

Role of Export Houses 

The committee recommends 
that a manufacturing concern 
should not be appinted as the 
canalising agency for items 
produced by it. 

The committee recognised the 
importance of the role of ex¬ 
port houses in providing wide 
range of export services to the 
exporting community and re¬ 
commended that the export 
houses may be given suitable 
facilities. They should get 
their usual REP benefits on 
their own exports. 

Export houses should be 
given additional import licen¬ 
ces of the value of one third of 


the fob value of exports of 
tire select products, manufac¬ 
tures by small scale and cot¬ 
tage industries and fiveper cent 
of the fob value of exports 
of select products manufactur¬ 
ed by other units, with the 
provision that such licences 
would be valid for restricted 
items with Rs 200,000 in value 
as a ceiling for each item. 

Export houses can deal with 
all types of machinery and 
equipment permissible for im¬ 
port Under the general policy 
for stock and sale purposes. 

Recognising the importance 
of easy supply of impor. 
ted inputs at competitive prices 
to small-scale sector the com¬ 
mittee has recommended a 
number of special measures. 

Bulk Orders 

In respect of canalised items 
the state small-scale corpora¬ 
tions could be permitted to 
bulk the orders on behalf of 
the various small-scale units 
and avail of the delivery on 
high seas and thereby avoid 
payment of sales tax. 

Small-scale industries units 
who are unable to take advan¬ 
tage of bulk deliveries on high 
seas have to pay sales tax 
through canalising agencies. 
The committee has recommen¬ 
ded that pricing policies of the 
canalising agencies should be 
such that the delivered cost of 
canalised materials to small 
industries are not higher than 
those for large units. 

For non-canalised items 
small-scale units could place 
their indents on state small 
scale corporations which in turn 
arrange the import of these 
inputs on their behalf notwith¬ 
standing the attachment of 
AU condition on the OOL 
items. 

With a view to encouraging 
formation of SSI consortia the 
committee has recommended 
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that $SI groups and consor¬ 
tia should be given all the faci¬ 
lities ivhich are available to re¬ 
cognised export houses. 

The export promotion coun¬ 
cils (EPCs) should constitute 
separate panels of small-scale 
sector with a view to providing 
services to the SSI sector. TDA, 
DCSSI and SSI panels of the 
EPCs should function in close 
coordination with each other. 

All small-scale units should 
be granted licences under free 
foreign exchange 

Taking note of the recom¬ 
mendations given earlier that 
import-export policy should 
play developmental role, the 
committee recommend that the 
designation of Chief Controller 
of Imports & Exports should 
be changed to Director General 
of Foreign Trade (DGFT). 

The committee has recom¬ 
mended that the staff of Direc¬ 
tor General Foreign Trade, herc- 


ACCORDiNG TQ the quick esti¬ 
mates, the national income in 
1976-77 shows an increase of 
1.4 per cent over the pre¬ 
vious year. There has been 
a fall of 0.6 per cent in the 
per capita income because of 
an overall increase of two per 
cent in population. Growth 
rate has been quite low dur¬ 
ing 1976-77 mainly on account 
of low level of agricultural 
production as compared to 
the previous year. At 1970-71 


after be used not only for the 
usual licensing functions but 
also for promotional activities 
such as assistance to the im¬ 
porters in regard to informa¬ 
tion, import management, ser¬ 
vicing tiie exporters, analysis of 
data of trade and prices etc. 

DGFT should continuously 
review the cash assistance rates 
and other incentive schemes to 
provide suitable advice to the 
government. 

DGFT office should be a 
nodal point for dealing with 
the various problems of the 
exporters which are concerned 
with the different ministries 
and departments of the govern, 
ment. 

It is necessary that there is a 
central place for dealing with 
the various types of complaints 
in the export activities. DGFT 
should be the focal point for 
initiating actions in regard to 
various complaints. 


prices the national income 
is estimated at Rs 40,164 cror- 
es in 1976-77 and Rs 39,626 
crorcs for 1975-76. The cor¬ 
responding estimates of per 
capita income are Rs 655 and 
Rs 659 respectively. 

As already indicated, the 
marginal rise in national in¬ 
come in 1976-77 has been due 
to the low performance of the 
agricultural sector. Production 
of foodgrains declined from 
121.0 million tonnes in 1975- 


The committee has recom¬ 
mended that with a view to 
bringing about greater coordi¬ 
nation between the licensing 
system and the customs pro¬ 
cedures, the joint weekly meet¬ 
ing that takes place at present 
should be given a formal status 
with full authority for decid¬ 
ing the relevant issues. This 
should assist the importers and 
exporters by minimising the 
delays. 

The functions of DGFT 
should be suitably decentralis- 
ed and liaison with export pro¬ 
motion councils and state 
directorates of industries be 
established so as to be able to 
provide promotional services 
in the different parts of the 
country. 

Noting the inadequacy of the 
existing network of commercial 
representatives and their func¬ 
tions the committee has rccom- 


76 to 111.6 million tonnes in 
1976-77 while production of 
oilseeds fell from 9.9 million 
tonnes to 7.8 million tonnes. 
These have resulted in an over¬ 
all shortfall of six per cent in 
the net product of agriculture. 
All other sectors, however, 
registered substantial increase. 
Noteworthy among them are; 
registered manufacturing (9.7 
per cent); construction (3.6 
per cent); electricity, gas and 
water supply (11.1 per cent) 
and railways (7.4 per cent). 

At current prices, the nation¬ 
al income in 1976-77 stands at 
Rs 64,279 crorcs with the per 
capita incomeat Rs 1,049. The 
corresponding estimates for 
1975-76 are Rs 60,596 crorcs 
and Rs 1,008 respectively. 

Private consumption ex- 


mended that a separate cadre | 
of commercial representatives 
(CPs) should be established. | 
Recruitment for the cadre j 
of commercial representatives j 
should be made from person. • 
nel belonging to all India and ' 
central services, experienced 
commercial personnel of pub¬ 
lic sector organisations, export 
service organisations such as 
EPCsJDA,IIFTctc. The com¬ 
mercial representatives should 
be given thorough training on 
marketing procedures, techni¬ 
ques of conducting market sur¬ 
veys etc. There should also be 
refresher courses which should 
be attended by commercial re¬ 
presentatives every three years. 
The tenure of the commercial 
representatives should be lon¬ 
ger than at present and com¬ 
mercial representatives should 
be given suitable autonomy 
and more efficient facilities 
and manpower. 

penditure in 1976-77 estimated 
at Rs 55,111 crores, accounts 
for 71.6 per cent of the gross 
national product at current 
market prices. There has 
been a significant fall in this 
share over the last year (73.6 
per cent) mainly due to larger 
savings. The pattern of con¬ 
sumption expenditure has re¬ 
mained more or less steady, 
the food items accounting for 
the major share of the total 
expenditure. 

Demestic saving in 1976-77 
amounts to Rs 11,517 crores 
which is roughly 15.9 per 
cent of the net domestic pro¬ 
duct. The rate of saving this 
year has been the highest ever 
reached so far and compares 
favourably with the rale of 
14.6 per cent in the last year. 
The higher rate* is due to 
the substantial increase in the 
savings of the household sector 
and to some extent, in the 
contribution of public sector 


Estimates of national product, saving 
and capital formation, 1976-77 

The quick estimates of national income for the year 
1976-77 have been released by the Central Statistical 
Organisation along with the detailed annual White 
Paper on National Accounts Statistics, 1970-71 to 
1975-76. The present series gives the estimates of 
national Income at constant prices with the revised base 
of 1970-71. This used to be 1060-61 In the past. 

The revised series takes into account the structural 
changes in the economy since 1960-61 as well 
as fresh data in respect of working force derived from 
the 1071 Population Census. 
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Tabus I 

NM Nfttioiial Prodnct at Factor Coat 


(Rs crores) 




At current prices 



At 1970>71 prices 


Industry 

l976-77(g 

I975-76* 

1974-75* 

1976-77@ 

1975-76* 

1974-75* 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1. agriculture 

25258 

24842 

27226 

16363 

17419 

15684 

2.. forestry and logging 

821 

752 

648 

614 

531 

451 

3. iishing 

541 

498 

440 

312 

294 

284 

4. mining and quarrying 

895 

909 

655 

459 

444 

401 

sub-total: primary 

27515 

27001 

28969 

17748 

18688 

16819 

S. manufacturing 

10538 

9555 

9063 

6112 

5644 

5502 

5.1 registered 

6659 

5579 

5736 

3817 

3478 

3451 

5.2 unregistered 

3879 

3576 

3327 

2295 

2166 

2051 

6, construction 

3970 

3428 

2783 

2289 

2089 

1845 

7. eicctricity, gas and water supply 

743 

618 

499 

451 

406 

383 

sub-total: secondary 

15251 

13601 

12345 

8852 

8139 

7730 

8. transport, storage and communication 

3357 

2951 

2586 

2213 

2078 

1896 

8.1 railways 

981 

815 

666 

701 

653 

576 

8.2 transport by other means and 

Storage 

1857 

1763 

1594 

1203 

1138 

1052 

8.3 communication 

519 

373 

326 

309 

287 

268 

9. trade and hotels and restaurants 

8271 

7956 

7584 

4693 

4598 

4297 

sub total: transport. 

communication and trade 

11628 

10907 

10170 

6906 

6676 

6193 

10. banking and insurance 

1955 

1775 

J346 

1028 

823 

694 

11. real estate and ownership of dwellings 

and business services 

1641 

1438 

1333 

1213 

1164 

1132 

sub-total: finance and real estate 

3596 

3213 

2679 

2241 

1987 

1826 

12. public administration 

3480 

3230 

2855 

2477 

2259 

2097 

13. other services 

3064 

2899 

2678 

2031 

1968 

1907 

sub'total* community and personal 
services 

6544 

6129 

5533 

4508 

4227 

4004 

14. total: net domestic product at 

factor cost 

64534 

60851 

59696 

40255 

39717 

36572 

15. net factor income from abroad 

CM 

1 

(-) 255 ( 

-) 279 

(-)9I 

(-)91 

(-)117 

16. total: net national product 

64279 

60596 

59417 

40164 

39626 

36455 

17, population (million) 

613 

601 

590 

613 

601 

590 

18. per capita net national product 
per capita income (Rs) 

1P48.6 

1008.3 

1007.1 

655.2 

659.3 

617.9 


@ Quick estimates * Provisinal 
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non-(tepartmenta] enterprises. 
Private corporate sector oonti* 
nued to register a declining 
trend of saving. 

There has been some dec¬ 
line in the rate of capital for¬ 
mation during the year, ftom 
14.4 per cent in 1975-76 to 
13.9 per cent in 1976-77. essen¬ 


tially as a result of low per¬ 
formance of the corporate sec¬ 
tor and a decline in the stocks 
held by the public sector. - 
A significant feature is that 
the rate of saving this year 
is substantially higher than 
the rate of capital formation 
(15.9 per cent and 13.9 per 


respectively). This is mostly 
due to a favourable balance of 
trade and large remittances 
'from abroad. 

The White Paper on Nation, 
al Accounts Statistics, 1975-76 
presents data for the period 
1970-71 to 1975-76. and gives 
as usual the details of nation¬ 


al income, consumption expen¬ 
diture, saving. capital formation 
and factor incomes. The White 
Paper presents for the first 
time a M X 60 inter-industiy 
table (1968-69) and compar¬ 
able estimates of capital for¬ 
mation and saving for the 
period 1950-51 to 1959-60. 


Table II 

Net Domestic Product at Factor Cost 
(percentage distribution) 




At current prices 


At 1970-71 prices 


Industry 

1976-77@ 

1975-76* 

1974-75* 

1976.77@ 

1975-76* 

1974-75 

0) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1. agriculture 

39.1 

40.8 

45.6 

40.7 

43.9 

42.9 

2. forestry and logging 

1.3 

1.3 

1.1 

1.5 

1.3 

1.2 

3. fishing 

0.8 

0.8 

0.7 

0.8 

0.8 

0.8 

4. mining and quarrying 

1.4 

1.5 

1.1 

1.1 

1.1 

1.1 

sub-total: primary 

42.6 

44.4 

48.5 

44.1 

47.1 

46.0 

5. manufacturing 

16.3 

15.7 

15.2 

15.2 

14.2 

150 

5.1 registered 

16.3 

9.8 

9.6 

9.5 

8.8 

9.4 

5.2 unregistered 

6.0 

5.9 

5.6 

5.7 

5.4 

5.6 

6. construction 

6.2 

5.6 

4.7 

5.7 

5.3 

5.0 

7. electricity, gas and water supply 

1.1 

1.0 

0.8 

I.l 

1.0 

I.l 

sub-total: secondary 

23.6 

22.3 

20.7 

22.0 

20.5 

21.1 

8. transport, storage and communication 

5.2 

4.8 

4.3 

5.5 

5.2 

5.2 

8.1 railways 

1.5 

1.3 

1.1 

1.7 

1.6 

1.5 

8.2 transport by other means and 

storage 

2.9 

2.9 

2.7 

3.0 

2.9 

2.9 

8.3 communication 

0.8 

0.6 

0.5 

0.8 

0.7 

0.7 

9. trade and hotels and restaurants 

12.8 

13.1 

12.7 

11.6 

11.6 

II.7 

sub-total: transpport, communication 

and trade 

18.0 

17.9 

17.0 

17.1 

16.8 

16.9 

10. banking and insurance 

3.0 

2.9 

2.3 

2.6 

2.1 

1.9 

11. real estate and ownership of dwellings 

and business services 

2.6 

2.4 

2.2 

3.0 

2.9 

3.1 

sub total; finance and real estate 

5.6 

5.3 

4.5 

5.6 

5.0 

5.0 

12. public administration 

5.4 

5.3 

4.8 

6.2 

5.7 

5.8 

13. other services 

4.8 

4.8 

4.5 

5.0 

4.9 

5.2 

sub-total- commonlty and personal 

services 

10.2 

10.1 

9.3 

11.2 

10.6 

11.0 

14. total: net domestic product at 

factor cost 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


@ Quick estimate * Provisionai 
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Table III 


Nitiwtl Prodwt st FBdor Coit 
. (at currant prices) 


Industry 


Rupee* croKB 


Percentage increase 

1971-75* 

1975-76* 

1976-77® 

1974-75 

1975-76 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1. agriculture 

27226 

24842 

25258 

(-) *8 

1.7 

2. forestry and Jogging 

C48 

752 

821 

16.0 

• 9.2 

3. fishing 

440 

498 

541 

13.2 

8.6 

4. mining and quarring 

655 

909 

895 

38.8 

(-) 1.5 

sub-total: primary 

28969 

27001 

27515 

(-)6.8 

1.9 

5. manufacturing 

6063 

9555 

10538 

5.4 

10.3 

5.1 registered 

5736 

5979 

6659 

4.2 

II.4 

S.2 unregistered 

3327 

3576 

3879 

7.5 

8.5 

6. construction 

2783 

.’428 

3970 

23.2 

15.8 

7. electricity, gas and water supply 

499 

618 

743 

23.8 

20.2 

sub-total; secondary 

12345 

13601 

15251 

10.2 

12.1 

8. transport, storage and communication 

2586 

2951 

3357 

14.1 

13.8 

8.1 railways 

666 

815 

981 

22 A 

20.4 

8.2 transport by other means and 






storage 

1594 

1763 

1857 

10.6 

5.3 

8.3 communication 

326 

373. 

519 

14.4 

39.1 

9. trade and hotels and restaurants 

7584 

7956 

8271 

4.9 

4.0 

sub-total: transport, communication 






and trade 

10170 

10907 

11628 

7.2 

6.6 

10. banking and insurance 

1346 

1775 

1955 

31.9 

10.1 

11. real estate and ownership of dwellings 






and business services 

1333 

1438 

1641 

7.9 

14.1 

sub-total: finance and real estate 

2679 

3213 

3596 

19.9 

11.9 

12. public administration and defence 

2855 

3230 

3480 

13.1 

7.7 

13. other services 

2678 

2899 

3064 

8.3 

5.7 

sub-total: community and personal 






services 

5533 

6129 

6544 

10.8 

6.8 

14. total: net domestic product at 






factor cost 

59696 

60851 

64534 

1.9 

6.1 

15. net factor Income from abroad 

(-) 279 

(-) 255 

(-)255 



16. total: net national product 

59417 

60596 

64279 

2.0 

6.1 

17. population (million) 

590 

601 

613 

1.9 

2.0 

18. per capita net national products per 






capita income (Rs) 

1007.1 

1008.3 

1048.6 

0.1 

4.0 


@ Quick estimates * Provisional 
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TaiuIV 


Net NatfoMi Frodact gt Factor Cost 
(at 1970.71 prices) 



Rupees crores 


Percentage increase 

Industry 

1974.75* 

1975-76* 

1976-77@ 

1975-76 

1976-77 





1974-75 

1975-76 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

I. atricullure 

15684 

17419 

16363 

11.1 

(-)6.l 

2. forestry and logging 

451 

531 

614 

17.7 

15-6 

3- Ashing 

283 

294 

312 

3.9 

6-1 

4. mining and quarrying 

401 

444 

459 

10.7 

3.4 

suMotal: prinary 

16819 

18688 

17748 

(-)11.1 

5.0 

S. manulacturing 

5502 

5644 

6112 

2.6 

8.3 

5 1 registered 

.3451 

3478 

3817 

0.8 

9-7 

5.2 unregistered 

2051 

2166 

2295 

5.6 . 

6.0 

6. construction 

1845 

2089 

2289 

13.2 

9.6 

7. electricity, gas and water supply 

383 

406 

451 

6.0 

11.1 

snb'total secondary 

7730 

8139 

8152 

5-3 

8-8 

8. transport, storage and communication 

• 1896 

2078 

2213 

9-6 

6.5 

8.1 railways 

576 

653 

701 

13.4 • 

7.4 

8.2 transfort by other means and 






storage 

1052 

1138 

1203 

8.2 

5.7 

8.3 communication 

268 

287 

309 

7.1 

7.7 

9. trade, hotels and restaurants 

4297 

4598 

4693 

7-0 

2.1 

sub-total transport, communication 






and trade 

6193 

6676 

6906 

7.8 

3.4 

10. banking and insurance 

694 

823 

1028 

18.6 

24.9 

11. real estate and ownership of dwellings 






and business services 

1132 

1164 

1213 

2.8 

4.2 

snb-totai: finance and real estate 

1826 

1987 

2241 

8-8 

12-8 

12. public administration and defence 

2097 

2259 

2477 

7.7 

9.7 

13. other services 

1907 

1968 

2031 

3-2 

3.2 

sab-total: commniiity and parsoial 






services 

4004 

4227 

4508 

5.6 

6.6 

14- total: net domestic product at factor com 

36572 

39717 

40255 

8.6 

1.4 

15. net fiictor income from abroad 

(-) *17 

(-)91 

(-)9I 



16. total: net national product 

36455 

39626 

40164 

8-7 

1-4 

17 DODulation fmillionl 

590 

601 

613 

1.9 

2-0 

18- per capita net national products: per 




• 


capita income (Rs) 

617.9 

659-3 

655.2 

6-7 

(-)0.6 

@ Quick estimates * Provisional 
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Tabu'V 

National Prodnct, CfMMmption, Saving and Owltnl Formation 




At current prices 

At 1970-71 prices 


Iteme 

I976-77@ 

1975-76* 

1974-74* 

1976-77@ 

1975-76* 

1974-75 

1 

2 

3 

4 

5 

6 

7 

1. net national product (Rs crorcs) 

64279 

60596 

59417 

40164 

39626 

36453 

2. per capita net national product (Rs) 

1049 

1008 

1007 

655 

639 

618 

3. private final consumption cxpendi- 

turc (Rs crores) 

4* per capita private final consumption 

53111 

53472 

53348 

34291 

34451 

32052 

expenditure (Rs) 

890 

890 

904 

559 

573 

543 

5. domestic capital formation (Rs crores) 

5.1 gross 

14858 

14287 

13300 

8158 

8025 

8084 

5.2 net 

10090 

9887 

9514 

5433 

5451 

5650 

6. domestic saving (Rs crorcs) 

6.1 gross 

16285 

14402 

12648 

— 

— 


6.2 net 

7. dome .tic product at market prices (Rs 

11517 

crores) 

10002 

8862 

— 

— 

— 

7.1 gross 

77192 

72953 

70034 

46822 

46214 

42376 

7.2 net 

72424 

68353 

66248 

44099 

43640 

40142 

8. rate** of capital formation 

8.1 gross 

19.2 

19.6 

19.0 

17-4 

17.4 

19.0 

8.2 net 

13-9 

14-4 

14.4 

12.3 

12 5 

141 

9. rate**** of saving 

9.1 gross 

21.1 

19.7 

18.1 

— 

— 

—1 

9.2 net 

15-9 

14.6 

13 4 

— 

— 

— 

(rt) Quick estimate ^Provisional 

as per cent of gross/net domestic product at market prices. 

Table VI 

Private Final Consumption Expenditure 

(Rs crores) 


At current prices At 1970-71 prices 



item 

1976-77® 

1975-76* 

1974-74* 

1976-77® 

1975-76* 

1954-75* 

1. 

food, beverages Sc tobacco 

H7S7 

34552 

35809 

22341 

23079 

21143 

2. 

clothing & footwear 

4305 

4119 

4042 

2733 

2646 

2498 

3. 

fuel and power 

2101 

1973 

1676 

1146 

1096 

1003 

4. 

gross rent 

2343 

2116 

1943 

1S69 

1521 

1488 

5. 

furniture, furnishings, househould equipment 
and operation 

2081 

1891 

1764 

1165 

1032 

1052 

6. 

others 

9524 

8821 

8114 

5337 

5057 

4868 

7. 

total 

55111 

53472 

33348 

34291 

34451 

32052 


@ Quick estimates * Provisional 
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Table VII 

Net Domcatic Savfog at Cmreat Prices 


(Rs crores) 

Item 

1976-77® 

1975-76* 

1974-75* 

]. household sector 

9028 

7122 

5897 

l.l financial assets 

4290 

3870 

2546 

1.2 physical assets 

4738 

3252 

3351 

2. private corporate sector 

118 

374 

' 775 

2.1 non-govt, corporate sector 116 

314 

718 

2.2 cooperative banks and 




societie.s 

71 

60 

57 

3. public sector 

2302. 

2506 

2190 

3.1 general government 

1843 

2223 

1731 

3.2 non-departmental 




enterprises 

459 

283 

459 

4. total net domestic 




saving (lakhs) 

11517 

10002 

8862 

@ Quick estimates * Provisional 



Table VIII 



Capital Formation at Current Prices 




, (Rs crores) 

Item 

1976-77® 

1975-76* 

1974-75* 

(1) 

(2) 

(3) 

(4) 

gross domestic capital formation 




I. by type of assets 

14858 

14287 

13300 

1. construction 

9098 

8007 

6376 

2. machinery &, equipment 

5592 

5101 

4406 

3. change in stocks 

2669 

3035 

3813 

4. i:rrors and omissions 

—2501 

—1856 

—1295 

11. by institutions 




1. public 

7749 

7480 

5941 

1.1 buiidiDg.s 

635 

5?5 

560 

1.2 roads, bridges & 




Other construction 

2537 

2078 

1966 

1.3 machinery & trans- 




port equipments 

2663 

2109 

1523 

1.4 others 

458 

516 

296 

1.5 net purchase of 




physical assets 

—85 

—70 

64 

1.6 change in stocks 

1541 

2312 

1704 

2, private 

9610 

8663 

8654 

2.1 private corporate 

1674 

2455 

2940 

2.1.1 construction 

219 

205 

184 

2.1.2 machinery & 




equipment 

978 

1393 

1139 


— Contd. 


Directorate of Purchase and Stores 

The Director, Directorate of Purchase and Stores, Department of 
Atomic Energy, Bombay invites tenders as detailed below. 

1. DPS:NAPP-PPED:STC:36dueon 14.3.78. Boiler quality Carbon 
Steel Sheets as per tender documents—3.IS mm thick Qty. 140 M.T. 

2. DPS;PPED:M1A; 483 due on 21.3.78. Rotameters with 316 SS 
tube and float. Scale length 127 mm, Accuracy d;2% Complete with elec¬ 
trical transmitter, integrator etc. Qty. 2 Nos. 

3. DPS: NAPP-PPED;ENG;106due on 10.3.78. Manufacture, ins¬ 
pection. testing, supply, delivery at Narora Atomic Power Station Site at 
Narora of Stainless Steel Screen in various sizes, as per tender speciflea- 
tions 48 Nos. 

4. DPS:BARC:IBE:1444 due on 22.3.98. Electron Spectrometer con¬ 
sisting of X ray photoelectron scanning Auger Electron secondary Ion 
Mass Spectroscopy for Ultra high vaccum suface analysis. Qty. 1 No. 

5. DPS: BARC;IEE:I446 due on 22.3.78. Co-ordinatograph with 
rotary tabic for making printed circuit masters. Qty. 1 No. 

6. DPS:BARC:IEE: 1447 due on 23.3.78. Random Pulse Generator. 

7. DPS:BARC:IEE:1448 due on 23.3.78. Floppy Disc drive for com¬ 
puter system. Qty. 1 No. 

8. DPS:BARC:IEE:1452 due on 27.3.78. Integral Assembly with 
photo-multiplier. Qty. 1 No. 

9. DPS:RRC:IEB:390 due on 28.3,78. High resolution hyper pure 
(intrinsic) Germanium detector. Qty 1 No. 

10 . DPS:AMD:IEE:97 due on 28.3.78. Scintillation assembly coupled 
with photomultiplier. Qty 1 No. 

11. DPS:VEC:EE;72 due on 28.3.78. Microcomputer development 
system to support the development and implementation of MCS 80 and 
series 3000 micro-computer system. Qty. 1 No. 

12. DPS:RRC:IEE.393 due on 29.3.78. Piezo electric Hydrophones, 
with Lead Zirconate Titanate piezo electric elements and with excellent 
omni directional characteristics. 

13. DPS:HWP;CAP:497 due on 9.3.78. Centrifugal Separator con¬ 
sisting of disc type bowl, integral positive displacement rotary gear pumps 
complete with electric motor, starter, preheating arrangements, trolley on 
four castor wheels, necessary inter connecting piping and fittings, acces¬ 
sories and spares as per purchaer's specifications. .. 1 unit. 

14. DPS:PPED:FAB:304 due on 10,3.78. Manufacture, inspection, 
testing, packing and delivery to Rajasthan Atomic Power Project Site of 
5-Vane Impellers as per Purchaser^ tender specification and drawing. 
Qty. 2 Nos. 

15. DSP:BARC:ELE;12421 due on 15.3.78. Manufacture, inspec¬ 
tion, testing, packaging, delivery, Sc guarantee of chromel/Alumel duplex 
thermocouple extension wire as per purchaser's specifications* Qty. 4,000 
metres. 

16. DPS;BARC:R-5: CAP:80 due on 31.3.78 Design, submission 
of drawings, manufacture, inspection and testing supply and delivery at 
site of Booster Pumps and Return Pumps, to pump heavy water having 
PH between 5.8 to 7.5 and density 1.1 gm/cc. and temperature of 70*'C, 
as per purchaser's tender documents. Booster Pumps, capacity 350 
litrcs/minutc . . 2 NOS./Return Pumps, capacity 100 litrcs/miniite. . 2 Nos. 

17. DPS:TAPS:FAB: 17 due on 27.2.78. Fabrication and supply 
of stainless steel spent fuel storage racks as per purchaser's specification 
and drawing- Qty. 2 Nos. 

18. DPS:BARC:R-5/rAB:45 due on 14.3.78. Manufacture, shop test¬ 
ing and commissioning of Penonnel Air Locks each comprising of 2 Nos. 
of fabricated air tight structural steel doors each 1.3 M wide \ 2.2 M 
high size as purchaser's tender documents and drawings . . 3 sets. 

19. DPS:BARC:R-5/CAP; 81 due on 15.3.78. Design, manufacture, 
testing at works, delivery to site, installation, testing and commissioning of 
centrifugal chiller package unit of capacity 500 TR with ail accessories 
like driving motor, starter pumps piping etc. as per Purchaser Tender 
document and drawings--1 Unit- 

Tender documents priced Rs. 5 for item 1; Rs 10 each for items 
2,3; Rs 20 each for items 6,7,8,10.12; Rs 25 each for items 1^,14,15; 
Rs 40 for item 5; Rs 60 each for items 4,9,11; Rs 100 each for 16, 17; 
Rs 200 for item 18; Rs 300 for item 19, and General conditions of cont¬ 
racts priced Rs 0.50 P for all items except them 14,17.18, can be had 
from (he Finance and Accounts Officer, Department of Atomic Energy* 
Directorate of Purchase and Stores 3rd floor, Mohatta Bldg, Palton 
Road, Bombay-400(K)I between 10 a.m. and 1 p.m. on all working 
days except on Saturdays for ail items e.\cept item 13,16,19 for which 
tender documents available iipto 3.3.78, 27.3.78. iO.3.78 respectively. 
Import licence will be provided only if the items are not available indi¬ 
genously foi all items except items are not available indigenously for 
items except items 2;14,15,17,18. Tenders will be received upiu 3 p.m. 
on the due date shown above and will be opened at 4 p.m. on the same 
day. The right is reserved to accept or reject lowest or any tenders in 
pan or full without assigning any reasons. 

davp 645(30,3)/77 
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I 

2 

3 

4 


2.1.3 change in stocks 

477 

857 

1617 


2.2 household . 

7851 

6138 

5778 


2.2.1 construction 

5592 

5057 

3734 


2.2.2 machinery St 





equipment 

1608 

1215 

1552 


2.2.3 change in stocks 

651 

—134 

492 


2.3 net purchase of 





physical assets 

85 

70 

—64 


3. errors & omissions 

—2501 

—1856 

—1295 

net domestic capital formation 

10090 

9887 

9514 


1. public 

6861 

6678 

5257 


2. private 

5730 

5065 

5552 


2.1 private corporate 

907 

1743 

226S 


2.2 household 

4738 

3252 

3351 


2.3 net purchase of 





physical assets 

85 

70 

-64 


3. errors Sc omissions 

—2501 

—1857 

—1295 


@ Quick estimates ^ 

Provisional 




Table IX 




Net Domestic Capital Formation by industry of Use 


at Curroit Prices 






(Rs crores) 


Industry 

1976-77® 

1975-76* 

1974-75* 

I. 

agriculture 

1331 

948 

799 

2. 

registered manufacturing 

2617 

2597 

2903 

3. 

railways 

303 

294 

270 

4. 

communication 

179 

159 

121 

5. 

public administration Sc defence 1092 

1213 

1216 

6. 

others 

4568 

4676 

4205 

7. 

total 

10090 

9887 

9514 


7.1 public 

5730 

6678 

5257 


7.2 private 

6730 

5065 

5552 


7.3 errors and omissions 

—2501 

—1856 

—1295 


@ Quick estimates 

Provisional 



Note: Decrease in net capital formation in 

1975-76 in registered 


manufacturing is due to sleep decline in inventories. 


Table X 




Performance of Public Sector at Current Prices 





(Rs crores) 


Item 

1976-77® 

1975-76* 

1974-75* 


(1) 

(2) 

(3) 

(4) 

I. 

net domestic product 

64534 

60851 

59696 


1.1 public 

12222 

11290 

9584 


1.2 private 

52312 

49561 

50112 

2. 

net domestic saving 

11517 

10002 

8862 


2.1 public 

2302 

2506 

2190 


2.2 private 

9215 

7496 

6672 





— Contd. 


i- 


1 

2 

3 

4 

3. net domestic capital 




fonnation | 

12591 

11743 

10809 

3.1 public 

6861 

6678 

5257 

3.2 private 

5730 

5065 

5552 

4. final consumption expenditure 

62559 

60375 

59335 

4.1 public administration 

7448 

6903 

5987 

4 2 private household and 




non-profit institutions 

55111 

53472 

53348 

percentage share of public 

sector 


1. net domestic product 

18.9 

18.6 

16.1 

2. net domestic saving 

20.0 

25-1 

24.7 

3. net domestic capital formation 

54.5 

56.9 

48.6 

4. final consumption expenditure 

11-9 

11.4 

10.1 


@ Quick estimates * Provisional 
j' Unadjusted for errors Sc omissions 

Table XI 

Income and Outlay Account: Public Administrative Departments 
at Current Prices 


(Rs crorcs) 


Item 1976-77® 

1975-76* 

1974-75* 

(0 

(2) 

(3) 

(4) 

I. expenditure 

11697 

10157 

8685 

1. consumption expenditure 

7448 

6903 

5987 

1.1 compensation of 




employees 

4760 

4478 

4038 

1.2 net purchase of commodi. 




ties and services 

2688 

2425 

1949 

2. interest on public debt 

1062 

822 

607 

3. subsidies 

1528 

1014 

924 

4. current transfers ^ 

1659 

1418 

1167 

II. receipts 

13540 

12380 

10416 

5. income from entrepreneur- 




ship and property 

1356 

944 

790 

5.1 operating surplus 

403 

139 

65 

5.2 interest receipts 

592 

404 

316 

5.3 other property receipts 

361 

401 

409 

6. direct taxes 

2625 

2830 

1968 

7. indirect taxes 

9418 

8716 

7476 

8. miscellaneous 

141 

140 

182 

m* saving aM) 

1843 

2223 

1731 


@ Quick estimates * Provisional 
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37 points 

overy businessman 
ought to know 
about his weight* 


If you want to gain weight (import), 
or shed some (export), in any of 37 points around 
the world, your best bet is Air-India. 

You can pay us in rupees and save your precious 
foreign exchange for times when you really need it 

Remember. We have more originating flights 
from India. And we fly to more destinations 
than any other airline. 

So the next timo you have a weight problem, 
call Air-India or your nearest cargo agent 



:f At)U Dhabi . Accra • Addis Ababa • Aden • Amsterdam . Bachdafl . Bahr^n Bajigkok .* gf 

• S«vc«...c. • S.n..p.~ • • 


• Csiro • Calcutts • Dhahriil 
Madras • Mauritius 
Teheran • Tokyo 


csai/:z2cscs? cDVi' mkk* 
We carry weight 


Printed and Published by R. "P. Aganrala on behalf of the Eastern Economist Ltd., United Commercial Bank Building, 
ftrliament Street, New Delhi, at the New India Press, K-Blodt Connaught Circus, New Delhi. 

• V p-«— Registered at the OPO, London, ss a newspaper 







Uoaond to poM tiiihaal iiMpaynMt tM4 
R0idi;No.D(Q2S7 

lUiWewd the Rogli^ of Wwwip op Mi 
for Indie note No. ILN. SMl/37 


All these products 
have one thing in common 

Chemicals 
from 
AT u L® 



Atu! makes a wide range 
o1 chemicals. They have diverse 
uses such as disinfecting 
water, killing selective weeds 
and plant pests, making 
toothpaste and detergents, 
bleaching and dyeing textiles, 
refining petroleum and 
n'.aking glass. 

The present range 
includes: 

Sulphuric Acid, Oleum 25 %, 
Cholorosuiphonic Acid. Oleum 
60%. Hydrochloric Acid 30%, 
Caustic Soda Lye (Rayon 
Grade), Caustic Soda Flakes 
(Rayon Grade), Potassium 
Hydroxide Flakes, Liquid 
Chlorine, Phosgene Gas, 
Dicaicium Pr^osphate (I.P.), 
Phosphorous Oxychloride, 
Phosphorous Trichloride, 
Sodium Thiosulphate 
(Crystal and Powder) and 
Urethane. 



THE ATUL PRODUCTS UD. 

P.O. ATUL, olkr. VALSAO, PtN: 396020 (GUJARAT). 

T«l: 6t, 62,63,64. Gram:'TUlA* ATUi. Tal«x: ATUL SR.G178-284 

years of constant endeavoiir a nd growth. 







































































































































































































































































































































































































































































































































































































































IS 

STBONG? 


TmI out HMT'« Mochanical Preaaoa: 
Doaignod and built for continuoua high 
production, these presses have an all 
steel-welded frame, all structures of box- 
type construction to provide maximum 
strength and rigidity<-*features which 
you won*t find in other frames. 

Yes. HMT’s range of Mechanical Presses 
is tougher in construction, moro rigid in 
operation. Greater rigidity to give longer 
life to tools, ensure higher quality rf 
pressings. 

Strength apart, HMT's Mechanical 
Presses offer several advantages which 
make them your best buy: 

1. Low inertia clutch and brake, This ensures 
quicker starting and stopping—which 
leads to greater safety. 

Or 

Interlocked clutch and brake* 

Entire clutch and brake unit is keyed to 
the drive-shaft — a fail-safe safety feature. 

2. A special automatic lubrication system. 
Specially guarantees that the machine 
automatically stops in the event of failure. 

3. Non-oscillating barrel type connection 
ensures safe transmission of tonnage. 


4. HMT Presses are offered in various 
designs Crank/Eccentric shaft. Eccentric 
gear/Knuckle joint type 

5. Capacities range from 100 tonnes to 
1600 tonnes. 

6. Finally, all structures are fabricated from 
high quality steel plates and stress 
relieved. 

An HMT extra which gives you 
so much extra: 

Thanks to HMT. you can assemble your 
press on-site with ease. The secret: HMT 
offers hydraulic tie-rod shrinking system 
as an optional extra. This eliminates many 
hours of tedious work, required in the 
conventional shrinking method. You can 
complete the shrinking in just twenty 
minutes. This also ensures uniform shrinking 
of all the four tie rods. 

hmA 

Marketing Division 
HMT Limited 
36 Cunningham Road 
Bangalore ^'062 


For furthor details, write to 
HMT Limited 
Hydaraltad 800884 
OR * 

to our Ro^onal Olfieoa at 
Bomboy, Calcutta, Delhi and Madcaa. 
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Last year, in March, the people went to the poll to reaffirm and re!>tore first princi¬ 
ples. There was a great deal of idealism in this, but the electorate was practical too. 
It sought to push out Mrs Indira Gandhi and her emergency regime, and in the pro¬ 
cess, drive the parly of which she was the leader into the political wilderness. Here it 
succeeded to a remarkable degree. The Indira Gandhi government was brought down 
with a heavy thud and although the Congress party remains a substantial opposition 
party in parliament, its moral basis was shattered and its political foundations violent¬ 
ly shaken. 
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All this left ihc Janata party the legatee of office at the centre. The people had 
to put something else in the place of the Indira Gandhi government and the only 
choice they had was the Janata party, in this sense this party has been on trial from 
the beginning. Even the June elections for ten state assemblies and two union terri¬ 
tories, which saw the Janata party scoring decisive victories in all but three states, 
made no material difference to this situation. Especially in the northern states, where 
the Congress paity had been routed at the earlier Lok Sabha election, the people were 
merely reiterating that rejection. 

The Janata party will be locking horns again with its opponents next week when 
five states and one union territory will be electing new local legislative bodies. The 
scenario however is now quite different. In a sense, the central issue remains the politi¬ 
cal destruction of the individuals and forces which contributed in varying ways to 
the e^ablishment of the emergency regime or the commitment of its excesses. But the 
electorate cannot keep its mind blank on the Janata party's performance during the 
period (which is nearly a year) it has already been in office. It is here that the voters 
in the states now facing elections will have difficulties in delivering a clear verdict, 
or a verdict with a clear conscience. 

For months now the country has been a suffering witness to a breakdown in 
discipline in many important areas of national life. Meanwhile the Janata government 
is yet to secure control over the performance of ilic economy or chart out directions 
for its further development. On the contrary, it has given the impression that its coun¬ 
sels are confused by conflicts and contradictions in the thinking of its leaders or their 
lobbies. In political terms again, the Janata party has been allowing things to drift. 
Thanks to its lack of muscle in dealing even with the discredited remnants of the 
emergency regime, it has not only earned the contempt of the people but it has also 
given scope and opportunities for Mrs Gandhi to pick up the bits and pieces. 

Perhaps of more specific relevance to the forthcoming state elections is the 
fact that the Janata party has miserably failed to maintain even minima] standard 
of political leadership or administpativc performance in the states where its ministries 
are already in power. Bihar, Uttar Pradesh, Haryana, Rajasthan and Madhya Pradesh 
arc today in many respects as badly administered as ever they were and in many more 
respects worse governed than it was their lot any time earlier. On this evidence alone 
the voters in the states who are being called upon to mark the ballot paper next week 
will be fully justified if they cannot summon any particular enthusiasm for the Janata 
party. All the same, given the disturbing possibilities of the ferment in our national 
politics today, it will probably be wise for them to play safe by denying their votes to 
those candidates who, individually, or whose parties have had any shate, whether 
directly or indirectly, with the emergency regime or its excesses. While it is possible 
that the arithmetic of this advice may go against a fair number of Janata candidates 
too, it may nevertheless work out, by and large, in favour of the Janata party. 





Fund for tea development 


The reserve Bank of India Bulletin re¬ 
cently published a study on the finances 
of the tea plantation industry in the 
period 1965-66 to 1974-75, in the 
course of which a suggestion was made 
that the industry should be asked 
to create a special fund by appropriat¬ 
ing a part of its profits every year. The 
Tea Association of India has been prompt 
in responding to this suggestion. At a 
meeting held in the office of the Tea 
Board in Calcutta on January 30, 1978, 
the association’s president Mr S.L. 
Dhanuka, referred to the study of the 
Reserve Bank and proposed that a tea 
development fund should be set up. 
According to a press note issued by the 
association on February 8. Mr Dhanuka 
said that the fund could be operated in 
conjunction with the Tea Board and 
that tea gardens should deposit 50 per 
cent of their net profits into a recognis¬ 
ed bank every year for the creation of 
the fund. This deposit is to be treated 
as deductible expense under the provi¬ 
sions of the Income Tax Act 1961 and 
the gardens may draw up to 20 per cent 
of the deposit and use it for meeting the 
cost on machinery, extension planting 
and replacement. 

Tea Board's reaction 

The association has not revealed what 
is the reaction of the Tea Board to the 
proposal to create a development fund. 
The board probably has asked for time 
to study its implications. But has this 
scheme been approved by the other sec¬ 
tions of the tea industry such as the 
Indian Tea Association and the United 
Planters Association of South India? On 
a major issue like this, the tea industry 
should speak with one voice so that it 
will be easier for the government to take 
a decision and implement it properly. 
Of course, there is no difference in the 
industry about the need to take effective 
measures to enable it to play its role in 
the country’s economy during the period 


of the sixth five-year Plan. But it re¬ 
mains to be seen to what extent there 
is unanimity in the industry about the 
desirability of depositing 50 per cent 
of the profits every year for creating 
the development fund. 

common approach 

Mr Morarji Desai, in his address 
to the Bengal Chamber of Commerce & 
Industry a few days ago, deplored the 
existence of too many organisatons rep¬ 
resenting industry and trade and he 
urged them to integrate. There docs not 
seem to be any possibility of such inte¬ 
gration in the near future because of many 
practical difficulties. But the industrial 
organisations should see to it that, at 
least on fundamental problems, they 
adopt a common approach in dealing 
with the government. In the case of 
the tea industry, the prospects of 
a development fund being set up 
would have been brighter if the Tea 
Association of India had obtained the 
assent of other producers’ associations 
before submitting its scheme to the Tea 
Board. 

The Reserve Bank's study has indicated 
the tea industry for frittering away its 
profits on dividends without ploughing 
them back into business. It covered 
medium and large public limited com¬ 
panies with paid-up capital of Rs 5 
lakhs and above each, numbering 135 
companies for the period 1965-66 to 
1970-71, 123 companies for 1970-71 to 
to 1973-74 and 127 for 1973-74 and 
1974*75. The study has revealed that 
the financial performance of the tea in¬ 
dustry was ‘"on the whole satisfactory'* 
during the period under review. It ob¬ 
served; “The companies, in general, pur¬ 
sued a dividend policy, regardless of the 
need for profit retention. In 1968-69 and 
1969-70, for instance, when profits after 
tax were considerably lower, the com¬ 
panies dipped into theit reserves in order 


to moifitajn the dividend payments, re¬ 
sulting in a depletion of reserves. While 
theamount of profits ploughed back was 
less than one-third of the profits in all 
the years (barring 1970-71) until 1973- 
74, the proportions of dividend to pro¬ 
fit after tax as well as to paid-up capital 
were considerably higher than those in 
respect of all other industrial groups 
covered by the Reserve Bank of India 
survey. This trend may be viewed in 
relation to the poor record of the indus¬ 
try's expansion programme”. 

But will it be realistic to come to firm 
conclusions about the profitability of the 
tea industry merely on the basis of its 
performance for a short period. The 
fortunes of the industry often fluctuate, 
sometimes drastically, depending on the 
market conditions in foreign countries. 
The Reserve Bank’s study itself admits 
that “a note of caution seems necessary 
in respect of the companies covered by 
the analysis. As the data pertain to only 
a selected group of companies, the in¬ 
ferences drawn from trends in sales, pro¬ 
fitability, etc., may not be applicable 
to the industry as a whole”. 

problematic question 

However, the point to be considered is 
whether the lea industry can look for¬ 
ward to a period of prosperity in the 
coming months and years in the context 
of the steep increase in taxation by state 
governments, the continuation of the 
export duty which is regarded as exces¬ 
sive, and the ever-increasing cost of pro¬ 
duction. The government of India has 
expressed its intention to increase Che 
production of tea by 25 to 3d million 
kgs annually in the period of the sixth 
plan. It is proposed to develop an area 
of 8000 hectares a year, of which 4000 
hectares will be developed through exten¬ 
sion planting and the rest through re¬ 
planting, replacement and rejuvenation of 
the existing areas. The cost of this pro¬ 
gramme is estimated at Rs 50 crores per 
year. The Tea Association of India has 
said that the present capital outlay has 
been of the order of Rs 18 crores per 
annum and to achieve the proposed tar¬ 
get, the requirement will be more than 
double the present rate of investment 
especially because of the ** tremendous 
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incnase” in the cost of planting and 
replanting which is estimated to have 
gone beyond Rs 30,000 per hectare. The 
government should examine the feasibi¬ 
lity of setting op the tea development 
{and but what is even more important 
is that it should create conditions to 
enable the indnstry to operate at a high 
level of efficiency. The state govern¬ 
ments should also show a proper aware¬ 
ness of the role of the tea industry in 
developing the backward areas, in provid¬ 
ing and promoting employment and in 
raising the standards of living of the 
people. The Tea Association has said 
that the recent happenings in the two 
states (Assam and West Bengal) are mak¬ 
ing tea planters “very apprehensive" and 
it would be desirable for the state 
governments concerned to take a realis¬ 
tic and national view in dealing with the 
industry. 


disturbing trends 

The problems of the tea industry have 
been examined in recent years by work¬ 
ing groups and task forces set up under 
official auspices and their reports have 
highlighted not only the importance of 
the tea industry but also some disturbing 
trends in regard to its management. For 
instance, the Reserve Bank’s study has 
referred to the Working Group on 
Finance for Tea Industry (1972) which 
had said in its report that "certain sec¬ 
tions of the industry have not taken 
steps to conserve the available resources.” 
Among the factors responsible for erod¬ 
ing the industry’ profitability are “in¬ 
herent lapses such as excessive, capitali¬ 
sation, lack of decision making capacity, 
poor yield due to unscientific agricultural 
practices, imperfect manufacturing pro¬ 
cess, misapplication of iVinds, lack of 
good marketing arrangements and poor 
labour-management relations”. It will, 
of course, be unfair to put the entire 
blame on the industry for this situation 
since the authorities concerned also are 
to some extent responsible for it. But 
what is more relevant at' present is for 
industry and government to work to¬ 
gether in close cooperation to achieve a 
higher rate of growth in production and 
exports. Incidentally, it is interesting 
to npte that Bangladesh is emerging 


at a competitor to Indian tea in world 
markets. In 1976-77, tea export from 
Bangladesh amounted to 73 million lbs 
compared to 41 million lbs in 1972-73, 
the major importers being Britain, Hol¬ 
land, Egypt, Pakistan and Russia. It is 
understood that the tea industry of 


Bangladesh has.been assured of finan¬ 
cial assistance for replanting and inten¬ 
sive cultivation. The government of 
India and the state governments concer- 
ed therefore should take a more positive 
interest in the growth of our tea industry 
on sound lines. 


Economic pricing of cement 


The arrival of a South Korean ship 
carrying 20,000 tonnes of cement in paper 
packing in Madras harbour in the last 
week of January may appear to be a rever¬ 
sal of the earlier trend when it was 
confidently expected that a lucrative trade 
in exports could be built up involving even 
a quantity of one million tonnes of cement 
annually. Indeed the position in 1975-76 
was such that the State Trading Corpora¬ 
tion could think of entering into firm 
commitments for supplying cement to Iran 
on a long term basis. In view also of the 
boom in construction activity in west 
Asia and the relative cheapness of Indian 
cemeht due to freight advantage and other 
factors, export orders could be easily 
secured from many countries. Indian 
producers in the coal deficit area particu¬ 
larly welcome the opportunity for export¬ 
ing their product more profitably as sales 
in the domestic market at the retention 
prices fixed by the government, even on a 
difTerential basis, were not remunerative 
and reasonable dividends could not be 
paid on equity capital even by the esta¬ 
blished companies. 

The increase in internal consumption in 
the last two years has come about unex¬ 
pectedly and calculations of the government 
and State Trading Corporation about the 
ability of the industry to effect exports of at 
least five per cent of total production, after 
meeting fully the needs of the home mar¬ 
ket, have been seriously upset. The STC 
is now in a quandary and has even been 
obliged to fulfil its own commitments by 
effecting purchases of cement in foreign 
countries and supplying them to the con¬ 
tracted purchasers. The arrangement with 
Iran is proposed to be renegotiated with a 
top delegation ft'om that country. Instead 
of foreign exchange being eain^ through 
exports, losses are now being sustained 


against the fulfilment of commitments, as 
cement in South Korea, Rumania and 
elsewhere is costlier by over Rs 100 per 
tonne even excluding freight charges and 
insurance. 

What is more, foreign exchange 
expenditure is now being incurred on 
imports of one million tonne for a 
period of six months on an experimental 
basis and the landed cost is reported to be 
aroimd g 35 per tonne. Firm contracts 
have already been concluded for nine lakh 
tonnes and imports will be received in 
Bombay of 3.5 lakh tonnes, in Madras 
of 2.5 lakh tonnes and in Cochin and 
Visakhapatnam 1.5 lakh tonnes each. The 
position will be reviewed after June end. 
It is the intention to continue imports 
until scarcity is completely eliminated or 
internal production catches up with the 
demand. 

Some marketing problems are however 
likely to be encountered as dififculty may 
be experienced in Cochin, Madras and 
Visakhapatnam in disposing of imported 
cement in a compact area without involv¬ 
ing heavy expenditure by way of freight 
charges. There may be no serious pro¬ 
blems as far as Bombay is concerned as 
despatches of Indian cement can be suit¬ 
ably regulated and concentrated sales of 
imported cement effected in the Greater 
Bombay area. A longer lead however 
cannot be avoided when imports are 
received regularly in other three ports. 
There will have to be suitable changes in 
unloading of cement in different ports in 
the light of actual developments. But the 
question arises what should be^ the policy 
in regard to the pooling of prices if it is 
found that imports will have to be conti¬ 
nued over a longer period and imported 
cement also has to be distributed in 
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interior areas, particularlx in the deficit 
producing centres. The government has 
been anxious to avoid an undue increase 
in end-price of cement, f.o.r destination, 
and the price charged to stockists has been 
raised only by Rs 20 per tonne. As there 
is some credit to the freight pool and it is 
also hoped that some saving can be 
effected in freight charges by regulating 
movement, a small increase in the end 
price has been proposed. It cannot how¬ 
ever be overlooked that the export and 
internal prices in other producing coun¬ 
tries are higher than in India and having 
regard to the differing conditions under 
which Indian producers have been func¬ 
tioning in different regions within the 
country, pragmatic policies must be adop¬ 
ted in regard. to the fixation of retention 
prices for cement, bearing in mind the 
need for a reasonable return on invest¬ 
ment, old and new. 

This aspect of price problem has assu¬ 
med greater importance as it is not merely 
enough to say that the government has 
enunciated new policy and post-tax return 
of 12 per cent on net worth will be assured 
to all producers. Apart from the arbi¬ 
trary manner in which net worth has been 
defined for the purpose of determining the 
post-tax return the anomalies of the Tariff 
Commission’s formula had to be elimina¬ 
ted. It is imperative that the existing 
confusion should be removed without 
delay as the surging demand for cement 
cannot be met by locating new factories in 
cement deficit areas, implementing expan¬ 
sion schemes of existing units in these 
areas or by augmenting the output of slag 
or pozzoiana cements. 

mistaken view 

It is also not correct to expect that a 
proliferation of mini cement plants, can 
bring about the mag c cure to scarcity. 
In fact the mistakes committed in the 
promotion of mini steel plants can again 
be repeated apart from the fact that 
the cost of production of mini cement 
plants will be higher than those of the 
large units. The fact has to be recognised 
that differential retention prices have to be 
fixed for units in the core, suplus and 
deficit areas. New units will have to be 
located in the cement deficit areas and 
also in the coal deficit areas having regard 


to the growth in demand and the existence 
of limestone deposits. 

An analysis of the growth in capacity at 
five-year intervals since the beginning of 
the Plan era reveals that additions to capa¬ 
city have been made only at an arith¬ 
metical rate. The per capita consumption 
in the’seventies particularly was stagnant 
and even tended to decline in the face of 
gross under-utilisation and no brisk 
implementation of plan schemes. Never¬ 
theless the growth rate for 1951-77 is 
around eight per cent. It will tlierefore be 
advisable to proceed on the assumption 
that the increase in offtake in the coming 
years will be at least eight per cent and 
with the scope for building up of a lucra¬ 
tive trend in export the add.tioiis to 
installed capacity can be at the rate of 
10 per cent annually. 

expansion of capacity 

This will mean that during 1978-88 there 
will have to be expansion of capacity lo 
47 million tonnes from 22 million tonm s. 
New capacity will, thus, have to be crea¬ 
ted at the rale of 2.5 million tonnes annu¬ 
ally at a cost of Rs 150 crorcs. The out¬ 
lay in a lO-ycar period will be more than 
Rs 1,600 crores even granting that there 
is only a small increase in the cost of 
plant and machinery and big improve¬ 
ment in productivity. The question now 
is how new capacity should be created and 
in what regions. Should there be promo¬ 
tion of entirely new units or implcmcnla- 
rion of expansion schemes ? As the 
development of the industry hus to take 
place on unprecedented scale the best 
course would be to encourage the imple¬ 
mentation of expansion schemes and al.so 
the production of slag and pozzoiana 
cements so that available clinker would 
be made to go a longer way. Out of the 
additional requirement of over 25 million 
tonnes of cement in the next 10 years, on 
the assumption that the industry will have 
an operating ratio of 95 per cent, clinker 
output will have to rise by at least 20 
million tonnes. 

While new units will have to be promo¬ 
ted in large numbers in carefully selected 
centres^ the emphasis will have to be on 
implementing expansion schemes in the 
next five years; There is scope for expand¬ 
ing the capacity of the existing units 
in lamil J>ladu, Andhra Pradesh and 


Karnataka'^ Ijy over 1.5 million tonnes 
while tlie new units can be started in 
Karnataka and Andhra Pradesh and mini 
cement plants in Tamil Nadu. The exisN 
ing companies may also be asked to start 
new units as has been done by Associated 
Cement Companies as their experience 
will be useful for this purpose. 

southern contribution 

The southern region can still be a domi¬ 
nant producer with the capacity rising to 
15 million tonnes by 1987-88. There will 
have to be addition to capacity roughly 
at the rate of 7.5 lakh tonnes yearly. As 
about 2.5 million tonnes can be added 
through expansion schemes the balance of 
five million tonn s should be in respect of 
entirely new units. The low proportion 
in respect of expanded capacity to the 
target for 10 years is on account of the 
fact that in some areas supplies of lime¬ 
stone cannot be as aired for a long period 
if new capacity is brought into being. 

The polcnlialiiu?s for grovvih in con¬ 
sumption in d lTerent regions are enor¬ 
mous and in tiie southern region parti¬ 
cularly the rale of increase may be faster 
than in other centres. Even the assump¬ 
tion that capacity of 15 million tonnes 
will have to be made available by 1988, 
the surplus for other regions will be only 
on the existing basis, because of regional 
consumption likely to rise to 12.5 million 
tonnes. This surplus is badly needed for 
the Maharashtra and adjoining areas 
which arc likely to be deficit in the face 
of growing consumption. 

The foregoing analysis will clearly indi¬ 
cate that the controversy about the freight 
pool arrangement having a warping effect 
on the (Icvviopmcnt of the industry and 
its growth in ‘uneconomic’ zones has no 
relevance in the altered circumstances. 
What is sought to be conveyed is the fact 
that about 10 per cent of total production 
will still have to be made available to 
cement deficit regions and freight pooling 
on a limited basis will have to be conti¬ 
nued for all time. The future of the 
cement industry is therefore bright and 
there are no constraints in regard to the 
availability of raw marterials, machinery 
and the like. The only constraint relates 
to the pricing policy and the lack of 
proper understanding of the economics of 
working of cement units. 
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CAPITALS 

CORRIDOiRS 

C. Raghavan 

Poser for the Supreme Court—what is an 
industry? * Casteism in the elections • Shah 
Commission and the Pandit Bros case 


The Supreme Court is currently struggling 
with a ticklish issue that will have its 
impact on hundreds of thousands of 
workers and their employers: What is an 
‘industry’ for the purpose of the Indus¬ 
trial Disputes Act. 1947. 

A seven-member bench of the court has 
been hearing this case for more than three 
weeks, though unfortunately not a line 
has appeared in the press. The court is 
struggling with the problem simply be¬ 
cause over the years repeated words from 
the court, drawing the attention of the 
legislature to the need for a clear enuncia¬ 
tion of legislative policy and its intention, 
has been ignored by parliament. Con¬ 
flicting judgments of the court itself, zig¬ 
zagging from one view to another, have 
made the law somewhat chaotic. The 
importance of the case now being heard 
lies in the fact that, if the argument of the 
Janata Attorney-General, Mr S. V, Gupte, 
is accepted by the court, a very large 
section of governmental and semi-govern- 
mental employees (who are now consi¬ 
dered to be industrial workers) will cease 
to be so. Mr Gupte has sought to inject 
the “profit-making” concept into the eco¬ 
nomic activity. 

definition of industry 

The Industrial Disputes Act has defined 
'industry’ as meaning “any business, 
trade, undertaking, manufucture or calling 
of employers and includes any calling, 
service, employment, handicraft or indus¬ 
trial occupation or avocation of work¬ 
men". Judicial opinion in the country, 
rardy consistent, has been clear in one 
mafier: the plain meaning of the definition 


in English makes it very wide and 
almost anything in which there is an 
employer-employee relationship can be 
brought in. As one Supreme Court judge, 
ment years ago noted, even the relation¬ 
ship involving a domestic servant and his 
employer, employees of a solicitors’ firm, 
employees of clubs etc alt will come under 
this and the court thought this could not 
have been inteuded. Parliament’s atten¬ 
tion was drawn but it did not choose 
to interfere—may be because parliament 
did -want this wide meaning or it did 
not want to touch something which 
through an amendment could open up a 
Pandora’s box. 

tha origin 

The Industrial Disputes Act itself owes 
its origins in India to the second world 
war and the Defence of India Rules. The 
British government had an interest in 
preventing stiikes and lockouts that would 
have impeded the war effort and exercised 
adjudicatory powers. Laic r it became the 
Industrial Disputes Act. Various philo- 
Sophies got added on to the law both as a 
raison d’etre and in interpretation—the need 
to have industrial peace since strife might 
well lead to law and order problems, the 
need to have industrial peace in order to 
maintain goods and services essential for 
the community, the need for industrial 
peace in the overall economic interests of 
the country, the concept of social justice 
and several others. Excepting in some mat¬ 
ters, it is the central or state government 
that has to decide that in the event of a 
strike or lockout or threat or possibility, 
there is a dispute that needs to be settled 
peacefiilly by adjudication and has to 


set the ball rolling by reference of the 
industrial dispute to adjudication. 

The courts, and particularly the Sup¬ 
reme Court, in interpreting the definition, 
which it has repeatedly admitted is very 
wide in plain English language, began 
reading some limitations excluding this or 
that calling, this or that service—e.g. 
public hospitals or a club. The confusing 
thicket, ultimately came before Justice 
Krishna Iyer during the emergency -where 
he was confronted with two opposing 
Supreme Court judgments. He wrote an 
order, explaining the problem, and asked 
for a seven-member court to go into it. 
The matter was brought up for hearing 
only after the emergency ended. Various 
parties and lawyers have been advancing 
arguments whether professional callings, 
institutions run by charitable organisa¬ 
tions, public services and utilities should 
or should not be brought within the scope 
of 'industry'. If any are excluded, it does 
not mean there will be no strike; it just 
means the appropriate government will 
have no power to intervene to settle the 
strike by adjudication. 

This is an intensely human and social 
problem with great implications for indus¬ 
try, labour and the economy. Yet our 
news media—radio, news agency and 
newspapers, even those having a legal 
correspondent—have chosen to ignore all 
this. This too is censorship—censorship 
because of professional incompetence at 
various levels and gross negligence by 
editors of a public duty. May be the 
remedy may ultimately lie in the Supreme 
Court organising its own press informa, 
tion bureau, and newspapers and news 
agencies will then appoint accredited 
correspondents who will pick up press 
releases and issue them as their own ! 


As the election campaign in the eastern 
and southern states is getting into its last 
lap, partymen and workers of various 
parties are struck by the lack of any major 
issues coming up. It is not merely local 
issues rather than national—even here the 
voters do not seem to be exercised by any, 
Efforts of the parties to try to whip up 
excitement on issues appear to have failed. 
And behind the speeches would appear tc 
be determined efforts to invoke caste and 
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suctfloyaltitfs and sectional appeals on that 
basts. The Janata is making a bid on the 
basis of its power at the centre (and thus 
ability to help its supporters if brought to 
power in the state too) and with subtle and 
not so subtle bints at the ‘‘Brahmin leader¬ 
ship’* of the Indira Congress. The Janata 
MP, Mr Ram Dhan’s statement about the 
number of Brahmin chief ministers under 
Mrs Indira Gandhi is an example of 
the code language appeal to Harijans to 
keep away from her—keeping in mind the 
election law. Indira Congress is making a 
bid to mobilise its supporters amongst 
Harijans, Muslims and other minorities 
and backward classes. The Reddi-Chavan 
Congress, finding their ranks disintegrat¬ 
ing in some ways, is battling both, again 
with subtle references to its ov,n caste 
combinations—Mr Chavan for example 
has been underlining somewhat subtly 
that he is a Cliavan (a Mahratta) and not 
a Joshi (a Brahmin). 

This is a truly depressing picture within 
a year of the 1977 Lok Sabha election 
when the country and the people thrust 
aside all such appeals and loyalties to get 
rid of the emergency regime. 

♦ * 

TJie Shah Commission which in January 
went into the second stage of its inquiry 
—on eleven issues in which it throught 
Mrs Indira Gandhi and some of her col¬ 
leagues had a prhna facie case to answer, 
and on which it is yet to hear arguments— 
has gone back to the first stage to look 
into the Pandit Brothers case and Mr 
Dliirendra Brahmachari and his ability to 
get things done for himself, before and 
during the emergency. 

If the commission’s switching back and 
forth, from its investigative to inquiry to 
investigative stages (and their varying 
procedures) has caused some confusion 
and even snide comments that it is work¬ 
ing with an eye on the electoral battles 
under way, it has only itself to blame. 

The Pandit Bros case-^involving raids 
on the firm and arrests of senior partners 
for alleged offence of tagging, and sales 
tax and income-tax matters-—all within a 
few weeks of proclamation of the emer¬ 
gency brought home to many the uglier 
and seamier side of the emergency. While 
the prosecution for the tagging offence 
dragged on and was finally withdrawn 
only some mootbs after the emergency 


ended and the new government took over, 
in the income-tax case, the Supreme 
Court intervened and ensured justice. 
Some of the characters involved have now 
come forward to escape responsibility and 
put the blame on Mr Sanjay Gandhi though 
the way some of them, including the former 
lieutenant governor of Delhi, arc now put¬ 
ting on the cloak of poor hapless pawns, 
is nauseating, considering the way these 
personalities strutted around in those days. 

However, the proceedings before the 
Shah Commission have not thrown any 
light on some of the other aspects of the 
excesses of this case. The versions of the 
income-tax officers and higher officials 
now arc at variance with their sworn affi¬ 
davits before the Delhi High Court, where 
the Pandit Bros took their income-tax 
problem first. Their two lawyers, Mr D.P. 
Singh MP (who belonged to the ruling 
party then) and Mr R.K. Oarg (CPI 
MLA), both swore affidavits (an unusual 
thing for lawyers) specifically relating to 
the actions of the ITO and the income-tax 
commissioner. After admitting it, and 
on the commissioner denying the allega¬ 
tions on affidavit, the court (instead of 
holding further inquiry) dismissed the 
case in limine (Justice Deshpandc). When 
it came before the Supreme Court, Justice 
Krishna Iyer's observations at the preli¬ 
minary stage unnerved the department 
and they agreed they were in the wrong 


Dr John MatthaPs extempore speech introducing 
the railway budget for 1948-49 struck a note of 
subdued optimism. The budget estimates show 
a net surplus of Rs 9.85 crores which is much in 
excess of Rs 4 crores which the Transport Minis¬ 
ter was able to envisage in November last. Even 
so. a realistic appraisal of the situation would 
underline the need for caution. The deteriora¬ 
tion in rail transport which had set in at a rapid 
pace as a result of the civil strife following the 
partition of the country has been definitely arrest¬ 
ed and there is clear evidence that the process of 
steady progress has started. This does not, how¬ 
ever mean that a marked or conspicuous improve^ 
ment is being recorded. 

We have just turned the corner; there is 


and promised to make amends and judge 
the case properly. Unlike in the Maneka 
Gandhi case, the court was not satisfied, 
and while technically ‘dismissing' the 
appeal, passed suitable orders and record¬ 
ed its views, making clear that the version 
of the lawyers represented the truth. 

This, as well as the fact that two leaders 
of the bar chose to withdraw from the 
case (after agreeing to argue it in the 
courts), succumbing to the pressures of 
the Income-tax depuilmciit, was one of 
the scaFiiicr aspects of the entire episode. 
Some of it is found in the records of the 
case, and some in the published narration 
of it by Mrs Urmilla Haksar. wife of Mr 
P.N. Haksar and a partner in that firm. At 
that time the entire episode s() angered me 
as a journalist, that 1 managed to publi¬ 
cise (in the PTf) the Supreme Court hear¬ 
ings by adopting tactics that fooled the 
Censors, but later paid the penally. 

But it is a pity that the Shah Commis¬ 
sion did not explore these matters. Mr 
Shah has been asking petty officials 
why they did not stand up. Here was 
a ninstance where even leaders of the Bar, 
some occupying high positions in the 
Janata government now, buckled under— 
either because of the fear that the Income- 
tax department could give them trouble 
personally, or that pressures might 
be applied by the regime through other 
sources. 


no apprehension of a recurrence of the 
critical situation of strain and a period of 
three years on a modest calculation will pro¬ 
bably have to elapse before the transition is 
completed and normal conditions of traffic are 
resumed. The element of uncertainty has not 
totally disappeared and it will be imprudent to 
make any commitments in financial arrangements 
beyond the period of transition. The revised 
estimates for the post-partition period of the 
current year show that the original estimates 
somewhat missed the mark, though* surprisingly 
enough, they were not very far out. Some devia¬ 
tion was inevitable in view of the fact that the 
data on which the calculations were based were 
not only presumptive but quite inadequate. 
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Central excise assessment 


F. L. Berarwalla 


Tha author onumoratot horo tho documents to be filed and describes 
the procedure how the central excise is assessed and the functions 
of the various authorities in the departmentel hierarchy. 


On RecEiPT of the monthly returns, the 
central excise officer incharye shall verify 
the particulars recorded therein with the 
help of the approved classification list and 
approved list of assessable values with 
him. An assessee is required to furnish 
the following returns: — 

(i) Classificatian list in the prescribed 
form of excisable goods produced, manu¬ 
factured or warehoused and other goods 
produced and cleared by the assessee. 
This return has to be submitted once in 
the beginning and thereafter only when 
any change is made in the goods declared 
or in the rates of duties. 

(ii) Price list of goods showing all parti¬ 
culars necessary to know the value under 
section 4 of the Central Excises and Salt 
Act, 1944. No further price list need be 
submitted at periodic intervals unless 
there is a change in the price of excisable 
goods produced. 

monthly return 

(iii) A monthly return in quadruplicate 
in form RT—12 showing quantity of 
goods manufactured/received in bond and 
issued duty paid etc. RT—12 return should 
be based on the RG—1 accounts. Thus 
total quantity of packed and loose ex¬ 
cisable goods to be shown in column 
‘quantity manufactured* in RG—1 should 
be indicated in column No 4 of RT—12 
which need not be split up for showing 
the packed and loose goods separately. 
The return should show separate details 
for each sub-item of the tariff, for each 
variety assessable at a separate rate under 
an exemption notification and for such 
other varieties as many as specified by the 
collector in any particular case. This re¬ 
turn can be prepared and submitted for 
a shorter period also, if required or per¬ 
mitted by the collector. Provided that the 
assessees who do not pay any duty, need 
not file quarterly returns. If, however, 
they reach 80 per cent of the exemption 
limit in any quarter, then for subsequent 
periods, monthly returns(in form RT—12) 


will have to be submitted and once such 
limit is exceeded, the return will have to be 
filed every month. 

(iv) A quarterly return in form RT—5 
for one or two important specified raw 
materials. If the account of raw materials 
is not required to be maintained, the sub¬ 
mission of this return will also not be neces¬ 
sary. The assessee is required to submit 
this return to the range officer in dupli¬ 
cate. 

(v) Other periodic returns RT—7 to RT 
—11 as prescribed under the rules have to 
be sent by the manufacturers.... As parti¬ 
culars of non-excisaUe goods produced 
and removed would be available in the 
classification list, the assessee ne^ not 
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file monthly return in form RT—4. If the 
central excise officer in charge discovers 
any discrepancy, which necessitates his 
visit to the factory, he will visit the factory 
for investigation. He will, thereafter, com¬ 
plete the assessment memorandum on all 
copies of the monthly return and also 
endorse the particulars in the personal 
ledger account. If, during the course of 
his checking and assessment, th6 officer 
detects any short levy, he will make suit¬ 
able endorsement in the assessment 
memorandum on form RT—12 itself 
advising the assessee to pay the deficiency 
within 10 days of the receipt of the copy of 
the return. Where a refimd becomes due- to 
an assessee after checking the monthly re¬ 
turn, the assessment order will be counter¬ 
signed by the superintendent of central 
excise and thereafter the assessee will be 
permitted to take credit m bis personal 
ledger acooqpt for the excess payment. In 


cases where the assessee has determined the 
duty liability provisionally, the assessment 
memorandum will be suitably endorsed so 
that provisions of Rule 9-B of the Central 
Excise Rules, 1944, are invoked for short 
recovery, or refund of duty, on finalisa- * 
lion of the rate of duty. 

the levy 

The term ‘levy’ appears to be wider ia 
its import than the term ‘assessment’. It 
miy include imposition of a tax as well 
as assessment. The term ‘imposition’ is 
generally used for the levy of a tax or 
duty by legislative provisions indicating 
the subject matter of the tax and the rates 
at which it has to be taxed. The term 
‘assessment* on the other hand is generally 
used in this country for the actual proce¬ 
dure adopted in fixing the liability to pay 
a tax on account of particular goods or 
property or whatever may be the object of 
the tax in a particular case and determin¬ 
ing its amount. The word ‘‘levy” does 
not seem to extend to ‘collection.’ Article 
265 of the Constitution makes a distinction 
between “levy” and “collection’*. Ass/s- 
iant Collector of C.E. v. National Tobacco 
Company of India, AIR 1972 SC 2563. 

The central excise officer in charge can¬ 
not levy duty and make assessments in 
terms of trade notice. The assessment 
under the Central Excises and Salt Act, 
1944 must be done by the authorities con¬ 
cerned in judicial or quasi-judicial man¬ 
ner. The said assessments must be in 
accordance with either the provisions of 
the statute or in accordance with the 
rules framed under the statute which have 
.statutory force. Assessment of levy of 
duty cannot be made by any kind of 
executive direction or additions of new 
definitions of items in the taxing statute. 
An assessee or a person liable under a 
particular statute has the right to be 
assessed in accordance with the provisions 
of the law and he has right to be protect* 
ed against any executive direction as to 
how the assessment is to be made which 
is not sanctioned by the legislative pro* 
vision. There is no authority for the 
collector of central excise to issue the 
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txad$ noUoe in respect of assessment under 
the Central Excises and Salt Act, 1944 by 
whidb either addition or extension of 
definition can be made. Kmim Hosiery 
Mitts (Pvt.) Ltd V. Collector of Central 
Excise and others, 1973 Tax LR 2327. 

When the assessment is made by the 
deputy superintendent or the assistant col¬ 
lector of cmitral excise, the collector to 
whom an appeal lies against his order of 
assessment cannot control or fetter his 
judgement in the matter of assessment. 
If the collector of central excise issues 
direction by which the deputy superin¬ 
tendent or the assistant collector is 
bound, no room is left for the exercise 
of his own independent judgement. The 
assessing authorities exercise quasi-judicial 
functions and they have duly cast on 
them to act in a judicial and independent 
manner. If their judgement is controlled 
by the direction given by the collector it 
cannot be said to be their independent 
judgement in any sense of the word. An 
appeal then to the collector of central 
excise becomes an empty formality. So 
the direction given by the collector in 
such a case is invalid and the proceedings 
before the deputy superintendent or the 
assistant collector are vitiated. Orient 
Paper Mills Ltd v. Union of India, AIR 
1970 SC 1498. 

gross violation 

The assessment without a notice to the 
party concerned is gross violation of 
fundamental principles of judicial proce¬ 
dure. It is now well settled that an order 
of assessment being a quasi-judicial order, 
there could be no decision within the 
meaning of the statute if there is anything 
done contrary to the essence of justice. 
Such assessment is also gross violation of 
the principles of natural justice of audi- 
alteram partem rule and is void. There¬ 
fore, the civil court’s jurisdiction to decide 
whether the assessment was illegal be¬ 
cause of non-compliance with the funda¬ 
mental principles of judicial procedure is 
not excluded. Kartick Chanda Jana and 
others y. Slate of West Bengal and others, 
1974 Tax LR 2264. 

It will be noticed that there is no provi¬ 
sion, either in the Act or in the rules, 
expressly authorising the holding of an 
inquiry by the assessing officer. But the 


assessing officer is required to pass an 
order of assessment. There is enough 
indication in the Central Excises and Salt 
Act, 1944, and the rules to show that the 
assessing officer should approach the 
whole question in a judicial manner and 
not arbitrarily or capriciously. The con¬ 
ferment of wide powers to summon witne¬ 
sses to give evidence or produce docu¬ 
ments by section 14, and the provision for 
appeal and revision against his order, are 
themselves sufficient to show that he can¬ 
not act arbitrarily. Hindustan General Elec¬ 
tric Corporation Ltd v. Superintendent of 
C.E. Ranchi, AIR 1966 Pat. 248. In mak¬ 
ing an assessment, or estimate, of the pro¬ 
bable losses during storage or otherwise, 
for allowing deductions in the processing 
losses, the excise officer is not entitled 
to make a pure guess and make i.n 
assessment of the losses without reference 
to any evidence, or any material at all. 
No doubt the assessment or estimate of 
the losses must to some extent be arbi¬ 
trary, but theie must be something more 


than bare guess and suspicion, to support 
the estimate of the losses. Abdul Ktnrhn 
Abdul Majid v. Collector of Cen»al 
Excise, Patna, AIR 19S7 Pat. 650. 

The collector of central excise cannot 
levy duty and make assessment in terms 
of trade notice. The assessment under 
the Central Excises and Sait Act, 1944, 
must be done by the authorities concerned 
in judicial or quasi-judicial manner. The 
said assessments must be in accordance 
with the rules framed under the statute 
which have statutory force. Assessment or 
levy of duty cannot be made any kind of 
executive direction or additions or new 
definitions of items in the taxing statute. 
An assesses or a person liable under a 
particular statute has the right to be 
assessed in accordance with the provisions 
of the law and he has a right to be pro¬ 
tected against any executive direction as to 
how the assessment is to be made, which 
is not sanctioned by the legislative provi¬ 
sion. Kusum Hosiery Mills Pvt Ltd 
(Supra). 
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POINT OF View 


India and the multinationals V. P. Arya 


Ther* scams to bo an undoreunront of antipathy towards forslpn 
Invsstmsni based on ths mistaksn Imprssslon that itdomlnatss ths 
country's oeonomic scons, says ths author, who Is tho rosidont 
dirsetor. Union Carbide India Ltd, Now Delhi. This article first appeared 
In ths December 1977 Issue of Indian Management published monthly 
by ths All-India Management Association, New Delhi. 


The MULTiNATioNAU are comparatively 
a new phenomenon (although as far as 
India is concerned, the East India Com¬ 
pany established in December 1600, 
cotild be called an archetype). They are, 
more or less, a post-world war develop¬ 
ment and have emerged, whether for good 
or not, as the one form of international 
economic organisation that seems to sur¬ 
vive and prosper in spite of continuous 
attacks from home governments as well 
as the host countries, the trade unions, 
the ILO and other agencies of the UN, 
as to their role. Their rise to dominance 
has been swift and startling and the 
enormous resources of technology, capi¬ 
tal, managerial talent, and man-power at 
their command have created suspicion 
apprehension, and antagonism against 
them. They have become the subject of 
acute controversies, supported by some 
as an obvious and desirable instrument 
for transfer of these resources from deve¬ 
loped to developing countries, for mutual 
benefit, and detracted by others as 
vehicles of exploitation. 

generalised debate 

The debate and controversy as to the 
role, impact and desirability of multina¬ 
tionals in the Indian economy has been 
carried on in India too. But, generally 
this debate is carried on with vague and 
generalised statements charged more with 
emotion than with logic; an examination 
of the issues involved factually and dis¬ 
passionately would, therefore, be useful. 

The first and foremost question is, 
whether we need foreign technology 
and investment or not. On foreign tech¬ 
nology the answer would obviously be 
in the affirmative. There is no countiy 
in the world, including the advanced 
countries, which is self-sufficient and 
does not import technology. In India, 
given the constraints of indigenous re¬ 


search, the compulsion to import tech- 
logy is obvious. As regards the need for 
foreign investment, the answer is, how¬ 
ever, not so simple. 

Foreign capital for a developing 
country like ours may be needed for 
reasons of balance of payment, and to 
supplement domestic resources for invest¬ 
ment. In the current Indian context, 
need of foreign capital is no longer that 
important in view of the more than com¬ 
fortable foreign exchange reserve position^ 
But as a supplement to the domestic 
savings, investment inflow of foreign 
capital (by way of grant of soft loans and 
private foreign investment) seems to be 
of great necessity. 

rbquiremeni of growth 

In terms of per capita income, India 
is one of the poorest countries and has 
20 million unemployed. The Janata 
government has stated removal of poverty 
and unemloyment in 10 years as one of 
its objectives. Achievement of this ob¬ 
jective requires a rate of economic growth 
of 10 per cent. But, according to econo¬ 
mists, even for a modest economic growth 
of say six percent we need a rate of domes¬ 
tic savings of 20 per cent of GNP. The 
present rate of domestic savings is stated 
to be around 14 per cent i.e. around 
Rs 9,000 crores. This leaves a gap 
of Rs 4,000 crores to be filled. Can this 
be filled by inflow of foreign eapital? In 
the year 1976-77, the total inflow of 
foreign capital, comprising foreign 
aid and private foreign investment 
amounted to Rs 1,800 crores only (of 
this roughly Rs 1,200 crores was 
used for debt servicing, leaving a net 
foreign aid of Rs 600 crores) while total 
private foreign invesiment amounted to 
an insignificant Rs 30 crores only (includ¬ 
ing reinvestment of retained earnings). 

These figures establish the enormous 


capital need of the country, and that in¬ 
flow of all forms of foreign capital should 
be welcome. A section of economists 
prefer foreign aid by way of grants/soft 
loans to private foreign investment for 
the reason that grant/sof) loans are 
cheaper. But wisdom of too much depen¬ 
dence on grants/soft loans is doubtful 
for reasons which need not be dis¬ 
cussed here. The need for a substan¬ 
tial private foreign investment is thus 
indicated. Apart from the quantitative 
aspects of such a need, its qualitative 
aspects cannot be lost sight of because 
such investment comes in a package, 
bringing along with its technology and 
management skills. But we seem to have 
developed psychological inhibitions re¬ 
garding such investment. 

staggering size 

The genesis of such inhibitions cun 
be traced to the suspicions and apprehen¬ 
sions which multinationals arouse. What 
has been alarming to the developing 
countries is the staggering size of these 
■economic monsters' and their capacity 
for misdeeds. For example, the Inter¬ 
national Telephone and Telegraphs, 
which has more than 100 subsidiaries and 
affiliates operating in about 70 countries, 
is virtually an empire richer in assets and 
manpower resources than some of the 
countries in which it operates. Its mis¬ 
deeds in Chile attracted worldwide 
attention and criticism. There have been 
other instances of multinationals' mis¬ 
deeds, particularly in Latin American 
countries. 

Unfortunately, on the basis of such 
limited and partial experiences generalised 
impressions have been formed and a 
marked antipathy has developed amongst 
most developing countries towards them. 
To remove the misgivings about their 
operations, several multinationals have 
developed their own codes of conduct 
for their transnational operations. And, 
in response to the critical, if not always 
hostile, criticism from businessmen, trade 
unions, and governments, both domes- 
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tic and'foreign, a code of conduct deal¬ 
ing with all the social, political and 
economic aspects is also being develop¬ 
ed by the UN Commission on Trans¬ 
national Corporations.. 

As far as India is concerned, »e have 
followed a policy of selective admission 
of private foreign investment and have 
sought to discipline their operations 
through formal and informal regulations 
now mostly codified in FERA. Provisions 
of FERA apply to new foreign investment 
as also to foreign investment already in 
existence. To the latter apply two other 
regulations whose main thrust, along 
with FERA provisions, is towards dilu¬ 
tion of foreign equity holding, one rela¬ 
ting extent of dilution to size of approved 
expansion plans and the other to borrow¬ 
ings from financial institutions. FERA 
and these regulations set the framework 
for operation of foreign enterprises in 
India. They appear to be, more or less, 
well defined but in their application there 
have arisen several areas of uncertainty 
and ambiguity, which, unfortunately, the 
government does not seem to be in a 
great hurry to remove, and which conti¬ 


nue to act as irritants to foreign inves¬ 
tors. 

This apart, there seems to be an under¬ 
current of antipathy, sometimes obvious 
and sometimes not so, towards foreign in¬ 
vestment, generally based on the mistaken 
impression that foreign investment domi¬ 
nates the country’s economic scene and 
that the financial cost of foreign invest¬ 
ment (by way of remittances back home) 
is greater than the financial benefits. 
Empirical evidence shows how erroneous 
is this impression. 

The facts are that against a total paid 
up capital of Rs 5,400 crores of all com¬ 
panies registered in India, the total paid up 
capital of foreign subsidiaries and minority 
companies is only Rs 260 crores or 
less than five per cent, that on an average 
dividend remittance of these companies 
as percentage of their net worth does not 
exceed 3.5 per cent and that the total 
of their remittances back home by way 
of dividend, royalty payment, collabora¬ 
tion fees and other expenditure, as a 
percentage of their foreign exchange 
earnings averages around 30 per cent. 


These facts, even if we omit to take into 
account a good many other aspects of 
foreign investment such as taxes paid to the 
government (generally four times the net 
profits earned), technology and manage¬ 
rial transfers, employment creating effect, 
domestic purchasing power produced and 
imports substituted, should belie these 
mistaken impressions. 

Given India's democratic set up, poli¬ 
tical stability, an alert and vigilant civil 
service, legal framework for foreign in¬ 
vestment, and past experience, we should 
have no apprehensions as tothe possibility 
of multinationals dominating the economy 
of the country or subverting its economic 
and political system, and their utility in 
the economy of the country should be 
seen in the correct perspective. Let us 
not put on ultra-nationalist blinkers and 
fail to see what is in the interests of the 
country. Hard economic realities should, 
as a matter of fact, induce and motivate 
us to seek out private foreign investment 
in specified priority industries rather thgn 
adopt a passive (sometimes even indiffer¬ 
ent) attitude towards such proposals from 
foreign investors. 


Are domestic savings Mahesh C> Varma 

growing through taxation? 


SInca the per capita Incomes in developing countries are low, there is 
little margin for voluntary savings- Even if the strength of those 
factors which weigh against private savings is admitted, the author, 
who is connected with the Department of Economics, Aligarh 
Muslim University, feels that it does not follow that the only solution 
is to rely upon publicly generated savings. A more effective solution 
is to provide the necessary encouragement to savers. 


Tub problem of taxation in developing 
countries has been receiving special and 
increasing attention in the context of 
world concern for accelerating the pace 
of their economic development under 
conditions of stability. There was a gene¬ 
ral consensus that high taxation was a 
source of revenue for the government, 
and if correctly utilized this could help in 
economic growth.^ Much of the theoreti¬ 
cal and applied work has been related to 
the tasks of constructing productive and 
equitable tax systems suited to the pecu¬ 
liar economic and social conditions pre¬ 
vailing in various less-developed coun¬ 
tries, such us India. Any taxation policy 
should be so adopted that it becomes an 


instrument of economic growth. Tax 
policy must differentiate on the basis of 
the incqmes and at no stage should taxa¬ 
tion etch into retained earnings and/or 
savings which are potential resources 
for investment, and consequent economic 
growth. Most economists have argued 
that domestic savings for national deve¬ 
lopment can be increased only by the 
government compulsorily reducing by 
taxes the personal consumption of the 
people. This article emphasises the urgent 
need for clear thinking about the reality 
that domestic savings for national deve¬ 
lopment can be increased through taxa¬ 
tion. An attempt hu been made to high¬ 
light broadly the impact of public expen¬ 


diture on developmental policy of an 
underdeveloped economy. 

Over the past few decades there has 
been an immense national and interna¬ 
tional effort to raise the levels of taxation 
in the developing countries. Major 
internal inquiries such as that by the 
Taxation Enquiry Commission have been 
undertaken and independent reports by 
tax consultants have been solicited. In 
appraising the economic performance of 
their member countries, the International 
Monetary Fund (IMF) and the World 
Bank attach great weight to this aspect of 
a country’s economic policy. So signifi¬ 
cant is it in the eyes of many people and 
institutions interested in economic deve¬ 
lopment that the ratio of tax revenue to 
Gross National Product (GNP) is treated 
as one of the most important criteria for 
measuring and judging a country’s econo¬ 
mic performance. 

Nor has this taxation ellbrc lacked 
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results. Id many countries, governments 
have shown a high degree of political self- 
discipline in introducing newtax measures 
and in increasing revenue yields. In our 
country, for example, the central govern*- 
ment tax revenue has increased at the 
rate of 10 per cent per annum since the 
beginning of the country's programme of 
planned development in 1951» and by 20 
per cent per annum during the third five- 
year Plan period which began in 1961. 
As a result, tax revenue of centre and 
states combined now represents about 12 
per cent of ONP, compared with about 
seyen per cent in 19S1. There are, of 
course, exceptions but the general impres- 
sion is that governments have rarely lack¬ 
ed willingness or ability to control an 
increasing proportion of their national 
economic resources. 

fiscal structure 

Our fiscal structure shows that there 
have been large variations after the end 
of world war I in the total tax revenue of 
the government of India. Especially subs¬ 
tantia] expansion in the share of the 
indirect taxes took place between 1920-21 
and 1925-26, due primarily to the deve¬ 
lopment of import tariff. There was 
little change between 1925-26 and 
1938-39, though the relative importance 
of import duties, excise duties, and the 
salt-tax continued. By 1948-49, a subs¬ 
tantial decline occurred in spite of the 
imposition of new excise duties, because 
of war-time development of direct taxa¬ 
tion, certain reductions in rates of import 
duties and changes in the pattern of trade, 
and the abolition of the duties on salt. 
Budgetary analysis indicates that the contri¬ 
butions c f various sources to the revenues 
of the central government have undergone 
a marked change during the last two 
decades. The total net revenue of the 
government of India went up consider¬ 
ably during these years as is evident from 
Table I. 

The above rising tendency of revenue 
shows that the tool of high taxation has 
been made extensive use of in the tax effort 
of the central government since 1950-51. 
A significant development has taken place 
in the field of indirect taxation. The 
revenue from customs has registered a 
much slower growth than the increase in 
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excise duties. The revenue from customs 
duties-<-both import and export duties— 
increased from Rs 157,15 crores in 1950- 
51 to Rs 487.62 crores in 1970-71, and 
Rs 1,509 crores (BE) in 1976-77. There 
is an increase of 210 and 924 per cent 
respectively. During the period of 1950- 
51 to 1970-71, the revenue from excise 
duties rose from a mere Rs 67.54 crores 
to as much as Rs 1,415.20 crores in 
1976-77. 

Yet most economists argue for more 
and more taxes. It is still possible to read 
an article by the best known of all consul¬ 
tant economists in the tax field—Nicholas 
Kaldoi*—which is inappropriately en¬ 
titled. “Will underdeveloped countries 
learn to Tax”. Richard Goode of the 
IMF in his paper prepared for the Reho- 
voth conference on ‘Fiscal and Monetary 
Problems in Developing States’ argues 
that “An underdeveloped country that is 
determined to avoid both stagnation and 
inflation will have to find ways of raising 
large and growing amounts of tax reve^ 
nue.” Likewise at the most gen?ral 
level, both A R. Prcsi®, and R N. Tri- 
pathi, in their identically titled books 
‘Public Financ: and Underdeveloped 
Countries', give overwhelming emphasis to 
the need for an increasing tax effort in 
the developing countries. The World 
Bank itself, in appraising the develop¬ 


ment plgm of its member countries, at¬ 
taches imifiense importanoeto the increase 
in tax revenue which can be expected from 
them.^ 

This attitude and advice are relevant 
to the development problem, provided 
that the government can prevent its expen¬ 
diture from rising as fast as its income. 
Then, of course, any increase in revenue 
r.‘duces public dis-saving or increases 
public saving. Because this assumption 
is so crucial to the judgement that must 
be made upon the whole strategy of deve¬ 
lopment, which relies heavily on compul¬ 
sory saving through taxation, its relation 
needs to be examined. 

Public expenditure is governed by poli¬ 
cies, and its general size and shape is 
not the business of economists-—this is the 
conventional view accepted by most eco¬ 
nomists. To the extent that it implies 
that public expenditure is determined 
aside from any economic consideration, 
it is patently untrue. Political decisions 
must, however vaguely, take into account 
Ihe ability of the country to spend more 
on defence, education and so on. But 
there are two different ways of judging 
this ability. It can be judged either in 
relation to the total resources of the 
country and to the flow of income from 
these resources, or alternatively, in rela¬ 
tion to a narrower concept of that pro- 


Table I 

Allocation of Resources to the Government of India During 1951-77 

(Rs in crores) * 


Head of 1951-56 1956-61 1961-66 1966-69 1969-74 1974-77 

revenue first second third annual fourth fifth 

Plan Plan Plan Plans Plan Plan 


(. Direct Tax 

601 

868 

1949 

1506 

3231 

4072 

Revenue 

(26) 

(24) 

(22) 

(19) 

(16) 

(18) 

11. Indirect Tax 

1405 

2126 

4727 

4384 

11794 

13161 

Revenue 

(74) 

(76) 

(78) 

(81) 

(84) 

(82) 

Hi. Total Tax 

Revenue 

2006 

2994 

6676 

5890 

15025 

17233 

IV. Total Revenue of 

Union Govemneat 

2265 

3562 

8712 

7787 

20050 

22800 


Note:-l. Figures in brackets show the per cent contribution with respect of total tax 
revenue. 

2. Under the fifth Plan period figures are up to 1976-77 having 1975-76 (RE) 
and 1976-77 (BE). 

Source:- Computalion has been made with the help of Reports on Currency and 
Finance, Reserve Bank of India, of 1954-55 to 1975-76. 
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po^on oftheieresootoMover ^^the 
govemmeiit is able and willing to gain 
control. 

While it may be desirable on occasion 
to think in terms of the whole economy, 
the narrower concept is probably more in¬ 
fluential in many instances. However com¬ 
plicated the budget accounts may be, they 
are easier for the non-economist policy* 
maker than even the simplest form of 
national accounts, the understanding of 
the basic nature of income flows. Money 
flowing into the exchequer has a reality 
and significance to the non-economist 
which is unlikely to be matched by the 
flows of money against goods and ser¬ 
vices in the economy as a whole. How¬ 
ever, if this is correct, then the indepen¬ 
dence of government expenditure and 
government revenue will undermined, 
with the danger which this implies to a 
development strategy that aims to raise 
the total flow of domestic savings through 
increased taxation and other revenue- 
producing policies. Detailed information 
of total disbursement may be varified from 
Table II. 

dangerous argument 

However, in addition to these conside¬ 
rations, all the writers referred to above, 
and many others, seems to accept the 
much more dangerous argument that the 
rise in public expenditure must be almost 
unconditionally accepted and the whole 
burden of increasing public savings 
thrown into taxation, despite the evidence 
that this is, in many instances, abortive. 
It is one of the tragedies of the emotio¬ 
nally packed environment in which eco¬ 
nomists discuss their problems that one 
has misgivings at suggesting or even 
hinting that this might not be altogether 
true—that possibly some part, and in 
some countries a large part, of public 
expenditure and the annual increment 
thereto might be of lower priority than 
other calls on a country's resources.* 

Of course, a great deal of public expen¬ 
diture must be accorded high priority, 
and some in-built rate of growth of 
public expenditure must be accepted as 
part of the development process. One 
obvious example of this is the increas¬ 
ed expenditure on teachers’ salaries 
resulting from a growing number of 


taadiing institutions, and revision of pay 
scales under the University Grants Com¬ 
mission recommendations, but the same 
factor is at work in the field of health, 
roads, and other largely non-revenue pro¬ 
ducing sectors. However, while it is pos¬ 
sible to accept the operation of these in¬ 
built factors as inevitable, there is a 
dangerous tendency to extrapolate these 
arguments into an explanation of and 
justification for all increases in government 
current expenditure. 

In fact, such inevitable factors arc less 
important in relation to our problem 
than other increases in the expenditure 
which are altogether unrelated to develop¬ 
ment, but ate the outcome of auto¬ 
nomous policy decisions by national 
government. Expenditure on defence is the 
most obvious, but many others are 
familiar, even notorious. They include 
expenditure on consumer subsidies, the 
deficit of publicly operated industries, 
unduly high salaries of public ofiicials, as 
well as the most obvious forms of waste¬ 
ful prestige expenditure.* 

The more fundamental issue, however, 
is Whether increased public revenue 
intended for development may not in fact 
weaken the administration and, above all, 
the political self-discipline in restricting 
government current expenditure. Is it 


possible to resist politieal pressure or 
popular clamour for increased defence 
expenditure, salary increases for public 
officials, and so on, when it is known that 
the money is in the kitty?^ The ability to 
understand even simple economic analysis 
is not so widespread that the justification 
for increased tax revenue to finance a 
budget surplus for developmental puiposes 
can be readily understood, let alone 
accepted. It is one thing for the World 
Bank and other institutions and people 
interested in development to argue for an 
increased tax effort for this specific 
purpose, it is quite another matter for 
governments to be able to act in such a 
single-minded manner. The gloomy 
record of inadequate budget surpluses, 
despite increased tax performance over the 
years, suggests that those who argued for 
a development strategy based on increased 
compulsory savings under-estimated and, 
more frequently, ignored the effect that 
the increase in taxation might have on 
public consumption. In these circum¬ 
stances there is a danger that those who 
recommend increased taxation in the 
interest of economic growth may be look¬ 
ing at a mirage. 

What, in this context, does governmental 
discipline of expenditure actually mean? 
Which expenditure can be controlled and 


Table II 

Impact of Total Disbursement with Respect to National Income 


(Rs in crores) 


Period 

Revenue 

expenditure 

Capital 

disbursement 

Aggregate 
disbursements 
on revenue and 
capital accounts 

National 

income 

Col. 4 as per 
cent of col. 5. 

1 

• 

2 

3 

4 

5 

6 

1950-51 

347 

182 

929 

9530* 

9.7 

1960-61 

1634 

1283 

2917 

13267 

22.0 

1970l71 

5666 

3181 

8847 

34627 

25.5 

1971-72 

6933 

3578 

10518 

36599 

28.7 

1972-73 

8317 

4002 

12319 

39592 

31.1 

1973-74 

9167 

4315 

13482 

49290 

27.4 

1974-75 (RE) 10505 

5580 

16085 

61337 

26.2 

1975-76 (BE) 11667 

5569 

17236 

— 

— 


*The final report of National Income Committee was submitted in the year 19S0-S]. 
It had computed the national income of India at Rs 9,530 crores. The committee was 
appointed by the government of India in August, 1949. 

Sonrcc: Reports on Currency and Finance 1963-64 to 1974-75. 
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to what extent can an outsider lender 
involve himself in such questions? It is 
obviously a most delicate matter to suggest 
to a government that it should cut defence 
expenditure. Even comment on such, 
highly sensitive issues can be dangerous. 
Yet external lenders cannot avoid con¬ 
cerning themselves with this issue, the 
funds that they lend for a particular pro. 
jcct might enable a country to divert into 
defence the funds it had itself earmarked 
for that project. External lenders must, 
therefore, if they are seeking to promote 
economic development rather than to 
underwite a defence programme, attempt 
to obtain an answer to such hypothetical 
questions as: ‘How much defence expend!, 
ture would a given borrower undertake 
and how will that expenditure grow if we 
make a loan for the new railway that they 
must have anyway?’* 

current expenditure 

As regards expenditure classified as 
current expenditure in government 
budgets, some should rank as capital 
expenditure. This would embrace those 
funds that in fact increase the ability of 
the economy to produce more goods anJ 
services in the future. The financing of 
this expenditure, therefore, should rank 
as a contribution to the aggregate flow of 
domestic savings. 

While this is true, there are two com¬ 
ments which need to be made. First, the 
acceptance of the principle must not give 
carte blanche to the acceptance of all 
social service expenditure as investment 
expenditure. Secondly, even if the invest¬ 
ment element as an item of social welfare 
expenditure is accepted, its priority in 
terms of economic return to the expendi. 
ture must still be judged in relation to the 
return on alternative investments.' 

Linked to these two points, and pervad¬ 
ing the whole field of discussion of social 
expenditure, is the almost universal accep¬ 
tance of the fact that this expenditure 
judged in vacuo is good. Eveiyone 
believes in the desirability of an educated 
rather than an ignorant population, 
healthy rather than sickpepole, and so on. 
It becomes particularly difficult, therefore, 
to argue that expenditure on such desir- 
able trtigectives is itself too high or rising 
too fiM. Yet in the light of the aims of 


the develdjpmmit decade, this may well be 
the case. 

Naturally the only certain answer to this 
problem is that government should be 
both mote rational and more self-disci¬ 
plined in determining public expenditure 
policy.^* Greater rationality requires the 
development of budgetary processes which 
clearly set forth the choices of ends open 
to the government and the implications of 
each choice in terms of alternatives for- 
gone. This in its turn requires adequate 
accounting practices, expenditure controls 
including forecasting analysis, financial 
reporting techniques, etc. The importance 
attaching to these developments cannot 
be exaggerated and is reflected in the 
establishment, in 1964, of a technical 
advisory service in the International 
Monetary Fund. Thus any institutional 
device which helps government to achieve 
higher rate of economic growth must a 
priori be regarded with favour. 

One device which appears to meet this 
need is the assigning of public funds for 
the financing of developmental expendi¬ 
ture in general, or the earmarking of 
particular revenues for particular develop¬ 
mental uses. Economists have widely 
argued that the earmarking of public 
revenues is an undesirable procedure; 
government should be free to determine 
the use to which all revenues are put. 
Earmarking prevents this by relating given 


categoriei air items of expenditure to given 
categories br items of revenue.^ It. 
requires an immense effort of will for any 
theoretical economist to convince himself 
that it might be desirable in certain circum¬ 
stances that obstacles should be established 
to the selection of the most appropriate 
allocation of a given supply of resource of 
any kind. Nevertheless, if the amount of 
non-priority expenditure is a function of 
the availability of Ainds, as suggested 
above, the prevention of the use of signi¬ 
ficantly growing sources of revenue for 
such purposes must impose greater res¬ 
traint upon a government. 

The danger of a mis-ailocation of finan¬ 
cial resources arising out of earmailcing 
which takes any of these forms must be 
readily acknowledged.*' Some services 
might have a surfeit of finance and others 
a dearth. This danger can be reduced if 
in the first place earmarking is undertaken 
in a generalised form, such as the assign- 
ing of revenues to a development fund or 
to wide sectors such as communications 
and power. 

Apart from administrative devices of 
this nature, which are designed to make it 
more likely, or less unlikely, that any 
increased revenues will be made available 
for meeting developmental objectives, the 
time has, perhaps, arrived to question for 
certain countries the strategy of domestic 
financial mobilisation which is based 


Table III 

Domestic Savings as per cent to Total Tax Revenue and Aggregate Disbursements 

(Rs in crorcs) 


Period Total current & uncurrent % of net receipts of % of net receipts of 
series domestic savings with domestic savings with 



Net receipts 

Outstandings 

respect to total 
tax revenue 

respect to aggregate 
disbursement 

1950^51 

33.89 

336.20 

9.5 

9.7 

1955-56 

66.97 

580.04 

16.3 

15.1 

1960.61 

104.98 

982.37 

14.3 

3.5 

1965-66 

150.77 

1549.33 

7.9 

2.5 

1969-70 

128.70 

2030.89 

5.9 

1.5 

1970 71 

191.60 

2222.49 

5.9 

2.1 

1971-72 

234.81 

2457.30 

6.6 

2.2 

1972-73 

340.57 

2797.87 

7.6 

2.7 

1973-74 

467.26 

3265.13 

11.9 

J.4 

1974-75 

254.23 

3519.36 

4.9 

1.4 

1975-76 

326.12 

3845.48 

5.5 

1.6 


Source •' The table has been computed with the help of Reports of Currency & 
Finance, 1966-67 to 1975-76. 
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almost exclusively on increased taxes. 
TaUe III gives statistical evidence to this 
effect. 

An analysis of Table III indicates that 
domestic saving are not playing their role 
in the economic development of India. 
Net receipts of domestic savings had in- 
creased flrom Rs 33.89 crores in 1950-51 to 
Rs 467.26 crores in 1973-74, and thereafter 
the same were showing a decreasing trend. 
In percentage terms the domestic net 
receipts with respect to total tax revenue 
of central government have shown an 
increasing trend from 9.5 per cent in 1950- 
51 to 16.3 per cent in 1955-56 and the 
same ratio has decreased to 5.5 per cent 
in 1975-76. In respect of aggregate dis¬ 
bursement, i.e., revenue and capital, the 
net domestic savings ratio has also shown 
an increasing trend from 9,7 l>er cent in 
1950-51, to 15.1 percent in 1955-56, and 
the same ratio has also gone down to the 
extent of 1.6 per cent in 1975-76. It shows 
that the domestic savings are contributing 
their share in economic development of 
India but in negligible ratio. 

In view of the above discussion it may 
be concluded that since the per capita 
incomes are low, there is little margin for 


voluntary savings in sufficient measure for 
financing development with the result that 
there is large reliance on foreign aid to 
supplement domestic savings, and this 
emphasis on public saving has stemmed 
from factors which undermine the willing, 
ness of the private sector in less developed 
countries, such as ours, to make an ever- 
increasing contribution to the flow of 
domestically available savings—the urge 
to increase consumption, political uncer¬ 
tainty, fear of inflation, etc. The readiness 
to expand public expenditure appears to be 
such that total savings would probably 
have been increased if taxation had been 
reduced and private disposable incomes 
thereby increased. However, even if the 
strength of these factors which weigh 
against private saving is admitted, it does 
not follow that the only solution is to rely 
upon publicly generated savings. A more 
effective solution or at least a solution 
which could be given far more emphasis 
in development strategy than it is generally 
accorded, is to provide the necessary 
encouragements to savers. These 
encouragements would take the form of an 
appropriate pattern of terms offered to 
savers in securities, insurance policies, 


savings deposits, and other financial 
assets, aimed at offsetting the factors 
which weigh against savings and in favour 
of consumption. 

In today’s world it is mainly through 
their own efforts to raise their rates of 
savings that developing countries can add 
to their stock of capital. These domestic 
efforts are not only extremely important 
in themselves, but also by them the world 
judges the strength of a developing coun¬ 
try’s claim to financial aid. 
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US advisers’ report 

on world 


Following are excerpts from the International affairs section of the 
annual report of President Carter*s three-man Council of 
Economic Advisers. 


At the beginning of 1978, the world 
economy faces the same problems that 
have confronted policy-makers since 
1975—unemployment is high, margins of 
unused productive capacity are subs- 
tantial, inflation continues at excessive 
rates, protectionist forces are strong, and 
current accounts are extremely un¬ 
balanced. On the brighter side, the viru¬ 
lence of underlying contractionary and 
inflationary forces has abated as govern¬ 
ments have taken cautious and for the 
most part cooperative steps to improve 
economic performance. The international 
financial system has adapted to the need 


require bold policies and close interna¬ 
tional economic cooperation. 

Four major economic challenges are 
discussed below. International coope¬ 
ration is essential to meeting each one of 
them. If, instead of working together to 
sustain economic recovery and solve our 
other problems, governments accept a 
continuation of the poor performance of 
1977 as inevitable, the world may well 
face a darkening economic future. Uni¬ 
lateral protectionist trade policies will 
flourish. Pressures for international arrange¬ 
ments to allocate markets in especially 
depressed sectors will grow stronger. 


WINDOW 

ON 

THE WORLD 


to channel the large accumulation of sav¬ 
ings in OPEC countries to countries in 
deficit. 

The serious problems that have beset the 
world economy have led some to argue 
that we must permanently set more limited 
economic objectives. In some respects 
this is true^we must plan for a world of 
less secure and more expensive energy. 
Nevertheless higher employment and out¬ 
put are achievable virtually everywhere 
without creating new inflationary pres¬ 
sures. The problems are global and the 
pursuit of appropriate domestic policies is 
constrained in many countries by inter¬ 
national payments imbalances. Achieving 
the potential of the world economy will 


The result will be a more rigid world 
economy, no longer capable of generating 
the rapid growth of trade and incomes 
that has characterised the post-World 
War II period. The developing countries, 
which are looking for opportunities to 
participate more broadly in world trade, 
will be particularly hurt by such an out¬ 
come. 

Foreign industrial economies as a group 
have shown only scattered signs of re- 
newed strength following their extreme 
weakness in mid-1977. The Japanese 
economy is experiencing very slow growth. 
Even with the stimulative measures an¬ 
nounced at the end of 1977, the apprecia- 
tion of the yen, together with a high 


economy 

personal saving rate and depressed invest, 
inent, raises questions whether growth in 
1978 will exceed 1977. In Europe, the 
economic outlook with existing policies 
is for rising unemployment of labour and 
falling capacity utilisation. For the OECD 
as a whole, ONP growth is likely to ave- 
rage^3.5 to four p;r cent in 1978, unless 
there are major policy changes in addition 
to those announced for Japan and those 
proposed for the United States in this 
report. 


slack in sconomiss 

At the same time, most forecasts indi* 
cate that the rate of increase of consumer 
prices in the OECD should slow some¬ 
what from about eight per cent in 1977 to 
around seven percent in 1978. There conti¬ 
nues to be sufficient slack in most eco¬ 
nomies to permit growth at rates mode¬ 
rately higher than current forecasts with¬ 
out foregoing a gradual reduction in 
average inflation rates. 

Oovernments recognise the need for 
stronger expansion. In November 1977 
the member countries submitted their 
preliminary objectives for 1978 to the 
OECD. In the aggregate these goals 
would lead to 4.5 per cent real ONP 
growth for the OECD as a whole. Such 
an outcome would be the minimum that 
could be expected to arrest the rise of 
unemployment abroad. 

The generally sluggish behaviour of* 
business fixed investment has been a major 
factor keeping countries from achieving 
their goals, 

A number of explanations have been 
offered for the weakness of investment. 
No single explanation will suffice for all 
countries. Nevertheless a substantial 
portion of the current weakness of invest¬ 
ment in every country is accounted for by 
the low current and prospective rates of 
capacity utilisation and the effects of low 
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level* of output on profits. In addition, 
the persistence of in^tion has undoubte- 
diy added to concerns that recoveries may 
not sustained. Much investment that 
has occurred has been for modernisation 
projects that promise to save mote in 
labour, energy and other inputs than their 
capital costs; projects that would add to 
capacity have, in many instances, been 
deferred. 

Considerable attention has been focus¬ 
sed, as well, on low after-tax returns on 
capital and the poor outlook for improve¬ 
ment as explanations for sluggish invest¬ 
ment. Measures of profits and the total 
return on capital must be treated jyith 
some reservations, but there is substantial 
evidence that over the past 15 to 20 years 
they have declined relative to ONP and 
relative to capital stocks in many foreign 
countries. Moreover it appears—in con¬ 
trast to the US experience—^that the fall 
in the rerurn on capital has been too large 
and too prolonged to be entirely attribu¬ 
table to the recent recessions, at least in 
West Germany, the United Kingdom and 
Italy. 

Investment is not being held back by 
insufficient savings. Given the savings 
represented by the OPEC current account 
surplus and with consumer saving rates in 
most foreign economies high by historical 
standards, there is no shortage of savings 
in the world today. Thus a higher return 
on capital is not required today to assure 
an adequate supply of funds for invest¬ 
ment. Rather, to encourage firms to 
make use of the available pool of savings 
for productive investment, what is needed 
is a sufficient margin of the expected 
return on capital over the cost of capital. 

reducing uncertainties 

One way to increase this margin and call 
forth more investment is to raise expecta¬ 
tions and reduce uncertainties concerning 
after-tax returns on capital. 

Many government actions can have an 
effisct on these expectations by achieving 
continued economic recovery, reducing 
tax liabilities associated with new invest¬ 
ment and reducing uncertainties and 
inefficiencies that result from the govern¬ 
ment regulatory process. A second way 
to increase the margin is to maintain an 
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expansionary monetary' policy, which 
reduces the cost of capital. 

To some extent, views concerning the 
indicators of macro-economic management 
threaten to prevent some countries from 
reaching their goals. As discussed below, 
the significance of current acccount posi¬ 
tions has changed in view of the OPEC 
surplus. In addition, attitudes about bud¬ 
get deficits and the growth of monetary 
aggregates should be formulated in the 
light of current economic conditions.... 
Similarly, rates of monetary expansion 
must make realistic allowance for the 
inherited momentum of price and wage 
increases and the rate at which this mo¬ 
mentum can be dissipated. It is import¬ 
ant to avoid such a progressive tightening 
of monetary conditions that investment 
objectives are thwarted. 

In recent years, the appropriate use of 
monetary and fiscal policies has some, 
times been constrained by views on their 
significance and impact. The principal 
tools of macro-economic policy are not 
themselves the ultimate objectives of 

policy... 

potential imbalances 

A programme for achieving full recovery 
in the industrial economies must begin 
with measures to raise domestic demand 
and capacity utilisation. Only then is 
sufficient investment likely to be forth¬ 
coming to achieve structural objectives 
such as reducing dependence on export 
demand and forestalling potential imbal¬ 
ances between capital stocks and labour 
forces. Both monetary and fiscal policy 
can make a contribution. With excess 
capacity everywhere, world recovery can 
proceed without undue concern that rea¬ 
sonable expansionary policies will trip 
off a new round of inflation. 

As recovery continues and utilisation of 
capacity reaches high levels, unemploy¬ 
ment may still remain unacceptably high 
in some countries. A more cautious 
approach to further reductions in unemp¬ 
loyment would then have to be taken. It 
may be necessary to move progressively 
towards fiscal restraint to keep demand 
vrithin the productive potential of the 
economy and meanwhile continue to 
promote investment with continued stimu- 
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lative monetary policy and special incen¬ 
tives for investment. 

Improved cooperation in economic 
policy making will be essential if coun- 
tries are to succeed in carrying out such a 
programme. The consequences of insuffici¬ 
ent attention to the global implications of 
national policies are seen in the infiation¬ 
ary pressures generated by the simul¬ 
taneous expansion of 1973 and in the 
poor performance resulting from too 
great a reliance on export-led growth in 
1977. The mechanisms for international 
cooperation have improved in recent 
years. 

dom«»tic goals 

The heads of state of the largest indus. 
trial countries have met three times since 
1974 to address economic problems. At 
the London summit last May the heads 
of state discussed their domestic econo¬ 
mic goals and agreed to monitor pro¬ 
gress toward them. 

While not all of the specific goals for 
1977, that were laid down at the London 
summit have been achieved, the exercise 
has proved a useful tool in improving 
international economic cooperation. When 
the German and Japanese economies pro¬ 
ved to be weaker than officials in those 
countries had expected, the summit com¬ 
mitments reinforced domestic considers, 
tions that led both governments to im¬ 
plement stimulative measures in the fall. 
Summit commitments also supported the 
efforts of other governments to maintain 
policies directed primarily at reducing 
inflation and current account deficits. 

The process of setting economic objec¬ 
tives and examining their consistency and 
desirability is being extended in the 
Economic Policy Committee (EPC) of 
the OECD. The EPC will continue to 
monitor economic activity in 1978 rela¬ 
tive to countries' own internal goals and 
to the overall balance of demand and 
supply in the world economy. The inter¬ 
national discussion of goals and the 
means to achieve them is necessary to 
assess the consistency of individual coun- 
tries’ aims, to guide the formation of 
policies that have good promise of achiev¬ 
ing them and to respond to development; 
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that push economies off their desired 
courses. 

II 

A country’s current account balance 
measures its net receipts from trade in 
goods and services (including investment 
income) plus net transfers from the rest 
of the world. It is closely related to the 
level of economic activity. Higher 
demand at home generally leads to more 
imports and thereby to a smaller surplus 
or larger deficit. Moreover, a decline in 
the balance generated by external forces 
must be offset by stronger domestic 
demand if GNP growth is to remain un« 
changed. Thus a country's current account 
position is an important indicator for 
setting demand management policies. 

A country's current account balance is 
a useful economic indicator for a second 
reason. A current account surplus must 
by definition be matched by a net outflow 
of private and official investment to the 
rest of the world, while a deficit must be 
matched by a net inflow of investment. 

Policy-makers must consider the sus- 
tainability of a current account deficit—< 
whether the willingness of foreign inves¬ 
tors to acquire claims on a country or the 
willingness of domestic investors to reduce 
claims on foreigners will remain strong 
enough to finance a given deficit. Changes 
in a country’s current account position 
may require exchange rate changes to 
reconcile domestic objectives with a cur¬ 
rent account position that can be sustained. 
But neither the current account nor the 
exchange rate should be viewed as an 
ultimate objective of policy in the same 
sense that real income and the rate of 
unemployment are. These external vari¬ 
ables do not directly affect the welfare of 
citizens, although they have important 
effects on variables that do. 

emergence of OPEC 

The presumption in the past has been 
that a mature industrial country like the 
United States would normally be in curr¬ 
ent account surplus, thus supporting a 
private capital outflow to capital-poor 
developing countries where the produc¬ 
tivity of capital was thought to be rela- 
tively high. The emergence of the OPEC 
countries as major capital exporters and 


the troubled state of the world economy 
have alt^ed this presumption, at least for 
the present. Although developing coun¬ 
tries continue to welcome small current 
account deficits—that is, an inflow of capi¬ 
tal—large deficits are not welcome, since 
these countries’ export earnings are insuffi¬ 
cient to meet the resulting increase in debt 
service... 

Over the last four years, there has been 
an extraordinary divergence in countries’ 
current account positions. Surpluses have 
been common among those countries— 
best able to finance a deficit—including 
the United States in 1975. As a result, bor¬ 
rowing by many weaker countries with 
large deficits strained the limits of inter* 
national lenders’ willingness to extend 
credits to them and the fabric of the 
international financial system was stretch¬ 
ed thin. The movement of the United 
States into deficit has relieved these strains 
somewhat but has led to new strains in 
exchange markets... 

effective measures 

In time, as the United States and others 
finally accept the need to take effective 
measures to limit oil consumption, the 
OPEC surplus will dwindle and the corres¬ 
ponding deficits will shrink. But in the 
interim only action by OPEC members 
to reduce oil prices or dramatically raise 
imports, or a repetition of the 1975 world 
recession, would significantly reduce the 
OPEC surplus. The latter would be an 
extraordinarily costly way to reduce oil 
imports. Hence, for some time to come, 
appropriate national policies and interna¬ 
tional cooperation will be particularly 
important to ensure that the international 
financial system remains adequate to the 
demands that will be made on it and to 
reduce the large imbalances that exist 
aside from the OPEC surplus. 

When current account imbalances arise 
for a given country, there are several 
alternative courses of action. If a deficit 
appears temporary-from, say, a bout of 
cold weather or a sharp cyclical move¬ 
ment—one would expect extraordinary 
deficits to be financed by private and official 
capital flows. For large and unsustainable 
surpluses or deficits, which are likely to per¬ 
sist and reflect underlying trends, adjust¬ 
ment must come either through adjustment 


of ntfugo^wonomic variables, such as a 
change ifi interest rates or economic 
activity, or through changes in the ex¬ 
change rates. Finally, there are a number 
of '^micro-economic measures” that can be 
pursued, such as trade policy, protective 
actions, changes in the tax structure or 
export promotion. By and large these 
latter measures are not appropriate to 
promoting adjustment between regions. 
They greatly distort the underlying prio¬ 
rities of an economy with little payoff in 
adjusting imbalances. The roles of ex¬ 
change rate adjustment, macro-economic 
measures and financing are explored 
further in the following sections. 

cxchangn rafes 

During the first half of the 1970's, the 
industrial world moved from the Bretton 
Woods system of predominantly par value 
exchange rates to one in which the ex¬ 
change rates between major currencies arc 
determined primarily by market forces. 
The role of the exchange rate in the 
adjustment of countries* current account 
positions is potentially a powerful one. 
Exchange rate changes can help to elimi¬ 
nate persistent current account imbalances, 
and they can forestall imbalances that 
otherwise would arise in a world where 
inflation rates and real growth rates differ 
widely. Now that we have several years 
of experience operating with more flexi¬ 
ble exchange rates, it is useful to review 
events and ask how, and how well, the ' 
system has functioned. 

The present system of flexible exchange 
rates is not a pure floating rate system. 
Many smaller countries have continued 
to maintain the exchange rates of tehir 
currencies within specifled limits with 
respect to one or more major currencies. 
The European joint float (the so-called ' 
“snake”, currently consisting of the curre¬ 
ncies of Belgium, Denmark, W. Germany, 
The Netherlands and Norway) is a 
significant regional arrangement for keep¬ 
ing exchange rate movements among 
members within fixed limits. The existing 
exchange rate system is also distinguish¬ 
able from a pure floating rate system in 
that governments and central banks buy 
or sell foreign currencies in intervention 
operations to counter disorderly market 
conditions, to slow movements in rates 
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and occasionally to prevent rates from 
moviiig. 

In the period since the dollar floated in 
March 1973, exchange markets have gra* 
dually adjusted to the new regime. 
Although there have been large rate 
movements during this period, these 
movements have generally reflected funda¬ 
mental dewlopments. The historical re¬ 
cord indicates, however, that exchange 
market attention has focused on different 
times. 

Soon after it was allowed to float in 
March 1973, the dollar came under down¬ 
ward pressure once again and by July 
it had fallen to levels that with hindsight 
appear too depressed. To a certain degree, 
the further decline was caused by those 
forces that had generated pressure under 
theparvalue system... at the old exchange 
rate the United States was not competitive. 
Also important, however, was the desire 
of foreign holders of dollars to diversify 
their foreign exchange positions, given the 
initial uncertainty in the market about 
bow the new system would function and 
the likelihood of larger, more frequent 
and less predictable changes in exchange 
rates. One piece of evidence for this diver- 
siiication is the substantial decline in the 
dollar share of gross Eurocurrency assets 
that occurred in 1973. Evidence that 
central banks stood willing to enter the 
market forcefully to counter disorderly 
market conditions helped to dispel some 
of the uncertainties and contributed to a 
stabilisation of the dollar in July 1973. 

Ill 

Following the Arab Oil embargo and 
the announcement of higher OPEC oil 
prices in late 1973, exchange markets 
focussed on individual countries’ depen¬ 
dence on foreign oil. In view of the 
United States, relatively high degree of 
self-suflSciency in energy, as well os the 
central role of the dollar as an investment 
vehicle for OPEC surpluses, the dollar 
appreciated by 12.7 per cent on a weight¬ 
ed-average basis from October 1973 to 
January 1974. 

. * 

During the recession and early recovery 
period from mid.1974 through the end of 
1975, exchange rate movements were 


dominated by differences in interest rates. 
US short-term interest rates fell relative 
to rates in other major countries during 
the US recession. The decline in interest 
yields on dollar assets relative to yields 
available in other currencies caused 
investors to attempt to shift out of dollars, 
and the dollar depreciated over a 6-month 
period by 8.1 per cent against a multi¬ 
lateral weighted average of 10 currencies. 
Short-term dollar interest rales turned 
around as the US recession bottomed out 
in the second quarter of 1975, while rates 
in other countries continued to full. As a 
result, the dollar rose, wiping out the 
earlier depreciation by September. It is 
interesting to note that neither the US 
current account from a deficit in 1974 to 
a surplus at an annual rate of $16,000 
million in the second quarter of 1975, nor 
the subsequent turnaround in the current 
account—developments that were largely 
the result of the depth and timing of the 
recession in the United Slates and in 
major foreign economies—had a major 
impact on the value of the dollar during 
this period. 

4 

diffwrentlal rates 

In 1976, exchange market participants 
seemed most infiuenced by differential 
rates of inflation. Market commentary at 
least, was preoccupied by these differen¬ 
ces although countries whose currencies 
depreciated also had current account defi¬ 
cits. The dollar appreciated by a small 
amount during the year, in line with the 
bettcr-than-average US price performance. 
The currencies of the two major countries 
with the highest inflation rates—the Unit¬ 
ed Kingdom and Italy—depreciated against 
the dollar by 17.0 per cent and 21.3 per 
cent tespectively. 

Most accounts of e.xchangc rate move¬ 
ments in 1977 relate these movements to 
trade and current account developments. 
Indeed the initial pressures on the dollar 
developed in the wake of a string of 
record monthly trade deficits—reflecting a 
major increase in oil imports and diffe¬ 
rences in growth rates between the United 
States and other OECD countries. As it 
became clear that these deficits were un¬ 
likely to shrink over a reasonable period 
of time, the pressure on the dollar intensi¬ 
fied. The countries with the largest appre¬ 


ciations, Japan, W. Germany and Switzer¬ 
land, were those with the largest and 
most persistent current account surpluses. 
The turnaround in the pound sterling also 
coincided with the turnaround in the UK 
current account. 

Although W. Germany and Switzerland 
had somewhat lower inflation than the 
United Slates, only a small fraction of the 
appreciation of these countri^ could be 
attributed to actual differences in inflation 
rates. Moreover, developments during the 
year did not warrant a shift in expecta¬ 
tions of future inflation large enough to 
account for a substantial part of the move, 
ment in exchange rates. 

big rise 

The dollar depreciation in 1977 ran 
counter to a strong rise in the US interest 
rates and declines in most foreign interest 
rates. During the year, US short-term 
interest rates rose about 350 basic points 
relative to those in major European coun¬ 
tries. In the past, interest rate movements 
of this magnitude generated substantial 
private capital inflows or exchange rate 
changes. 

The size and timing of the exchange 
rate changes in the episodes recounted 
above illustrate some implications of the 
fact that trade and price developments 
affect exchange rates through their effects 
on the supply and demand for assets 
denominated in different countries. Among 
the most important determinants of the 
price of any asset are portfolio risk, 
current return—for example, interest— 
and expectations concerning its own future 
value. 

Interest rales and perception of risk 
have been major determinants of ex¬ 
change rates, as seen in the 1973 and 
1975 episodes. Moreover, relative price 
and current account developments have 
strongly affected exchange markets, pri¬ 
marily by altering expectations concerning 
future exchange rates. Thus exchange rates 
have responded to inflation and current ac¬ 
count developments, as market participants 
have concluded that they would persist. 
Rate changes have sometimes led to actual 
changes in underlying variables and often 
followed them. When nonfinancial deve. 
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lopmcDts have been viewed as temporary, 
such as the US current surplus in 1975, 
they have had little efifcct on expectations 
and therefore on exchange rates. 

While exchange rate movements during 
the flexible rate period have broadly reflec¬ 
ted underlying developments, sustained 
large movements in one direction, follow¬ 
ed by reversals, have occurred surprisingly 
often. These movements have often not 
corresponded to discounts or premia on 
forward exchange rates. They have been 
of sufficient regularity and magnitude to 
cast doubt on whether large exchange rate 
changes have always reflected the workings 
of a market in which new information is 
efficiently incorporated into currency pri¬ 
ces. Markets have also been characterised 
from time to time by very thin trading, 
much wider than normal bid-ask spreads 
and large intra-day rate movements in the 
absence of significant fundamental deve- 
lopments. When these disorderly condi¬ 
tions prevail in the market, there is a 
question whether the longer-run prospects 
for currencies may be lost from sight. 
Critics of floating exchange rates have 
pointed to these features of the current 
regime to underscore the need for more 
active intervention by central banks and 
governments. 

dollar reservos 

Responding in part to these concerns, 
as well as to domestic policy needs, 
foreign central banks in 1977 made heavy 
purchases of dollars to smooth and in 
some cas^s to limit, the appreciations of 
their currencies against the dollar. These 
activities are crudely indicated by reserve 
movements over the year. British official 
reserves rose {16,200 million through 
October, when large-scale intervention 
was suspended. Japanese reserves rose 
$6,600 million and West German reserves 
$5,200 million for the full year. 

It is unlikely that intervention had a 
major lasting impact on exchange rates. 
The large volume of liquid funds in inter¬ 
national financial markets and the one¬ 
sided risks that arise when central banks 
come into the market heavily on one-side 
have meant that a large and continuing flow 
of intervention would be needed to keep 
rates from moving in response to changing 
expectations among managers of private 


foreiga exchange positions. Thus the 
volume of intervention required to keep a 
rate from moving is not a reliable indica¬ 
tor of how far the rate would go if it were 
permitted to adjust freely. 

a useful tool 

When the Bank of England suspended 
its massive inteivention on October 31, 
1977, the pound moved to a level only 
1.8 per cent higher against a weighted 
average of foreign currencies than the level 
at which it had been held. Even with the 
later weakness in the dollar the weighted 
average pound was only 5.0 per cent 
above its October level in mid-January. 
While intervention can be a useful tool in 
restoring order to exchange markets, sub¬ 
stantially larger intervention than seen in 
1977 would be necessary to have a large 
effect on rates for any time. 

Eliminating most cumulative rate move¬ 
ments would not be desirable even if it 
were easier. Flexible exchange rates have 
been beneficial because they have helped 
to reduce the large changes in countries' 
relative price levels that would have occur¬ 
red as a consequence of differential price 
movements among trading partners. Some 
significant and lasting changes in relative 
price levels have resulted from exchange 
rale changes, however. These changes have 
generally helped to reduce unsustainable 
current account surpluses or deficits. 

It is not an indictment of flexible ex¬ 
change rates tliat current account imbaU 
ances have continued to occur and in some 
cases have proved to be persistent. Not 
all imbalances can or should be dealt with 
through exchange rate adjustment. As 
noted above, it is normal and sustainable 
for some countries that have especially 
attractive investment opportunities to be 
capital importers and therefore to have a 
deficit while others have surpluses. In 
addition, the aggregate deficit that is the 
counterpart of the OPEC surplus cannot 
be eliminated by exchange rate changes, 
although exchange rates can play a role in 
allocating this deficit among countries. 

Finally, while exchange rate changes 
can have a significant impact on current 
account balances after one to two years, 
their effect initially may be perverse, since 
the strongest immediate effect of exchange 


rate ojiat^ is to raise many import prices 
and thereby increase the size of the deficit. 
This fact has two important implications. 
First, if imbalances seem to be temporary 
—owing to demand conditions that are 
likely to be reserved or to supply disrup¬ 
tions such as droughts—expectation will 
not be changed, and such imbalances nor¬ 
mally will be financed by private capital 
flows. Exchange rates need not change. 
Second, when exchange markets are order¬ 
ly and functioning eflBcientiy, exchange 
rates will respond quickly, even abruptly, 
whenever it becomes clear that a country's 
underlying position has moved away from 
what is sustainable over the longer term. 
Once exchange markets have moved to 
reflect the new assessment, a return to 
exchange rate stability is possible even 
though the adjustment in trade flows may 
take considerable time. Capital flows can 
be expected to finance imbalances during 
the period of transition without the need 
for significant change in interest rates. 

market forces 

The administration’s policy toward 
dollar exchange rates has been to let mar¬ 
ket forces determine them but to intervene 
when necessary to counter disorderly mar¬ 
ket conditions. This approach is based on 
the view that it is belter to give market 
forces continuous influence on rates, rather 
than to have a period of officially deter¬ 
mined rates followed by a sharp and dis¬ 
ruptive adjustment. The historical experi¬ 
ence with attempts to fix exchange rates is 
not an enviable one. Such policies more 
often than not sustained inappropriate 
exchange rates rather than correcting the 
underlying values of currencies; more often 
than not they generated large private capi¬ 
tal flow that let to serious dislocations in 
financial markets and spilled over to affect 
other policy objectives. Whilethe adminis¬ 
tration does not believe it is appiopriatc 
to maintain any particular value for the 
dollar, it recognises its responsibility to act 
forcefully when market conditions become 
disorderly. 

Many managers of private foreign 
exchange positions normally help to 
stabilise the i^rket by adjusting their 
positions on the basis of careful assess¬ 
ments of factors affecting currency values 
over the medium term. These managers 
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teifji to cover more . df ttoir fbteign ex- 
chehge eiqposofe in thit inmas^ 

ing risks disorder. 

Rates are buffet^|G|||l|^^ 
cial transactions^WHkit bvny and sell 
orders of traders whose time horizon is 
measured in days or at most weeks. Under 
these chxaimstanoes, intervention can help 
to restore markets to their normal func¬ 
tioning. .. 

In setting policies to achieve domestic 
objectives, authorities must consider the 
strong two-way interactions between 
domestic growth and inflation on the one 
hand and the current account balance 
and exchange rate on the other. Going one 
way, stronger domestic demand tends to 
result in a large current account deficit 
within a short time. Going the other way, 
an increase in the current account balance 
resulting from an exchange rate change or 
external factors will raise domestic output 
and employment. 

In considering policies to achieve domes¬ 
tic goals, authorities sometimes find that 
policies appropriate for achieving domes, 
tic objectives also move the current 
account toward a more sustainable posi¬ 
tion. At other times, they face a dilem¬ 
ma. Two easy cases present no dilemma. 
One of these occurs when a country is 
falling short of its domestic goals and has 
a current account position as an additional 
signal to adopt expansionary measures. 

restrictive meeturee 

The second easy case occurs when 
demand threatens to strain the potential 
of the economy. A current account deficit 
then reinforces the need to adopt restrictive 
measures. In both cases current account 
adjustment may take place without sacrifi¬ 
cing domestic objectives and with policy 
actions reducing the need for exchange 
rate adjustment. 

The dilemma arises when there is con¬ 
flict between domestic goals and the 
requirement for the current account to be 
maintained in a sustainable range. This 
may occur when an economy with infla¬ 
tionary demand pressures has a surplus. 
In the world economy today, however, 
nations more often face the dilemma 
of a sluggish economy with an unsus. 

BASTfiRN BOONOmiT 


tafaiable current account deficit. In this 
case, the appropriate response h to use 
domestic fis^ and monetary policy to 
attain domestic objectives, while allowing 
exchange rate adjustment to restore sus¬ 
tainable external positions. Especially for 
large countries such as the United States, 
where the economic cost of changing 
domestic growth is large relative to the 
improvement in the current account that 
would result, it is not appropriate to 
modify domestic objectives for economic 
growth in order to reduce the current 
deficit. 

change in the mix 

A second way in which macro-economic 
policy can affect the external balance is 
through a shift in the mix of policies. 
Thus a country might shift to a tighter 
monetary policy and a more expansionary 
fiscal policy when faced with a large cur- 
rent account deficit and a weak currency. 
In principle, such a change in the policy 
mix could be made with an unchanged 
GNP growth target. If investment were 
unc^irably strong, and if it were thought 
that the current account deficit would soon 
improve, such a change in the mix of 
policies might be appropriate. In practice, 
however, differences in the lags with which 
each policy works and the uncertainties 
surrounding their effects make a shift of 
this kind difficult to achieve. Such policies 
also have eflects on the composition of 
demand and output. First, to the extent 
that they strengthen the currency they 
reduce exports and increase imports with 
a significant time lag. Second, they tend to 
shift demand away from private invest- 
meat and toward other forms of spending, 
thus reducing the rate of capacity growth. 

It should be noted that allowing ex¬ 
change rates to adjust when a country's 
domestic objectives and external positions 
are inconsistent has effects on the domes¬ 
tic economy that must be taken into 
account in setting domestic objectives and 
policies. Appreciation of a country’s ex¬ 
change rate tends to depress demand. 
Depreciation tends to add to inflationary 
pressures by raising import prices and to 
reduce real incomes as imports become 
more expensive. 

Thus, when exchange rate changes do 
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o^ur, they must be supported with mone¬ 
tary and fiscal policy, if an unchanged 
domestic growth target is to be met and if 
the full adjustment of the current account 
is to be realised. Countries with apprecia¬ 
ting currencies will face a slow'ing of 
demand growth as exports are reduced 
and imports rise. If these effects are not 
offset by stimulative policies, the economy 
will slow and some of the potential adjust¬ 
ment will not be realised, since import 
growth will be retarded along with the 
slowing of domestic demand. Countries 
with depreciating currencies will experi. 
ence a stimulus to demand that may also 
have to be offset. Whether the adjustment 
of policies should be greater in countries 
with appreciating or with depreciating 
currencies should depend on whether the 
countries arc under-shooting or over-shoot¬ 
ing their internal goals for output and 
employment. 

difficult process 

It should also be noted that adjustment 
through exchange rate movements suc¬ 
ceeds only if the improvement in competi¬ 
tiveness of countries with depreciating 
currencies is not undone by higher wage 
and price increases to maintain workers* 
purchasing power or to obtain higher pro¬ 
fit rates. In those economies w^here such 
wage and price adjustments are rapid and 
nearly proportional to exchange rate 
changes, gains in competitiveness from 
exchange rate depreciation evaporate quick¬ 
ly. Adjustment through exchange rate 
change is much more difficult and costly in 
terms of innation. Such countries maybe 
forced to accept depressed demand as the 
only elfective way of reducing a deficit. 
Hence structural measures by authorities 
that retard the pass-through of import 
price increases into domestic prices tind 
wages have a high payoff in allowing less 
costly external adjustment. 

Over the past 25 3 'ears world trade has 
grown more rapidly than w'orld output, 
playing a key role in economic expansion 
by widening available markets for raw 
materitils, industrial products and agri 
cultural goods. During this period th< 
volume of world trade showed a five-fok 
increase-—an average growth of 6,6 pe 
cent per year. This growth was facilitatcc 

FBBRUARY 17, 1978 



by a major movement to reduce tariffs 
and other trade restricUons under the 
auspices of the Oeneral Agreement on 
Tariffs and Trade (GATT). The Kennedy 
Round of tariff negotiations, which was 
completed in 1967, resulted in an average 
reduction of one-third in the tariffs set by 
industrial countries on industrial pro¬ 
ducts. The growth of world trade was 
also supported by the reduction of trade 
barriers on a regional basis, such as the 
elimination of tariffs within the European 
Common Market. In 1970 agreement was 
also reached on a Generalised System of 
Preferences for industrial countries' im¬ 
ports from developing countries. 

The growth of world trade has slowed 
since 1974; trade volume was estimated to 
have expanded only four per cent in 1977. 
The slower growth of trade is mainly attribu¬ 
table to the general weakness in the world 
economy. However, there has been a dis¬ 
turbing reversal of the trend toward trade 
liberalisation; this development has also 
contributed to the slowing growth of 
trade. The GATT secretariat has estima¬ 
ted that new restrictive trade measures 
have been imposed on three to five per 
cent of world trade since 1974. 

clamour for protection 

The worldwide pressure for protection 
from imports was also evident in the 
United States. In 1977 the ITC investigat¬ 
ed petitions for import relief by over 20 
industries, covering imports of nearly 
S 5,000 million. The ITC recommeded 
increased protection in the form of 
tariffs or quantitative restriciions on 
S 3,000 million of trade, including shoes, 
colour television receivers, mushrooms, 
and above-ground swimming pools. 

Despite rising domestic pressures for 
protection from imports at home and 
abroad, the administration remains com- 
roitted to a policy of open markets for 
both US exports and imports. The case 
for open markets and against import 
restrictions is strong. In an open trading 
system a country will export those goods 
it can produce at relatively lower cost 
than other countries and import goods 
that other countries can produce at lower 
cost. Countries thereby realise gains from 
trade that make possible higher levels of 


consumpUen and investment. Import 
restrictions reduce these gains. Through 
an open tiadiog system the United States 
can obtain larger quantities of goods for 
consumption and investment than it could 
by restricting imports and diverting resour¬ 
ces from export industries to import-com¬ 
peting industries. 

import rostrictions 

Tn addition to reducing the gains from 
trade, the imposition of import restrictions 
has an immediate inflationary impact. 
Consumers pay higher import prices and 
usually higher prices for domestic substi¬ 
tutes as well. Competition- from imports 
not only helps to keep prices down but 
fosters efficiency and responsiveness 
among domestic producers. For example, 
production of attractively priced American 
small cars has obviously been hastened 
by the availabiJiiy of small, low-priced, 
fuel-efficient imports. 

Import restrictions do not increase emp¬ 
loyment, even if potential retaliation 
against exports is ignored. As a result 
of decreased imports and higher domes¬ 
tic prices, there miiy be an increase in 
domestic output and employment in the 
industry that is granted protection from 
imports. But the higher prices associated 
with reduced import competition reduce 
real consumer incomes and hence tend to 
reduce real consumption and output. In 
the absence of changes in overall economic 
policy, the net effect of these opposing 
tendencies in the protected industry and 
in the rest of the economy is usually a 
reduction of real output and employment. 
Only in the rare instances when import 
protection results in very small price 
increases and very large import reductions 
will protective measures increase employ¬ 
ment. 

Re 5 pon.ses to import reitriclions will 
make the net employment reduction lar¬ 
ger. Unilateral imposition of new tariffs 
or quotas invites retaliation through 
higher barriers for our exports. Indeed 
GATT rules allow tariffs to be raised on 
imports from a country that imposes uni¬ 
lateral trade restrictions. Induced upward 
exchange rate adjustment also decreases 
the demand for exports. Thus, in most 
cases, import protection has the efibet of 
shifting employment from dynamic export 


Industrie^ to contracting import'^ompeting 
industries, aggregate emp- 

Recent taken 

the form import licensing 

requirements and other non-tariff barriers 
to trade. Quantitative restrictions are more 
damaging than equivalent tariffit to an 
open system of world trade. During reces¬ 
sions they provide less protection from 
imports at a time when business and 
labour are in a weaker position; during 
expansions they do not permit imports to 
play their role as safety valves, limiting 
sharp price increases when supplies are 
tight. 

trade liberalisation 

The administration has been working 
with foreign governments to reverse the 
worldwide slip toward more restrictions on 
imports and restore the trend toward trade 
liberalisation. These efforts are centered 
in the round of Multilateral Trade Nego¬ 
tiations new being held in Geneva. After 
being stalled for some time, the negotia¬ 
tions made significant progress in 1977 
with agreement among the major partici¬ 
pants on key procedures that will guide 
the negotiations during 1978. 

The trade negotiations are being conduc¬ 
ted under difficult conditions in the world 
economy. These same conditions make it 
essential that agreement on significant 
liberalisation be reached, however, so that 
further steps toward protection can be 
averted, the dynamism of world trade can 
be restored and the potential contribution 
of trade expansion to overall economic 
growth can be realised. 

^ - ^ 

Announcement 

M/s. Saurabh PusUk Bhandar, 
Ahmsdabad, have bean appointed 
as one of our Subscription 
Agents. 

Necessary enquiries may plaase 
ba made to:- 

Saurabh Pustak Bhandar 

815, Relief Road, First Floor, 

Near Callcodome, 

AHMEDABAD-380001 
Phona No. 81280 

——.. -..J 
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■Hr J.R.D. Tate is no 

more merely the father of civil aviation in 
this country. He has become its father* 
figure. Once this has happened it is unfair 
to expect him to continue to associate him* 
selteven to a limited extent, with the mun¬ 
dane details of the management or even the 
further planning of Air-India. 1 am there¬ 
fore not impressed by the sentimental slush 
in which some of the press reports or com¬ 
ments on his retirement from the chair¬ 
manship of Air-India have been wallowing. 
At 72, Mr Tata had been with Air- 
India for 45 years and his achievements 
as the pioneer and also the most distin¬ 
guished promotor of civil aviation in this 
part of the world are there for all to see. 
How, then, could he have been ‘‘eased 
out"? Users of such phrases do not seem 
to realise that they are assuming that Mr 
Tata was interested in continuing indefi¬ 
nitely as Air-India’s chairman. As for 
the suggestion that he had been taken 
unawares by the government's decision to 
appoint a new chairman in his place, all 
that needs to be pointed out is that news 
of a change was very much in the air for 
quite some time. The government, how¬ 
ever, could have shown more dignity and 
grace in the procedures adopted for effect¬ 
ing the change-over and it must be said 
that the prime minister’s letter to Mr Tata, 
paying tribute to the latter's stewardship 
of Air-India makes only delayed recom¬ 
pense. 

The appointment of Air Chief Marslial 
P. C. Lai (Retd) as the common, 
whole-time chairman of Air-India and 
Indian Airlines makes a land-mark 
in the history of civil aviation in our 
country in the sense that it could be the 
starting point of the process of coordinat¬ 
ing, if not integrating the two airline 
systems. This is probably not the time 
to talk in terms of a common board for 
Air-India and Indian Airlines, but it may 


be possible to have a few common 
directors besides the common chairman. 
Mr K.O. Appuswamy, managing director 
of Air-India, has voluntarily sought pre¬ 
mature retirement as his personal reaction 
to the appointment of a full-time chair¬ 
man. His explanation is wholly credible 
in the sense that the responsibilities of 
the managing director's office have been 
very greatly reduced and down-graded 
with the appointment of a whole-time 
chairman; in fact, the managing director’s 
post could and probably would now be 
abolished. Mr Appuswamy will no doubt 
find other opportunities suitable for his 
qualifications, talents and experience as a 
top airline administrator. 

As for the public, its 

concern must necessarily be with the 
question whether or how soon the newly 
appointed common chairman of Air- 
India and Indian Airlines can upgrade the 
functioning and services of these airlines. 
Air-India clearly needs strenuous doctor¬ 
ing. The performance of its ground staff 
particularly has been deteriorating steadily 
and this seems to be especially the case 
with its personnel in its foreign branches, 
particularly at the airports. For instance, 
there was the case not very long ago of a 
number of unfortunate individuals who 
were booked on an Air-India flight from 
New York to New Delhi. The flight was 
cancelled at the last moment and the alter¬ 
native arrangements made for the passen¬ 
gers to travel to their destination could 
not have been more casual or sloppy. 
The way they were treated at the Heathrow 
airport in London by the Air-India man 
who was supposed to be guiding them or 
helping them to catch a connecting flight 
was reported to be particularly atrocious. 
Although it was early morning, this man 
was already drunk and he insisted on 
treating the anxious inquiries of the 
stranded passengers with such indifference 


thattomeoflbem had to sedt the assis¬ 
tance of the personnel of some of the 
other airlines, particularly British Airways, 
in figuring out the problems of their on¬ 
ward journey. Finally one lot of them 
was put on board a Singapoit Airlines 
plane, which unhappily had a prolonged 
halt at Athens due to some technical 
trouble. These passengers reached New 
Delhi, via Bombay, full 24 hours after the 
due time. They received some comfort 
from a very polite letter which they got 
some days later from Singapore Air¬ 
lines, apologising for the inconvenience 
caused to them by the delay at Athens. 
But, so far as Air-India was concerned, 
it was as if these passengers had never 
existed. The Maharaja, I am afraid, has 
been listening to sycophants for far too 
long. It is high time that somebody had 
drawn his imperial attention to his state 
of undress. 

Mr George Fernendes 

recently warned the managements of large- 
scale industries that the government would 
instruct commercial banks to deny credit 
facilities to them if they are found to be 
delaying payment of bills for supplies 
from ancillary units in the small-scale^ 
sector. Mohammed Bin Tughlak could 
have been proud of bright ideas like this 
one. When a number of firms pleaded 
insufficiency of funds for the payment of 
compulsory bonus to employees, the 
government obligingly asked the commer¬ 
cial banks to lend money to them for this 
purpose. Now, Mr Fernandes is amusing 
himself with some contrary logic. He is 
to explain how the denial of bank credit 
facilities to large-scale industries would im¬ 
prove matters in respect of the non-payment 
or delayed payment of the bills of ancil¬ 
lary suppliers. The most notorious defaul¬ 
ters where payments of bills are concerned 
are government departments and govern¬ 
ment and semi-government establishments. 
In this case, suppliers both from large-scale 
and small-scale sectors are made to suffer 
alike. Mr Fernandes himself must be 
aware of the outrageous record of the state 
electricity boards. May I suggest that he 
should start cleaning up this business of 
payment of bills by getting the purchasers 
in the government 
and the public 
sectors to behave 
better? 
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TRADE 

WINDS 


the basis of D.S per cent qf 
purchase price of indigenous 
machinery having imported 
components, {n terms of a 
public notice issued by the 
Chief Controlier of Imports and 
Exports, import licences will be 
issued with general description 


the Djbtrict OoUectot who shall 
pay ont of this the dues of Cane 
growers on the basis of claims 
made by them. Amounts, 
which ultimately temain unpaid 
after the lapse of three years, 
will be used for sugarcane 
development by the state. 


Credit for Small-scale 
Units 

A HiGH-pofvered committee 
which went into the question 
of. bank credit problems of 
small-scale industries has re¬ 
commended that the banks 
should give up the conven¬ 
tional security-oriented ap¬ 
proach and grant loans on the 
basis of viability of schemes. 
It has recommended that the 
routine procecure of obtaining 
third parly guarantees, speci¬ 
ally in the case of small loans, 
should be dispensed with. The 
committee, which was headed 
by Mr I.C. Puri, £>eveIopment 
Commissioner for Small-Scale 
industries, included represen¬ 
tatives of the Federation of 
Associations of Small Indus¬ 
tries in India, the ministry of 
Finance, Reserve Bank of 
India, State Bank of India, 
nationalised banks, state 
departments of industry and 
state financial corporations. 

A Conviction 

Its report was submitted to 
Industries minister, Mr George 
Fernandes recently. Mr Fernan- 
des stated that the small-scale 
sector ‘'was not a convenience, 
but a conviction” with his 
government and added that the 
recommendations of the com¬ 
mittee would be implemented. 
At a recent meeting with ban¬ 
kers, he said, the question of 
setting apart a specific amount 
for credit to the small and tiny 
industries sector was being 
taken up. While awaiting the 
banks' decision, he was certain 
that an amount would be ear¬ 


marked for the purpose. An¬ 
other major recommendation 
of the committee is that con¬ 
cession should be granted for 
financial assistance to special 
employment schemes of the 
government and that a soft 
loan assistance fund or a 
national equity fund should be 
set up. 

It has also proposed dis¬ 
semination of information 
through mass media regarding 
the availability of all facilities. 
The committee has recom-, 
mended a repayment schedule 
that keeps in view the sus¬ 
tenance requirements, surplus 
generating capacity, the 
breakeven production level of 
units with provision of holiday 
periods for power cuts, re¬ 
cession and natural calamities. 

Customs Duty on 
Auto Parts 

The government has decided 
to reduce from 120 per cent to 
40 per cent ad valorem the 
customs duty levied on certain 
critical automotive components, 
being imported on ad hoc 
basis. The concession, avail¬ 
able from January 30 to March 
31, is to bring down the prices 
of imported components. The 
manufacturers will, however, 
be required to pass on the 
benefit of the reduction in the 
customs duly to the customers. 

Import Liesnees for 
Spares 

The government has an¬ 
nounced its decision to grant 
import licences in respect of 
non-pemissible spare .parts on 


of goods, namely, *‘non-per- 
missible spare parts required 
for maintenance of machines 
installed or used in the licence 
holder's factory, including 
spare parts of ancillary equip¬ 
ment, control and laboratory 
equipment and safety appli¬ 
ances”. 

Actual Users 

Actual users (industrial) 
wishing to avail of this facility 
are required to submit appli¬ 
cations to the concerned licens¬ 
ing authorities by March 12 
this year, giving details of indi¬ 
genous machinery having 
imported components, duly 
certified by a chartered or cost 
accountant. So far, it was 
provided that licences for 
import of non-permissible 
spare parts in respect of impor¬ 
ted machinery installed or used 
in the licence holder's factory, 
would be granted on the basis 
of one per cent of the GIF 
value of such machinery. 

Sugarcane Control 
Order 

The union government has 
amended and Sugarcane (Con¬ 
trol) Order, 1966, to provide 
for interest at 15 percent per 
annum on delayed payments 
of sugarcane prices by sugar 
factories. The amendment also 
provides for passing on the 
interest to the cane growers 
where payment is made to a 
cane growers* society after de¬ 
ducting administrative charges, 
if any^ permitted by the rules 
of the society. Moreover, the 
new order seeks to provide for 
depositing unpaid dues with 


New Boards for lA# At 

The government has an¬ 
nounced the new boards of 
directors for Air-India and 
Indian Airlines. According to a 
press release, recently Air 
Marshal P. C. Lai will be the 
full time common chairman 
of Air-India and Indian Air¬ 
lines. The boards of the two 
airlines have been reconstituted 
for a period of two years from 
February 1, 1978. Air-India 
board will comprise. Air Mar¬ 
shal P. C. Lai (Chairman), Mr 
K. J. Appuswaroy, Managing 
Director, Air India; Mr C. B. 
Jain, Director General. Tou¬ 
rism, Dr (Miss.) Kamuadi, 
Joint Secretary, Finance, 
ministry of Tourism and Civil 
Aviation; Mr N. C. Sarin, 
Managing Director, Indian 
Airlines; Mr N. H. Dastur, 
Deputy Managing Director, 
Air-India; Mr Narotam Seh- 
gal, former secretary, ministry- 
of Tourism and Civil Aviation; 
Miss Thangam E. Philip, Prin¬ 
cipal, Institute, Hotel Mana¬ 
gement, Catering Technology 
and Applied Nutrition, Bom¬ 
bay; and Mr J. M. Chudasama, 
Bombay. 

Indian Airlines board will 
comprise. Air Marshal P. C. 
Lai (Chairman); Mr C. B. Jain, 
Director General, Tourism; 
Mr N. C, Sarin, Managing 
Director, Indian Airlines; Dr 
(Miss) Kamuadi, Joint Secre¬ 
tary . Finance, ministry of 
Tourism and Civil Aviation; 
Mr K. J. Appuswamy, Manag¬ 
ing Director, Air-India-;, Mr 
O. D. Malhur, Deputy Manag¬ 
ing Director, Indian Ailliaes; 
Mr M.S. Appa Rao, Madras; 
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Missi HMngam. E. Phttip, 
Prindpal, Isstitute of Hotel 
Manafiement, CateringTechno* 
logy and Applied Nutrition 
and Mr Hemendra Prasad 
Barua, Jorhat. 


ed by the ministry of Civil 
Sappliea and Co>operation. 
The scheme, v^ich covers 
various aspects like produc¬ 
tion, procurement, storage, 
transport and distribution, is 


distribution costs and removing 
imbalances in the allocation of 
commodities between urban 
and rural areasand their prices. 

It is also proposed to make 
optimum use of the existing 


emjdiasis will be on expansion 
of the consumer cooperative 
network in the urban areas 
and strengthening of the agri¬ 
cultural and marketing coope¬ 
rative structure in the rural 


Duty Orawliack on 
Engintniino Goods 

The longstanding demand of 
engineering goods exporters for 
restoring the drawback rates to 
the original level has been con¬ 
ceded. The government has 
issued the necessary notifica¬ 
tion. 

This was announced by Brig. 
B.J. Shahaney, secretary (tech¬ 
nical development), ministry of 
Industry, while presiding over 
a business session of the Engi¬ 
neering Export Promotion 
Council recently. 

Brig. Shahaney asked the 
EEPC to make a sectorwise 
analysis of problems confront¬ 
ing engineering exports so that 
the government could frame 
its policies according to the 
needs of different sectors. He 
said that a study on the effect 
of procedural delays, particu¬ 
larly with regard to small-scale 
manufacturers, would also be 
helpful. 

He pointed out that a more 
intimate rapport and dialogue 
were necessary between Hin¬ 
dustan Steel, ministry of Steel 
and the steel plants so that the 
required quality and category 
of steel was made available to 
exporters in time. He said that 
the government has accepted, 
in principle, the concept of 
self-certification. Survey teams 
have been constituted which 
ate in the process of studying 
the various factors and review¬ 
ing the existing conditions. 

Oistributioii of 
Esstntial Conunoditios 

A new sdteme for increased 
production and distribution of 
essential commodities at rea¬ 
sonable prices has been findb- 


designed to ensure availability 
of essential mass consumption 
items to the common man at 
reasonable prices. "The basic 
objective is to create a perma¬ 
nent system in place of short* 
term palliatives and ad hoc 
approaches of the past", ac¬ 
cording to an official release. 

One salient feature of the 
new scheme will be effective 
distribution of essential com¬ 
modities already covered and 
addition of new commodities 
to the distribution system. The 
scheme envisages initial cover¬ 
age of cereals, sugar, kerosene, 
cloth, vegetable oils and vanas- 
pati, and selected manufactur¬ 
ed items of mass^nsumption. 

New Products 

In respect of selected manu¬ 
factured items of mass con¬ 
sumption, such as toilet and 
washing soaps, salt, matches, 
tea, exercise books, common 
drugs and medicines, the con¬ 
cerned administrative ministries 
of the government in consulta¬ 
tion with the state governments 
.have to take up the responsi¬ 
bility of monitoring produc¬ 
tion, availability and retail 
prices. The ministries concern¬ 
ed should be responsible for 
making. assessment of overall 
requirements and, in particular, 
the needs of the wlnerable seg¬ 
ments of population and for 
taking measures to meet them. 
Another important feature will 
be buffer-stocking of items like 
cereals, pulses, edible oils and 
oilseeds and cotton and imports 
of requited essential articles. 
Efforts will also be made to 
bring about nationality in the 
areas of storage, transport and 


infrastuctrural facilities in the areas for undertaking effective 
public and private sectors. The distribution of consumer arti- 
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cles. Wiiereve necessary, gram 
pancbayats may also be encou¬ 
raged to take up this responsi¬ 
bility. 

Sugarcane Output 

The average sugarcane yield 
registered an increase of 33 per 
cent during the last 10 years. 
From 40.3 tonnes per hectare 
in 1966-67 it has gone up to 
53.6 tonnes at present. In about 
11,300 demonstrations laid out 
in the country during 1976-77 
under the centrally sponsored 
scheme on sugarcane develop¬ 
ment, the yield of sugarcane 
reflected 70 to 80 per cent 
increase over the average 
yields. This was stated by 
Mr H. S. Sandhu, chairman, 
Indian Sugarcane Develop¬ 
ment Council at its eleventh 
meeting recently. The meeting 
was attended by the ofiicials of 
the concerned government 
departments, members of 
parliament and representatives 
of sugarcane growers, gar and 
khandsari industry, sugar 
manufacturers, merchants’ 
associations and other orga¬ 
nisations. 

Panel on Bulk Cargo 
Distribution 

A standing committee will 
be set up in the ministry of 
Shipping and Transport for the 
national distribution of bulk 
cargo among the major ports 
of India. It will handle both 
imports and exports. 

This was decided at a meet¬ 
ing of ship-builders, ship¬ 
owners and chairmen of port 
trusts held here recently under 
the chairmanship of minister 
for Shipping and Transport, 
Mr Chand Ram. The com¬ 
mittee would ensure optimum 
utilisation of facilities available 
at the various ports through 
sustained cargo support. It 
would monitor loading iapd un¬ 
loading of cargoes excfCldlng 
one ilkb tonnes. 


the meeting noted diat an 
inter-departmental group was 
studying the ways and means 
by which our exports through 
containers and other revolu¬ 
tionised methods of cargo 
handling could be stepped up. 
Its report was expected to 
available in the next two 
months. 

In order to create belter 
understanding and closer asso¬ 
ciation between the Indian 
liners and their conference 
principals in deciding service 
matters, the meeting autho- 
riised the Indian National Ship¬ 
pers’ Association to pursue 
the suggestion that the con¬ 
ferences should have their 
headquarters in India. 

Tata Casting Plant 

Mr. J.R.D. Tata recently 
inaugurated the first indige¬ 
nous continuous casting plant, 
designed and developed by 
Tata Iron and Steel Co and 
manufactured by its mainten¬ 
ance shop, at the Adityapur 
complex near Jamdshedpur. 

Built at a cost of R$ 2.5 
crore, the plant fed by steel 
from electric furnaces dischar¬ 
ges 2.5 to 11 metre long alloy 
steel billets and slabs, its 
capacity will be doubled with 
the addition of a second 
strand. 

Mr Tata thinks that the ex¬ 
perience gained in continuous 
casting should be valuable for 
future modernisation and ex¬ 
pansion plans. In the given 
situation, captive maintenance, 
cum-growth shop will have 
increasing utility as the cost 
of steel plant expansion and 
rehabilitation is rising. 

ARDC Bonds 

The Agricultural Refinance 
and Development Corporation 
has announced the issue of 
the 13th series' of 10-year- 
bonds of the face-value of' 
Rs 1.75 croies. Thg bonds 


opened for public subsiption 
on February 15. AROC reser¬ 
ves the right to retain subscri- 
tions up to 10 per cent in 
excess of the notified amount. 

The issue price of the R.s 100 
bonds will be Rs 99. The 
bonds will bear interest at six 
per cent per annum—payable 
half-yearly on August IS and 
February 15 each year-and 
arc repayable at par in Feb- 
ruaiy 1988. They are guarun- 
tecd as to the repayment of 
principal and payment of 
interest by the government of 
India. 

The bonds will be ‘trustee 
securities’ under the Indian 
Trusts Act, 1882, and appro¬ 
ved securities for the purpose 
of the Insurance Act, 1938 and 
the Banking Regulation Act, 
1949. 

Applications for bonds will 
be received at the Reserve 
Bank’s offices at Alimedadad, 
Kanpur, Madras, Bangalore, 
Bombay, Calcutta, Hyderabad, 
Jaipur, Nagpur, New Delhi 
and Patna in the forms avail¬ 
able at the said offices as Well 
as the offices of ARDC located 
at these centres. The issue is 
intended to augment its resour¬ 
ces for meeting the increasing 
demand for refinance facilities. 

UK Consultants to 
Visit India 

A team of the British con¬ 
sultants will arrive here shor¬ 
tly to discuss the prospects of 
joint ventures especially in the 
field of public utility in West 
Asia. Mr J. Neilson Lapraik, 
chief executive of the Import 
Opportunities Office for Deve¬ 
loping Countries, UK, dis¬ 
closed this during a visit to the 
Second Indian Engineering 
Trade Fair. Mr Lapraik who 
,wg$ very much impressed by 
. the performance of the Indian 
industry s^d that it was high 
time that Indian engineering 


^ industry should organise such 
a fair in Europe. He said dis¬ 
cussions were already ruder 
way with Indian government 
to hold such an exhibition. 

Commenting on trade pros¬ 
pects, Mr Lapraik said that 
components of all types ^ as 
well as heavy equipment such 
as earthmoving equipment 
would be very competitive in 
the developed markets as these 
were becoming uneconomical 
to manufacture in Europe. 
He also saw a big scope for 
the exports from the small 
sector. However, he felt that 
there was a need to coordinate 
the know-how available in 
India and disseminate informa- ’ 
tion in an organised manner. 
During his discussions with the 
National Association of Con¬ 
sulting Engineers, Mr Lapraik 
said that most important region 
for joint ventures would be 
west Asia, followed by south 
east Asia and other African 
countries. 

Local Boards of 
Stato Bank of India 

The government have nomi¬ 
nated the members of the 
local boards of the State 
Bank of India at Ahmedabad,' 
Bhopal, Bombay, Calcutta, 
Hyderabad, Kanpur, Madras, 
New Delhi and Patna. 

Ahmedabad Local Board : 

I. Prof. M. P. Bhatt, 2. Mr 
Ramjibhai R. C^udhari, 

3. Mr Chimanlal Amritlal 
Desai, 4. Mr Jamiyatram K. 
Mody, 5. Mr Ambubhai D. 
Patel, 6. Professor Samuel 
Paul. 

Bhopal Local Board : 1 . Mr 
B. B. Bhargava, 2. Mr P. S.. 
Kalani, 3. Mr Vithal Rao 
Mbaskey, 4. Dr. A. C. Mino- 
cha, 5. Mr Narendra Pratap 
Singh, 6. Mr R. P. Noronha, 

Bombay Local Board: 1. Mr 

J, R.Oagrat, 2. MrB. M. 
Gogte, 3. Mr F. A. A. Jasdan- 
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gliuiol of masaesium chemicals second potline of23,000 tonnes 
isdomfig pharmaceutical grade per annum capacity was com- 
whh an annual production missioned at Korba on 
capacity of 2,000 tonnes of September 20, 1977. The new 
magnesium chloride, 1,330 


wnila/^d. Dr. Dasu Rama* 
swamv S. Mr Shrilcant O. 
Rupasel, 6. Dr (Miss) S. K. 
Verghese. 

Calcutta Local Board •’ 1. Mr 

H. P. Barooah, 2. Mr Durga* 
madhab Bebura, 3. Professor 
Sreepada Das, 4. Mr Bimal 
Mishra, 4. Rev Korbenson 
Sangma, 6. Dr. S. N. Sen. 

Hyderabad Local Board : 

I. Dr. S. Bhagavantam, 2. Mr. 
V. N. Murti, S. Mr A. Hunu* 
mantba Rao, 4- Mr A. K. 
Viswanath Reddy, 5. M. Vara- 
darajan. 

Kanpur Local Board : 1. Mr 
Amar Singh, 2. Mr Mohd 
Swaleh Ansari, 3. Prof M. S. 
Khan, 4. Mr Ram Mukut 
Singh, 5. Mr R. P. Tamta, 
6. Mr A. B. Tiindon. 

Madras Local Board : I. Mr 
M. Soinashekara Bhat, 2. Mr 
E. Govindaraj, 3. Mr K. M. 
Mammcn Mappillai, 4. MrC. 


Thomas, 5. Mr I. Zainul 
Abideen. 

New Delhi Local Board: 

1. Mr Ram Chandra Beniwal, 

2. Dr. B. M. Bhatia, 3. Mr 
Noor-ud-din Dar, 4. Mr Jag. 
mohan Singh Kochhar, 3. Mr 
Moti Lai Kadam, 6. Dr. K. S. 
Gill. 

Patna Local Board 1. Mr 

Ranglal Choudhary, 2. Dr. 
D. N. Lai 3. Mr Rama Nand 
Prasad, 4. Mr K. S. V. Raman, 
S. Mr Rajindra Sharma. 6. Mrs 
Marry Topno. 

Nbw Cement Unit 

Dalmia Cement (Bharat) 
plans to establish a new under¬ 
taking for the production of 
magnesium chemicals. The 
plant, to be located at Tarapur 
in Maharashtra, will cost Rs 74 
lakhs. The financing will be 
through own resources and 
borrowings from banks and 
financial institutions. The pro- 
duct range will include all 


tonnes of heavy-light magne¬ 
sium carbonate and 300 tonnes 
of heavy-light magnesium oxide 
per annum, 

HigbBr Production 
at BALCO 

The performance of Bharat 
Aluminium Company, the only 
public undertaking in the 
aluminium industry, was 
encouraging in 1977. The pro¬ 
duction registered an increase 
of 15.8 per cent over the pre¬ 
vious years. The total produc¬ 
tion of aluminium metal was 
28,381 tonnes in 1977, com¬ 
pared to 25,494 tonnes in 
1976. The expansion of the 
BALCO smelter at Korba was 
another important achieve¬ 
ment during the year. The 


potlinc has swung into produc¬ 
tion without any problems and 
its output was stabilised with¬ 
in a very short period. The 
expansion programme at 
Korba is proceeding very 
rapidly and it is expected that 
the third potline of 25,000 
tonnes per annum capacity 
will start operation as soon as 
power is available. The cons¬ 
truction of the fourth potline 
and facilities for converting 
metal into roiled and extruded 
products isproceeding steadily. 

Names in the News 

Mr PratapKhanna, Director, 
The Britannia Biscuit Co. Ltd. 
has been eketed as the Vice- 



Mr Fratap Khanna 


Chairman of the Processed 
Pood Export Promotion Coun¬ 
cil, New Delhi. He is also the 
Vice-Chairman of Delhi Fac¬ 
tory Owners' Federation. 

. Mr Suresh Mehta has taken 
over as chairman of the Engi- 
neering Export Promotion 
Council for 1978-79. Mr 
Mehta is also chairman of the 
Textile Machinery Manufac¬ 
turers' Association, 
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COMBft.NY 

AFFAIRS 


Zenith Steel Pipes 

Thf lUiF YEARLY operations 
of Zenith Steel Pipes and Indus¬ 
tries have shown encouraging 
resulls. Its turnover for the 
May-October 1977 period is 
marginally higher at Rs 13.41 
crores compared to Rs 13.26 
croies for the corresponding 
period of the previous year, 
the gross profit for the period 
has been higher at Rs 97 lakhs 
against Rs 95 lakhs for the first 
half of 1976-77. 

The company's total turn¬ 
over for the whole of 1976-77 
has amoutedtoRs 28.88 crores, 
yielding a gross profit ofRs 
1.84 crores. With the estimat¬ 
ed depreciation for the period 
claiming Rs 11.50 lakhs (Rs 11 
lakhs) and estimated taxation 
Rs 33.50 lakhs (Rs 41 lakhs) 
the net profit amounts to Rs 
52 lakhs against Rs 43 lakhs. 
The net profit for 1976-77 had 
amounted to Rs 84.88 lakhs 
after providing Rs 20.58 lakhs 
for dcpreciiition and Rs 79 
lakhs for taxation. The com¬ 
pany has meanwhile, received 
a letter of intent for the manu¬ 
facture of 16,500 tonnes of 
rolled flat, square and round 
sections a year, ft has already 
placed an order for the equip¬ 
ment for the rolling mill. The 
manufacture of sted pipes of 
up to 200 mm diameter, which 
was expected to start during 
the middle of 1978 is ex¬ 
pected to commence soon. 

Gammon India 

Prompted by a strikingly 
favourable business experience 
during the year ended July 
1977, the directors of Gammon 


India have proposed to step 
up the year's equity dividend 
from 12 per cent to 16 per 
cent. The company's turnover 
has disclosed a sharp expan¬ 
sion of about 54,2 per cent, 
from Rs 15.75 crores in 1975- 
76 to Rs 24.28 crores and the 
gross profit has jumped from 
Rs 1.35 crores to Rs 2.31 
crores. The expansion and 
diversification activities under¬ 
taken during the last two years 
have enabled the company to 
achieve a fair business mix. 
Although the sulphuric acid 
and superphosphate plant 
could not operate at an econo¬ 
mic level during the year, the 
production has improved this 
year and the trend is likely to 
be upward in view of the cur¬ 
rent buoyant conditions in the 
superphosphate market. It has 
secured contracts for two 
tunnels and two dams totaling 
Rs 27 crores. 

Export Front 

The current year's perfor¬ 
mance on the export front is 
expected to show an improve¬ 
ment. The associatej and sub¬ 
sidiaries of. the company are 
in good shape. Airscrew (India) 
in which Gammon has a 33.8 
per cent interest is doing well. 
The company’ foreign opera¬ 
tions have expanded consider¬ 
ably in the past few months, 
the major contracts on^hand 
being a power house in Libya, 
four bridges in Nepal and a 
desalination plant in Dubai. 
The aggregate value of these 
contracts is about Rs SOcrores. 

After providing Rs 85.34 
lakhs (Rs 56.34 iakhs) for 


tautioo and Rs 38 lakbs (Ra 
8.12 lakhs) for investment al¬ 
lowance, the company’s net 
profit amounts to Rs 46.97 
lakhs against Rs 30.52 lakhs. 
The proposed dividend will 
claim Rs 24.73 lakhs against 
Rs 18.55 Ittkhs. 

Tata Finlay 

Tata Finlay has declared on 
interim dividend of 15 per cent 
for 1977. This dividend is pay- 
able on the enlarged capital of 
Rs 6 crores resulting for the 
public issue made in June, 
1977 and will be paid to the 
shareholders on the company’s 
register on March 2. For 1976, 
the company had paid the inte¬ 
rim dividend of 15 per cent on 
the capital of Rs 3.28 crores 
and the final dividend of 10 per 
cent on the capital of Rs 6 
crores. 

Expansion of MRTP 
Units 

Twenty-one MRTP com¬ 
panies with the aggregate out¬ 
lay of nearly Rs 107crores were 
granted approval by the centre 
during the first half of 1977, 
for setting up new plants to 
effect substantia] expansion in 
their existing production. 

Thirteen of the 21 proposals 
were for establishing new ven¬ 
tures and the remaining eight 
for expansion. Of the nearly 
Rs 107 crores, about Rs 87 
crores will be utilisedfor setting 
up new undertakings, the 
balance of Rs 20 crores being 
the cost of expansion. 

Before issuing orders for 
expansion of MRTP companies, 
the government imposes cer¬ 
tain conditions on them, such 
as maintaining equity-debt 
ratio, loans from financial 
institutions and subjecting it 
to the insertion of usual con¬ 
vertibility clause, export tar¬ 
gets, wherever fixed by the 
government to be fulfilled, 
import of capital goods or 


foreign colioboritf on wherever 
envisaged to be settled to the 
satisfaction of the government 
etc. At first, the proposals for 
expansion are approved in 
principle taking into account 
economic and other related 
aspects of the project in the 
context of national economic 
needs, priorities and public 
interests. 

An analysis of the sanctions 
given by the Department of 
Company Affairs during the 
first half of 1977 reveals that 
nearly half of the total cost of 
Rs 107 crores for these new ven¬ 
tures and expansion plans for 
21 companies will come from 
public financial institutions and 
banks. In some cases, the com¬ 
panies, however, notified their 
intention to raise equity capital 
from open market. 

The new undertakings will 
be located in states such as 
Assam, Andhra Pradesh, 
Kerala, Karnataka, Maha¬ 
rashtra, Rajasthan and West 
Bengal. 

At the end of 1976, there 
were 1,104 undertakings regis¬ 
tered under the MRTP Act. 

Foreign Collaboration 

At least four of the 21 com¬ 
panies granted approvals will 
have foreign collaboration 
(technical and/or financial) 
covering inter alia sophisticated 
electronic and computer tech¬ 
nology. Another company’s 
proposal envisages setting up 
of its new undertiiking in the 
joint sector. 

The study reveals that nearly 
50 per cent of the total financial 
outlay involved in these 21 
proposals was accounted for 
by the two industrial houses of 
Tatas (3) and Bangur (I), 

The largest single scheme of 
expansion is by Tata-Finlay 
Limited, which will acquire 
seven sterling tea companies 
operating in India at a cost of 
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Rs 11 .|0 crores, out of the total 
outlay of Rs 20 crores granted 
for expansion to eight com¬ 
panies* 

Similarly, the Bangur groups’ 
proposals for the manufacture 
of rayon grade wood pulp and 
viscose rayon stable fibre in a 
new undertaking was the single 
largest venture involving Rs 31 
crores out of Rs 87 crores ap¬ 
proved for all the 12 companies 
going in for establishing a new 
undertaking unit. 

Ten of the 21 companies re¬ 
ceiving approvals belonged to 
the industrial houses ofTatas, 
fiirlas, JK, Singhania, Bangur 
Shri Ram, Khatau (Bombay) 
and Kasturbhai Lalbbai and 
Thapar. 

The department’s approvals 
also include sanction to two of 
the 21 companies to acquire 
ships at a total cost of Rs 10 
crores. 

New Products 

The new undertakings when 
they go on stream will produce 
items like grey iron and modu¬ 
lar iron castings, ossein and 
dicalcium phosphate, caustic 
soda and chlorine, special type 
sophisticated tools, portable 
electric tools, industrial explo¬ 
sives, rayon staple fibre and 
processed marine products. 

The products involved in the 
expansion plans of companies 
were railway signal equipment, 
hand tools, small tools, salt 
and gypsum, air pollution con¬ 
trol equipment, etc. 

In some cases, approvals 
were granted on the commit¬ 
ment by the companies foi 
export of their products as fix¬ 
ed by the government and 
also fulfilling other conditions 
stipulated by the government 
such as maintaining equity-debt 
ratio. 

During the same period, the 
department also issued revisio¬ 


nary orders approving the 
modified financial schemes of 
proposals approved earlier. 
Some 12 proposals mooted by 
companies for setting up of 
new undertakings or effecting 
substantial expansion involving 
a total project cost of a little 
above Rs 66 crores were reject¬ 
ed by the department as they 
were not considered to be 
expedient in the public interest. 
Three of the 12 rejected pro¬ 
posals to the tune of financial 
outlay of Rs 19.05 crores were 
of the Birla group. 

MRTP companies are those 
companies, which having attain¬ 
ed on their own or along with 
other inter-connected under¬ 
takings, the scale of Rs 20 
crores assets or more, or pro¬ 
ducing one-third of the total 
goods and services of particular 
nature in the country (the latter 
is otherwise called as “domi¬ 
nant undertaking”) register 
themselves under Section 20 of 
the MRTP Act, 1969. Before 
they could set up new under¬ 
takings/units or effect substan¬ 


tial expansion they are statu¬ 
torily required under Sections 
21 and 22 of the same act to 
seek prior approval of the 
centre. 

Tttfted Carpets 

A new project in tufted car¬ 
pets, the public issue for which 
is expected shortly, is in an 
advanced stage of implemen¬ 
tation by Tufted Carpels 
and Woollen Industries Ltd. 
(TCWI). Besmer, the German 
carpet manufacturing firm, will 
be its technical collaborators. 
As a result, TCWI will be 
able to create over one million 
square metres of 100 per cent 
wool tufted and oriental design 
carpets annually. 

The plant will be equipped 
with machinery from James 
Muckie and Sons, Cobble and 
Blackburn (Simmer) Petrie 
McNaught and Crabtree of 
England. Besmer will also 
participate in the equity of the 
company and also buy up to 
80 per cent or so of TCWI 
production. This is likely to 


benefit the country by over 
$ 4,000,000 a year. 

Coates of India 

The board of Coates of India 
has announced a proposal to 
issue bonus shares on a one- 
for-five basis and to pay a divi¬ 
dend of 16 per c*nt for the 
year ended October 31, 1977, 
as against 15 per cent paid last 
year. The dividend will be pay¬ 
able proportionate to the amo¬ 
unt paid up as on October 31 
last and the bonus shares will 
rank for dividend pro rata 
from the date on which these 
arc issued. The company has 
fared well, with the turnover 
rising from Rs 5.86 crores to 
Rs 6.91 crores and gross profit 
up from Rs 57.62 lakhs to 
Rs 72.12 lakhs. After provid¬ 
ing Rs 6.62 lakhs (Rs 6.03 lakh) 
for depreciation and Rs 41.50 
lakhs (Rs 33.39 lakh) for taxa¬ 
tion, net profit is Rs 23.99 lakhs 
compared to the previous 
year's Rs 18.21 lakhs. TKe 
share transfer books of the 
company will be closed from 
April 17 to 21, both days 
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inciusivo, for purposes of the 
annual general meeting schedu¬ 
led to take place on April 21. 

Polyolefins 

The joint venture of Polyo¬ 
lefins Industries Ltd (PIL) in 
Malaysia for he manufacture 
of highly specialised pipes out 
of high density polyethylene 
(HDPE) has commenced pro¬ 
duction. It was formally in¬ 
augurated on February 13. 

The project is designed to 
obtain an annual capacity of 
1,000 tonnes of HDPE pipes, 
involving a total capital cost of 
Malaysian $ 1.7 million, equi¬ 
valent to Rs 60 lakhs. 

The project is a joint venture 
between PIL, Hoechst Malay¬ 
sia and Jeewaraga and Omar 
Youssoff, two well-known 
industrial groups in Malaysia. 
It is operated by a new com¬ 
pany, Polyolefins Pipes SDN 
BHD, to whose share capital 
of Malaysia S 700,000 PIL has 
contributed 24 per cent. 
Under Malaysian classifications 
with, majority local bolding, 
the new company enjoys the 
status as a “Bhumiputra” 
company. 

Through setting up of this 
joint venture, PIL is to earn 
for the country Rs 24 lakhs by 
way of export of equipment, 
nearly Rs 9 lakhs by way of 
technical know-how and Rs 2.7 
lakhs by way of engineering 
fees. The company has also 
earned in the course of the 
setting up of this project so far 
foreign exchange worth Rs 3.7 
million by way of export of 
HDPE pipes. 

.Modi Carpets 

Modi Carpets which made a 
public issue of 940,000 equity 
shares of Rs 10 each at par 
in November 1977, expects to 
start trial production by April 
and commercial production 
by the end of June 1978. The 


company is setting lip a project 
in Rae Bareli district in Uttar 
Pradesh for manufacturing 
tufted carpets and carpet yam, 
in technical and financial 
collaboration with Arova 
Schaffhausen AO, Switzerland. 
The collaborators have guaran¬ 
teed to lift SO per cent of the 
entire production in the first 
two years and 75 per cent in 
the next eight years. Accord¬ 
ing to Mr Satish Kumar Modi, 
managing director, at present 
the export market for tufted 
carpets is extremely good. 
New markets are also emerging 
in south east Asia and west 
Asia. The company will also be 
supplying a part of its yarn to 
hand knotted carpet manufac¬ 
turers making tufted carpets 
from polypropylene. These will 
beuseful for cities like Bombay. 
The turnover in the current 
year ending December 1978 
is estimated at around Rs 4 
crorcs. On full production the 
turnover will be around Rs 15 
crores. 

Asian Cables 

Asian Cables Corporation 
has declared a final dividend of 
six per cent which will raise the 
total equity dividend for 1977 
to 12 per cent from 10 per cent 
for the previous year. The 
preliminary statement from the 
company disclosed a rise of 14 
per cent in sales from Rs 7.44 
crores in 1976 to Rs 8.46 crores 
in spite of the general slack¬ 
ness in the cable market during 
the year. The pi ogress on the 
export front has been even 
more striking. I'he value of 
the shipments having increased 
from Rs 1.63 crores in 1976 to 
Rs 3.73 crores. The gross profit 
for the year has, however, 
dropped from Rs 81 lakhs to 
Rs 76.95 lakhs. Major appro¬ 
priations are: depreciation 
Rs 13.76 lakhs (Rs 13.78 lakhsX 
taxationRs38.lO]akhs(Rs 39.60 
lakhs) and iavestmeiU,^lowance 


Rs 17,300 (nil). The total divi¬ 
dend for the year will absorb 
Rs 24.22 lakhs, leaving a sum 
ofRs 69,000 (Rs 7.44 lakhs) 
for the general reserve. 

Haryana Polystaals 

Haryana Polysteels has achie¬ 
ved a turnover of Rs 149.55 
lakhs for the year ended 
March, 1977 against Rs 38.94 
lakhs in the previous year. 
Despite the higher production 
of 9,429 tonnes against 4,559 
tonnes, the operations of the 
company have resulted in a 
loss of Rs 80.93 lakhs against 
a loss of Rs 38.24 lakhs in the 
previous year. The allocations 
include ; depreciation Rs 12.24 
lakhs (Rs 10.43 lakhs), invest¬ 
ment allowance reserve Rs 
62,100 (nil). The continuous 
casting machine was commis¬ 
sioned at the end of Septem¬ 
ber, 1977 and the 15/17.tonne 
second electric arc furnace in 
December 1977. With these 
facilities coming into operation, 
the directors state that the 
company has generated a cash 
surplus for the first time in 
December last. It has been 
granted an industrial licence 
for the manufacture of 40,000 
tonnes of high carbon wire 
rods per annum. 

Oil India Dividand 

After a break of five years, 
the Oil India has paid a divi¬ 
dend of Rs 4.49 crores to the 
government. For five years 
no balance sheets were drawn 
because of some disagreement 
between the government and 
the foreign partner. The de¬ 
cision to close the 1971-76 
accounts is taken here to mean 
that the takeover of Oil India 
is just round the corner. 

Announcing the dividend, a 
statement issued by the Oil 
India says that the closing of 
accounts marks a turning point 
in OIL operations and signifies 
the grbwing understanding bet¬ 


ween sh8ieho}den>-4he govern* 
ment and the foreign company 
—which is expected to lead to 
a final agreement soon, thus 
facilitating Oil India's induc¬ 
tion into the public sector. 

The OIL has claimed that it 
has produced 42 million tonnes 
of crude from its 1990 square 
kilometer mining lease and that 
this output represents 75 per 
cent of crude secured from the 
fields of Assam and north¬ 
east India. By producing 
this crude since its inception, 
the company claims to have 
saved Rs 4000 crores in foreign 
exchange. The company has 
also claimed that on an invest¬ 
ment of just Rs 14 crores, it 
has paid to the government a 
total dividend of Rs 30 crores. 

ICICI 

The Industrial Credit and 
Investment Corporation of 
India (ICICI) has made a net 
profit of Rs 451.44 lakhs 
(Rs 345 lakhs) in the year- 
ended December 31 last. 
Its directors recommended a 
dividend (subject deduction of 
tax) of 12 per cent. 

Western Cesifields 

The Western Coalfields Ltd- 
a subsidiary of the Coal India 
Ltd is poised to achieve its tar¬ 
geted production of 21 million 
tonnes during the current finan¬ 
cial year. By producing a 
little over 20 lakh tonnes dur¬ 
ing January, 1978 against 18.00 
lakh tonnes in the correspond¬ 
ing month last year, the WCL 
had been able to increase pro¬ 
duction to the level of 17.7 
million tonnes during the period 
January 1977 to January, 1978 
against 16.4 MT during the 
corresponding period last year. 
The coal pumped into the 
national economy during this 
period by the WCL collieries 
was 16 lakh tonnes more than 
the corresponding period dur¬ 
ing the previous year. 
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/^ricultural davelopment 
and cooperativa credit in 
Tamil Nadu 


RECORDS 

AND 

STATISTICS 


There hee been a five-fold increase in the total credit 
disbursed by cooperative credit agencies in Tamil 
Nadu and the loans disbursed to small and marginal 
farmers accounted for 47 per cent of the total. A 
review of the Reserve Bank of India however indicates 
that a majority of primary agricultural societies 
in the state are still non-vlable. 


While THE cooperative credit 
agencies in Tamil Nadu registe¬ 
red appreciable progress in pro¬ 
viding credit for agricultural 
development during the decade 
and a half (1961-75), a majo¬ 
rity of primary agricultural 
credit societies in the state 
are still non-viable; if these 
societies are really to serve as 
effective channels of credit, 
the state government as well 
as the cooperative leadership 
may have to make concerted 
efforts to revitalise the societies 
and to tone up their opera¬ 
tional efficiency through a 
timebound programme. This 
is the broad conclusion drawn 
in the review of agricultural 
development and cooperative 
credit in Tamil Nadu, publish¬ 
ed by the Reserve Bank as a 
part of the supply-side invest!- 
gation of the All India 
Debt and Investment Survey 
1971-72. 

Increase in Credit 

There was a five-fold in¬ 
crease in the total credit (short, 
medium and long-term) dis¬ 
bursed by cooperative credit 
agencies per 100 hectares of 
cropped area in Tamil Nadu 
between 1960-61 and 1974-75, 
from Rs 3,604 to Rs 16,170, 
the corresponding rise in all- 
India average being fromRs 
1,378 to Rs 6,265. The loans 
disbursed to small and mar¬ 
ginal farmers accounted for 
nearly 47 per cent of the total 


short and medium-term loans 
by primary-level societies in 
1974-75 and 44 per cent of 
long-term loans by primary 
land development banks, the 
highest percentage next only 
to Kerala in the country. 

Owned Funds 

The total owned funds of 
primary agricultural credit 
societies increased from Rs 6.4 
crores in 1960-614 to Rs 36.9 
crorcs in 1974-75. The avenage 
owned funds per society in 
1974-75 worked out to Rs 
72,000, as against the all-India 
average of Rs 26,000 only. 
Their deposits rose from Rs 
1.09crore in 1960-61 toRs7.43 
crores in 1974-75, the average 
per society as at the end of 
June 1975 being Rs 15,000, 
compared to Rs 7,000 for the 
country as a whole. The total 
loans and advances of primary 
societies increased from Rs 
24.36 crorcs in 1960-61 to 
Rs 87.68 crorcs’in 1974-75, 
the average loan per society 
working out to Rs 1.72 lakh, 
in compaxsion to the all-India 
average of Rs 59,000. Their 
position of overdues at 29.8 
per cent as on June 30, 1975 
was somewhat unsatisfactory; 
this was to some extent attri¬ 
buted to the unprecedented 
drought conditions prevalent 
in 1974-75. The review ob¬ 
serves: 

The primary-level societies 
should broadbase their func¬ 


tions, increase their areas of 
operation and Icndable resour¬ 
ces so as to provide a package 
of services to farmers, besides 
credit, in the coming years on 
the analogy of farmers' ser¬ 
vice societies. This, in other 
words, implies initiation of a 
time-bound programme for 
reorganisation of societies on 
the basis of accepted viability 
norms. In the areas where 
credit gaps are large which 
cannot be fully met by the 
cooperative credit agencies, the 
state government may consider 
involvement of commercial 
banks for financing agriculture 
through the medium of 
societies. 

Commendable Progress 

The district central co¬ 
operative banks also registered 
commendable progress as is 
evident from the increase in 
their owned funds from Rs 
5.17 crorcs in 1960-61 to Rs 
29.95 crores by 1974-75. The 
average owned funds per bank 
in 1974-75 worked out to Rs 
187.18 lakhs, compared to the 
all-India average of Rs 92.37 
lakhs. Their deposits went up 
from Rs 10.12 crorcs to Rs 
67.28 crores, the average de¬ 
posits per bank as of 1974-75 
being Rs 4.21 crores, against 
Rs 2.36 crorcs at all-India 
level. The total loans disbursed 
by these banks increased from 
Rs 44.88 crorcs in 1960-61 to 
Rs 181.43 crorcs by 1974-75, 
the average loan outstanding per 
bank being Rs 8.49 crores aga¬ 
inst Rs 3.96 crores at all-India 
level. Despite unfavourable 
agricultural conditions in 1974- 
75, the banks had kept their 


overdues under check which 
formed only 6.9 per cent of 
their outstanding loans as on 
June 30, 1975. 

Long-term Loans 

The long-term loans issued 
by the State Land Development 
Bank increased substantially 
from Rs 1,98 crore in 1960-61 
to Rs 25.72 crorcs in 1974-75, 
the average long-term loan 
issued per borrowing member 
in 1974-75 being Rs 6,209, as 
against the all-India average of 
Rs 2,935, But the overdues of 
primary land development 
banks increased sharply, con¬ 
stituting 41 per cent of total 
demand as on June 30, 1975, 
warranting urgent measures on 
the part of the banks and the 
government to bring down the 
overdues substantially. Fur¬ 
ther, as the loans disbursed for 
conventional purposes like 
minor irrigation and land im¬ 
provement had reached a satu¬ 
ration point, it is suggested 
that the banks may diversify 
their lendings in some new 
directions like dairy and poul¬ 
try development, conservation 
of soil projects, etc. 

Discussing the role of co¬ 
operative marketing societies 
in the state, the review points 
out that, despite the establish¬ 
ment of a number of regulated 
markets at block/taluka levels 
by the state government, these 
societies have not taken advan¬ 
tage thereof in marketing the 
agricultural produce of agricul¬ 
turists in an effective manner, 
and they have also not shown 
adequate interest in the link 
ing of credit with marketing; 
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the loans recovered by them 
constituted hardly seven per 
cent as of 1974-75. Most of 
the societies organised for hand- 
loom weaving, which is one of 
the important cottage indus. 
tries in the state, are non- 
viable and arc incurring losses. 
It is emphasised that the co. 
operative department should 


revitalise these societies and 
provide technical and financial 
assistance to them in order 
that their business may become 
a commercial proposition. 

Considering that Tamil Nadu 
has a large tribal population 
in some districts and th^it the 
state government has already 
set up a separate Tribal Deve¬ 


lopment Agency, the review 
stresses the need for setting up" 
a new type of cooperative 
known as Large-sized Adivasi 
Multipurpose Society (LAMPS) 
to sufficiently take care of the 
production and consumption 
needs of tribais and marketing 
of their agricultural and forest 
produce. 


significance of gold loans in 
the total credit, indietttinga 
dcpendenca on this form of 
business, was very pronounced 
in the case of a few small 
scheduled and non*scheduled 
banks based in Tamil Nadu 
and Kerala. The nationalised 
banks W'cre more rural orient* 
ed in their lending against gold 


Commercial banks' lending 
against gold ornaments 

A Reserve Bank study indicates that loans advanced metropolitan centres which 
by commercial banks against gold are predominantly together had 12 per cent of 
of small size borrowed avowedly for productive gold loan accounts and 16 per 

purposes and have a south Indian, semi-urban bias. o,. amount. The signifi- 


ornaments than any other bank 
group. They also tended to 
give more small loans and a 
predominant proportion of 
their loans was agricultural. 

The size of an average gold 
loan was around Rs 850. The 
loans were larger in urban and 
metropolitan centres than in 
rural and semi-urban areas. 


Oui c:k ihc 20,435 commercial more than that given by co¬ 
bank offices with aggregate operative credit societies which 
advances of Rs 10.078 crorcs had an outstanding of Rs 55 
under 75.47 lakhs accounts as crorcs by way of advances 
at the end of December 1975, against gold and silver as of 
7,208 branches of 54 banks June 1976, forming 2.8 per 
reported i:old loans amounting cent of their total lendings, 
to Rs 247 crorcs under 28.45 The principal features of 
lakhs accounts, representing 2.5 gold loans given by commer- 
per cent of total advances (the cial banks are that the loans 
amount ofgold loans oulstiind- are (i) predominantly south 
ing as of June 1971 was Rs 70 Indian with a semi-urban bias, 
crorcs, represcnling 1.5 per (ii) essentially small in size and 
cent of total credit), according (iii) borrowed mainly for 
to a study prepared in the avowed productive purposes. 
Banking division of the Leeno- Tamil Nadu had the highest 
mic department and publish- proportion in respect of amount 
cd in the October 1977 issue of loans and Ker.ihi in loan 
of the Reserve Bank of India accounts. Jn the .southern 
Bulletin. In other words, more region, the signiiicance of these 
than a thiid of total commer- loans was low only in Kama- 
cial bank offices were involved taka. Outside the region, it 
in handling gold loans and was only in Maharashtra that 
more than a third of their there was evidence of the csta- 
total borrowal accounts were blishment of thisi lending prac- 
thosc against gold ornarneius. tice. But the practice is not 
The significance of gold loans, entirely unknown in other 
therefore, lies not so much in areas. Of the 385 districts, it 
their overall quantum as in was only in 52 that no gold 
their spread revealed both by loans were reported. In terms 
the number of bank offices of amount, semi-urban centres 
providing this facility and by had the highest proportion of 
the number of individuals utili- gold loans, although in res- 
sing it. pect of number of accounts 

The amount of gold loans the rural areas bad the largest 
provided by commercial banks, share. The practice was not 
incidentally, is considerably entirely absent in urban and 


cance of gold loans was most Less than a third of total gold 
pronounced in rural areas loans was given for consump- 
whcrc they formed over 14 per tion purpose, 58 per cent went 
cent of total credit. to agriculture and about 10 

The tabic given below shows cent for other productive 
the number of offices reporting purposes. Gold loans for pro- 
advanccs against gold orna- ductive purposes were princi- 
ments and number of accounts pally concentrated in the sou- 
and amount of commercial them region, the loans given 
banks (December, 1975): \n other states being mainly 

The involvement of commer- for consumption purposes, 
cial banks in gold loans was Rural and scini-urban gold 
very nuicli pronounced in the loans were predominantly agri- 
casc of all banks (in both cultural, where as the urban 
public and private sectors) and metropolitan gold loans 
based in the southern region, were predominantly consump- 
whilc lending against gold tion in character. A sizeable 
ornaments outside of this re- part of total consumption gold 
gion was done principally by loans was extended in rural 


the State Bank of India. 

The 

and semi-urban 

areas. 


State 

1 

No of offices 1 
reporting j 

gold loans 

% of all-Yndia 
total 

Total gold 
loan accounts 
(000s) 

%to all-India 
total 

Total gold 
loan amount 1 
(Rs crores) 

% to all-India 
total 1 

Tamil Nadu 

1.399 

19.5 

816 

28.7 

88.95 

36.0 

Kerala 

1,175 

16.4 

11,62 

40.8 

58.25 

23.6 

Andhra Pradesh 

970 

13.5 

382 

13.4 

54,89 

22.2 

Karnataka 

1,299 

18.1 

341 

12.0 

23.04 

9.3 

Pondicherry 

20 

0.2 

16 

0.6 

1.81 

0,7 

Maharashtra 

794 

11.1 

59 

2.1 

8.70 

3.5 

Goa, Daman & Diu 50 

0.7 

7 

0.3 

0.65 

0.3 

Total 

5,707 

79.2 

27,83 

97.8 

236.29 

95.7 

Other states 

1,501 

20.8 

64 

2.2 

10.90 

4.3 

Total AiMndia 

7,208 

100.0 

28,46 

100.0 

247.19 100.0 
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Employers! 

Government has approved 
Lie’s Group Assurance Scheme 
as am alternative to the 
Employees’ Deposit Linked 
Insur 2 avce Scheme, 1976. 




HIGHER 

BENEFITS 

FOR 

EMPL0YEE5J 


Lie s Group Assurance Scheme saves 
you paper-work and precious man-hours. 
Lie undertakes complete servicing. 

Besides providing higher benefits, the 
Lie Scheme would ensure prompt 
claim settlement. 

Contact the nearest UC Office for details 



LESS 
PAPER¬ 
WORK 
IN YOUR 
OFFICE 


U| 

insurance (Dorporafton of Jndia 
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Janata express 

Evbn the Janata goverameht cannot quarrel with its legacy of railway finances for the 
actuals for 1976-77 have amounted to a net surplus o[ Rs 87.24 crores and an operating 
ratio of 84.4 per cent. Bot it can still claim credit. Despite certain stresses and short¬ 
falls, the Railway ministry has largely succeeded in maintaining this gain in the 
current year. The revised estimates show a net surplus of Rs 89.32 crores and an 
operating ratio of 84 per cent. The performance would have been even better had 
the originating revenue-earning traffic not fallen short of budget anticipation. An 
increase in the average lead of traffic has however helped undo the mischief. While 
originating revenue-earning traffic is expected to be only about 214 million tonnes, as 
compared to the budget estimate of 220 million tonnes, the revenue-earning net tonne 
kilometrage of freight traffic is expected to be 1 SI ,940 millions as against the budgeted 
figure of 148,280 millions. 

In other words, while the railways moved less tonnage than they expected to, they 
cpried it for longer distances than was anticipated. Passenger traffic has continued 
to look op, thanks to the large and growing population and travel being among the 
average Indian's life’s little luxuries. When it is borne in mind that the cyclone dis¬ 
asters in the south had brutally interfered with traffic in the closing months of 1977, 
revenues have stood up surprisingly well. The fortunes of railway earnings in the new 
budget year, however, would obviously depend on changes in the level of business 
activity. Here the last few months have not been particularly promising. 

A pleasant feature of the budget statistics is that the revised estimates of working 
expenses for 1977-78 reveal a net saving of Rs 37 crores as compared to the budget 
figure.* Mr Dandavate ascribes this to better efficiency and tighter expenditure control. 
The surplus for current financial year is now expected to be Rs 89.32 crores, that is, 
about Rs S7 crores higher than the budgeted figure of Rs 32.S crores. While there was 
no increase in fares or freight races in the current financial year, increased expendi¬ 
ture had to be incurred on additional dearness allowance for seven months of this 
year. Nevertheless the revised surplus for 1977-78 is marginally higher than the actuals 
for 1976-77 and substantially higher than the amount budgeted for 1977-78. 

For the second year in succession, the present Railway minister has therefore 
refrained from proposing any increase in fares or freight rates. He expects gross 
traffic rates to improve in 1978-79 by Rs 88 crores more than the revised estimates for 
the current financial year. His anticipation is that revenue-earning goods traffic would 
be up by eight million tonnes over the revised estimate of 240 million tonnes for the 
current year, while passenger traffic is expected to increase by five per cent. Working 
expenses, however, are expected to go up by about Rs 90 crores more than the 
revised estimates for the current year. Much of this would be on account of an 
additfonal instalment of dearness allowance to employees and other payments or 
improvements in service conditions intended to meet the demands qr needs of various 
categories of stafiT. There are also increased appropriations for the various funds and 
as a result the surplus for 1978-79 is estimated at Rs 65.43 crores. This relatively 
comfortable state of railway finances has not encouraged the minister to be smug 
about the importance of the railways functioning as a truly viable unit, generating the 
surpluses needed for financing their extension or modernisation. He has taken note 
of the fact that the indebtedness of the railways to the general revenue would be 
Rs 345.37 crores at the end of March 1979 and he proposes to ask a committee to 
make an in-depth study of the capital structure of the railways and thus help the 
ministry to come to grips with the problem of resources. 

More immediately, his ministry has to handle the annual plan for 1978-79, which 
provides for an expenditure of Rs 535.30 crores as compared with the previous year’s 
revised outlay of Rs ^8.55 crores. The major item of expenditure would be Rs 236 
crores on rolling stock. On the works programmes, the ministry has taken sensible 



decisions. Mr Dandavate’s effort to con¬ 
centrate on a specific number of schemes 
with a view to completing them instead of 
spreading the outlay thinly on a large 
number of projects is quite creditable. 
The need for generating more financial 
resources as well as stepping up construc¬ 
tion efficiency and standards of physical 
performance, however, should be cons¬ 
tantly kept in mind. Otherwise, the selec¬ 
tive approach, virtuous though in itself, 
could deteriorate into a viciously restric¬ 
tive approach. For good or ill, the 
railways will have to continue to take care 
of the main flow of goods and people in 
our country. The expansion of railway 
facilities should therefore necessarily be 
one step ahead of emerging requirements. 
At the same time, the importance of 
effective road-rail coordination is growing 
day by day, especially in view of the. 
pressures, partly political, which are act¬ 
ing on the government for the laying of 
new railway lines in backward areas. 
Mr Dandavate has spoken of the govern¬ 
ment trying to evolve a long-term policy 
in this regard. 1 his policy will have to 
be a road-rail policy, no less. 

passenger amenities 

The minister has not only not proposed 
any increase in fares and freight rates for 
1978-79, but he has also presented a 
fragrant package of facilities and ameni¬ 
ties for the Janata traveller. His intentions 
or assurances are worth referring to in 
some detail. While a beginning has 
already been made for providing second 
class accommodation with upholstered 
seats and berths, in the next financial 
year, in addition to second class sleeper 
coaches with cushioned berths, all second 
class general coaches on fast, inter-city 
services will be provided with cushion 
seats. As per the railways’ perspective, 
all long-distance mail/express trains in the 
country will be having, in the next two to 
three years, second class 3-tier coaches, 
with padded cushions and improved 
amenities. These steps, it is hoped, will 
greatly wean away most of the passen¬ 
gers from the first class to the second 
cla.ss, thereby achieving the Railway 
ministry's ultimate objective of having 
predominantly one type of accommoda¬ 
tion for long-distance trains. Meanwhile, 
Mr Dandavate has scattered a few 


maigina}:' concessions in fans among 
long-disCinoe second class traydlers as 
well as among, passengers bound for Mil 
stitioiu. 

The mmister is not afraid of Ackig tlm 
trudi that, where comj^rt and dignity 
of travel on the Indiqin railways is con- 
oemed, the biggest problem is posed by 
overcrowding. Increasing the amenities 
and facilities for travd cannot mitigate 
this dllBculty; on the contrary it will only 
aggravate it. The phasing out of first 
class accommodation which the railways 
are committed to cannot provide any 
substantial relief. The imperative would 
still be an increase or improvement in 
track capacity pbu coordinated road 
transport development. Rolling plan or 
no rolling plan, this is a problem whioli 
cannot be swept under the carpet. In 
other words, while it is extremely gratify¬ 
ing to find that the Railway mim'ster is 
not a politician who wears his social con¬ 
science on his sleeves, the point must be 
made that a soft heart and sympathy are 
not enough. The upending of railway 
travel in this country to civilized standards 
in the context of our large population 
and vast distances poses not only a 
colossal human problem but also an 
immense engineering and management 
challenge. 


Aefinhig^to the mstnicter^i. of the 
Railway Board wM^ has titfwi place, 
the ie^sBsr rif^itly says diat tto next 
impoMttii step should be the eSfactive 
implementation of the process of delega¬ 
tion of powers to divisional organiza¬ 
tions. Mr Dandavate is consistently 
cognizant of the human elemeot in the 
working of big and complex organiza¬ 
tions. His observations on “a new deal 
for railway employees” is a treat to go 
through. At a time when the safe and 
secure functioning of the railway system 
has been tampered with to smne extent, 
there can be no mote valuable asset to 
the r^lways than a friendly and coopera¬ 
tive work force which not only has faith 
in the administration but which also feels 
that it is a part of the administration. The 
country is therefore fortunate in its Rail¬ 
way minister who can justly claim, as 
Mr Dandavate does, that his relations 
with employees is ‘‘motivated by my 
democratic perspective of conducting the 
railway administration in full cooperation 
with the railway employees and their 
trade unions”. In the central cabinet, Mr 
Dandavate has undoubtedly distinguished 
himself as one of the more decent, sincere 
and performance-oriented ministers. This 
government could do with more like 
him. 


Railway Budget at a Glanee (Rs crores) 


Actuals Budget Esti- Revised Esti- Budget Esti- 
1976-77 mate 1977-78 mate 1977-78 mate 1978-79 


Gross Traffic Receipts 

2036.11 

2110.24 

2131.61 

2219.86 

Ordinary Revenue Working 

Expenses (Net) i.e. alter taking 

credit for recoveries 

1548.96 

1648.74 

1611.06 

1700.90 

Appropriation to D<q;>reciation 

Reserve Fund from Revenue 

135.00 

140.00 

140.00 

145.00 

Appropriation to Pension Fund 

35.00 

40.00 

40.00 

50.00 

Net Miscellaneous Expenditure 
(including cost of works charged 

to revenue). 

20.86 

23.68 

24.16 

25.71 

Total 

1739.82 

1852.42 

1815.22 

1921.61 

Net Railway Revenue 

296.29 

257.82 

316.39 

298.25 

Dividend to General Revenues 

i09.05 

225.32 

227.07 

232.82 

Net Surplus (-i-)/Shottfall (—) 

-1-87.24 

+3ZS0 

-i-89.32 

-i-65.43 

Opentiug Ratio 


86.6% 

84% 

«5.4% 




gASTBRM aCONOIIIST 


320 


mat'Aiiy 24,1978 



Energy planning : an 

area-wise approach 


The hbiohtenbd emphasis that is being 
placed 1^ the Janata government on the 
development of the energy resources of the 
country with a view to overcoming all 
difficulties on this front within a time span 
of five to seven years is not mispla^. 
The recurring power shortages, which get 
accentuated in the years of below-normal 
rainfall, have been Wing a serious impact 
on our economy and invariably in the 
recent past the spectacle has been vdtnes- 
sed that whereas traditionally, the agricul* 
turists used to pray for rains, the industd* 
alists have now started doing so in a 
greater measure. This is because the 
industry is the biggest sufferer in times of 
power shortages as agricultural require¬ 
ments are accorded the highest priority. 

It is also heartening to note that the 
heightened stress on developing energy 
sources is being energetically followed up 
with concrete action. A clear evidence of 
this is available in the recent grant of 
permission for the import of 500 MtV 
generation unit by the Tatas, the clearance 
of a second super thermal power station 
to be set up at Korba in the public sector, 
the reaching of the accord on such inter¬ 
state hydel projects as the Thein dam and 
the general liberalisation of the import 
policy regarding equipment and machi¬ 
nery, including those required for power 
generation. 

thormal eapacity 

Oreen signal is understood to have 
also been given to the preparatory work 
on three more super thermal power 
stations, in addition to the one already 
being set up at Singrauli and the second 
one clear^ for construction at Korba. 
Four of these stations will have capacity to 
generate 2,000 M Ws of power each and the 
fifth one Wween 1,300 and 2,000 MWs. 

If the deliberations of the conference of 
state power ministers, which was held in 
New Delhi in the last week of January, 
are an indication, the functioning of the 
state electricity boards too is envisaged to 
be streamlined in the near Mx^ keep, 
ing political omsiderations out of their 


operations. This In itself can improve 
power generation as wdl as distribution 
not insignificantly, as there Is a good 
scope for better utilisation of the installed 
capacities. The optimum results from 
the streamlining of the state electricity 
boards, however, can be achieved only if 
apart from improving their efficiency, they 
also aim at a better relationship between 
power availability and sanction of new 
loads. The difficulties experienced in the 
recent past on the power front, undoub¬ 
tedly. have their genesis to a considerable 
extent in the indiscriminate sanctioning of 
loads a few years ago with an eye on the 
propaganda value of all the villages in a 
state being provided electricity. The 
practice still continues. This has resulted 
in the .demand estimates going awry. The 
future sanctioning of loads needs to be 
rationalised in the interest of obviating the 
widespread discontent arising out of 
power shedding, which in the case of 
industries not only leads to cutbacks in 
production but also sometimes damage 
to equipment. 

power paekapM 

A much more significant move in regard 
to the future planning on the energy front, 
however, is the attempt being made for 
the first time to draw up power packages 
area-wise so that the future development 
programmes can be tailored specifically to 
the resources available in the concerned 
areas at an optimum cost. The inter¬ 
linking of state electricity grids with the 
ultimate objective of having a national 
grid, of course, is not being given up. 
But taking into consideration the vast 
countryside, the cost of carrying power 
to where (including the transmission 
losses) is not an easy proposition to 
tackle, the area development programme, 
apparently, makes sense. Addressing 
the third international Seminar of Econo¬ 
mic Journalists in New Delhi last week, 
the director of the research and develop¬ 
ment division of Bharat Heavy Electricals 
limited. Dr H.N. Sharan, dwelt upon 
this issue at some length. He indicated 


t^at the integrated development pro* 
gramme was being drawn up not only on 
the basis of the conventional sources of 
energy such as hydel and thermal*->coal, 
natural gas as well as nuclear-rbut also 
taking into account such new sources as 
solar, wind and tidal. 

Some coiiidrted efforts have been made 
in the last couple of years in regard to 
the solar and biogas energy systernSj?-- 
particularly in respect of the latter. But 
the approach being developed now is to 
shift from individual units to the village 
community units and to integrate these 
systems in such a way that power is avail¬ 
able throughout the 24 hours of the day. 

time consuming 

The development of the non-conven- 
tional systems, of course, is going to be a 
time-consuming process, especially when 
the objective is to be that the consumer 
has to be provided energy from the non- 
conventional sources at a price not exceed¬ 
ing the cost of the conventional energy. 
A breakthrough has yet to be achieved in 
solar energy and to some extent in the 
case of the other non-conventional sources. 
The efforts, of course, are not misdirected. 

The nuclear power resources are pro¬ 
posed to be developed in areas which arc 
deficient in hydel resources and are also 
situated far away from the main coal belt 
of the country. Already we have two 
nuclear power projects—one located in 
Maharashtra and the other in Rajasthan. 
The third one is being put up at Kalpak- 
kam in Tamil Nadu and the fourth one is 
to be set up at Narora in western Uttar 
Pradesh. The locations of ail these plants, 
in fact, were selected on the above crite¬ 
rion, but the reiteration of this criterion 
by Dr Sharan apparently was needed in 
view of the clamour of certain other states 
to go in for nuclear energy even though 
they still have sizeable potential to be 
harnessed in hydel generation as well as 
production of electricity from coal. In 
some areas on the western coast, there is 
also a possibility of utilising natural gas 
as a source of energy, even though the 
present plans are to use this ^as for the 
manufacture of fertilizers and petro¬ 
chemicals. 

So far as hydel energy is concerned, 
there indeed still remains a large potential 
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of it to be tapped, especially in the 
Himalayan range. It is not only the most 
economical source of power in the long 
run—after the initial hea\y investment is 
made—but also a renewable and pollu¬ 
tion-free source. Its development, there* 
fore, has to be pushed through at a more 
accelerated pace than has ttaen the case 
hitherto. Several hydel projects have not 
yel progressed beyond the blueprint stage 
as they are inter-state projects. Concerted 
efforts need to be made to bring about 
expeditiously inter*state agreements con¬ 
cerning these schemes. 

coal-based power 

But one important point that needs to 
be stressed in this regard is that hydel 
projects lake more time to materialise 
than the coal-based ones. This time 
span will increase further as we 
go to the remoter areas of the Hima¬ 
layan ranges. In the immediate future, 
therefore, coal-based power will have to 
be developed faster. This may lead to 
some departure from the norm followed 
hitherto for hydel and thermal genera- 
ltk>n, i.e„ 40: 60 per cent. But this 
should prove a blessing in disguise as 
the difficulties on the power front in the 
recent past have arisen to no small ex¬ 
tent owing to hydel generation not com¬ 
ing up to expectations because of one 
reason or the other, the most important 
among them being inadequate rainfall 
or slow melting of snow. The base load 
requirements are primarily met from 
thermal generation. If these requirements 
have to be met ftilly, the thermal capa¬ 
city has to be augmented expeditiously. 
The hydel power in most areas will then 
be capable of looking after the peak-load 
requirements. It, of course, has to cater 
for the base load requirements in some 
areas where it is designed to do so. 

The progress on the coaI-b;ised power 
front, indeed, can be expected to be much 
more fast than has been the case in the 
past, as a result of the decision to set up 
giant stations. Wholesome results, how¬ 
ever, can accrue if those industrial pro¬ 
jects which desire to have their captive 
units are allowed to go in for them with¬ 
out much fuss. In fact, they ought to 
be assisted to the extent possible. 

The emphasis on expeditiously raising 
the thermal power generation capacity in 


the nevt few years, even by departing be fitte^mtoihe overall longterm pro* 
from the conventional norm of hydel and gramitt wftli|ti| hiuch. dipeufty.; Many 
thermal generation, peed not run counter slate grids have already been inter-linked, 
to the lutea-^se energy packages as the Vtransmission of power, therefore, 
location of the new projects can well may not be a problem. 


PER A issues fare well 


A silent revolution is taking place in 
the industrial sector with the foreign 
owned companies expanding their activi¬ 
ties spectacularly. While the new conces¬ 
sions granted by the central government 
in the form of investment allowance, a 
post-tax return of 12 per cent on net 
worth and fixation of differential retention 
prices have not enthused Indian entrepre¬ 
neurs (0 promote entirely new enterprises, 
foreign owned companies have taken 
advantage of the procedures adopted by 
the government under the Foreign Ex¬ 
change Regulation Act (FERA) for dilu¬ 
ting ownership in equity capital of foreign 
interests on an advantageous basis and 
embarking also on ambitious, new and 
expansion schemes. It is true that efficient, 
established Indian enterprises also have 
been expanding their activitirs with the 
issue of right shares and raising of term 
loans. But, the element of compulsion to 
undertake new schemes is absent as there 
is no need for dilution of ownership of 
major shareholders except where there 
were closely held companies or there was 
anxiety to get the equity shares of these 
companies listed for trading in the stock 
exchanges. 

basic fact 

The central budget for 1978-79 will 
have to devise ways and means for elimi¬ 
nating the disabilities of industrial units 
engaged in such base industries as ferti¬ 
liser, cement, paper and heavy chemcials 
as the Finance minister, Mr H. M. 
Patel, recently observed that in spite of 
concessions granted by the government 
there had been no substantial pick up in 
industrial activity. The basic fact remains 
that fresh investment in capital intensive 
industries on the basis of current cost.for 
plant and machinery and prevailing prices 
for end-products controlled or otherwise, 
is not attractive. The prevalence of 
high interest rates and the pursuance of 

* 


» dear money policy also have led to a 
warping effect on the return on capital 
employed and the inability of new 
enterprises to ensure an average return 
of 12 per cent on equity capital. The pre- 
ference of new and old investors has i^n 
to employ their savings in the shares of 
FERA companies or keep them in the 
form of fixed deposits with reputed Indus* 
trial establishments. 

aam* diaabilitias 

It may be argued that the FERA com¬ 
panies too arc suffering from the same 
disabilities and there is no reason for the 
enthusiastic response for the issues of 
equity capital by many units in recent 
months. But, the higher profitability of 
theirspscialised avocations, better manage¬ 
ment and a strong base have encouraged 
nearly all units affected by FERA to dilute 
their equity capital by issuing new shares 
on right basis or public subscription by 
Indian nationals at par or at premium 
wherever necessary. In the earlier stages 
a slow and systematic policy of dilution 
of ownership in equity capital was pursu¬ 
ed by Union Carbide, Indian Oxygen, 
Atlas Copco, Guest Keen Williams, Dun* 
lop India, Goodyear, Indian Aluminium, 
Philips India and others. These units 
have been expanding their activities stea¬ 
dily over a period and the required capi¬ 
tal has been raised through the issue of 
right shares at premium and term loans 
from financial corporations. Some com¬ 
panies even made public issues on ad¬ 
vantageous terms and heavy investment 
has taken place in the implementation of 
expansion and new schemes. 

The enforcement of the provisions of 
FERA on the basis of a deadline and 
precise guidelines had however led to a 
spate of new floatations in 1977. Many 
more are in the olfing and the number of 
new issues in 1978 may be even more 
than those recently witnessed because a 
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largp number of sterling companies have 
yet to promote counterpart rupee com* 
pai^s and adhere to the deadline indk 
cated by the Reserve Bank. The dilation 
in the foreign ownership has varied in indi¬ 
vidual cases depending upon the charac¬ 
ter of business carried on by the affected 
units and the extent of foreign ownership. 

Where wholly owned subsidiaries of 
foreign companies are involved the first 
stage of dilution has been to 74 per cent to 
100 per cent or 66:33 per cent. In the case 
of tea companies it has been suggested 
that the foreign interest should reduce 
their ownership to 74 per cent initially 
and 40 per cent eventually. Some com¬ 
plications have arisen over the manner of 
valuation of assets of the sterling tea 
companies before being conveyed to the 
ncwiy promoted counterpart rupee com¬ 
panies. Since the Income-tax department 
has been contending that there is a heavy 
undischarged tax liability in respect of 
expenses of home ofSoes and remittances 
to foreign interests the valuation proce¬ 
dures has been inhibited. It is also felt 
that the extraordinary boom in profits in 
1976-77 with unprecedented rise in world 
prices for tea exaggerated the valuation 
basis and that the average of profits for 
five years should be adopted for capitali¬ 
sation purposes and not the average of 
three years as has been insisted upon by 
some interests. 

thn contradictions 

In view of the exceptional character of 
the profits for 1976-77 and the large pro¬ 
fits repatriated by the sterling companies 
in earlier years it might even be examined 
whether the earnings for 1976-77 should 
be included only aftermaking some adjust¬ 
ments or even excluded for determining 
the reasonable average profitsfor valuation 
purposes. The contradictions in this regard 
will be satisfactorily settled in the next 
few months as a number of sterling tea 
companies have yet to raise their capital. 

It must be said, however, that Tata 
Finlay’s example of taking over major 
tea companies is commendable as the con¬ 
sideration to the owners of merging tea 
companies has been paid only partly in 
the fbrm of equity shares and large por¬ 
tion is payable in instalments agaipst 
loans given to Tata Finlay by the merging 
companies. These loans represent the 


rmoaining portion of die consideratiott for 
making over the assets of the merging 
tea companies. Tata Finlay also reduced 
the foreign ownership at one stroke to 
40 per cent and equity shares were offered 
for public subscription at par. These 
shares are now quoting at Rs 24 or at a 
premium of Rs 14 per share. The return 
on fresh investments also was highly 
satisfactory as an interim dividend of IS 
per cent taxable for 1977-78 has recently 
been announced on enlarged equity, capi¬ 
tal. The new shareholders also have the 
advantage of getting the final dividend of 
10 per cent taxable out of the earnings 
for 1976-77 even through the shares were 
allotted just before the close of the ac¬ 
counting year. 

variod proeeduros 

Other foreign owned companies have 
come on the market for raising their 
requirements. The procedures adopted in 
individual cases have varied widely. The 
wholly owned subsidiaries forming new 
rupee companies have valued their assets 
conservatively. In some cases like Dorr 
Oliver' the assets have even been handed 
over at book value while in some other 
cases the valuation basis has been adopt¬ 
ed. It is regrettable however that in some 
instances like Indian Duplicators, addi¬ 
tional capital has been needlessly raised 
even after attempting a massive capitali¬ 
sation of reserves. In these instances 
additional equity capital was not required, 
and the now schemes were not of such a 
character as to justify the expansian of 
the equity base in such a big way. It 
would have been preferable if offers 
for sale of equity shares had been attemp- 
ed without expanding the equity base and 
the proceeds repatriated on a staggered 
basis. The government even could have 
agreed to immediate, r^atriation of pro¬ 
ceeds where offers for sales of equity 
shares are involved, because some profi¬ 
table use could have been found for 
accumulation of foreign balances. The 
procedures have not been uniform as the 
problems of individual companies were 
different. In the large majority of cases 
however Indian investors have benefited im¬ 
mensely as there is a virtual boom in equity 
shares of FERA companies presently. 

The lists for issues of equity shares have 
been oversubscribed heavily and the stock 


exchange authorities will have difficulties 
in formulating procedures for allotment 
of equity shares. Nevertheless an attempt 
has been made to disperse ownership of 
new share-holdings and benefit small 
investors. No precise estimate is available 
of the extent of fresh investment in new 
and expansion schemes of foreign owned 
companies. But it can be safely presum¬ 
ed that the outlay will be easily in excess 
of Rs I SO crores and when the remaining 
floatations are completed the aggregate 
fresh investment may exceed Rs 2S0 
crores or even Rs 300 crores. 

outetandino examples 

There is of course no large ftesh 
investment in tea companies as only 
the conversion of sterling companies 
is taking place and fresh expenditure on 
new schemes is not sizable but in other 
instances new schemes are being taken up, 
the outstanding examples being provided 
by Hindustan Lever, Dorr Oliver, India 
Foils, Bimetal Bearings, ASEA and Bri¬ 
tannia Biscuits. This silent revolution has 
certainly been helpful in exp uiding the 
industrial base and promoting activities 
m the directions where additional produc¬ 
tion will result in the displacement of 
imports and hasten the process of import 
substitution. The pharmaceutical units too 
may before long come out with their plan 
for dilution and expansion of activities. 

It will be desirable however to permit 
offers for sale of equity shares' where a 
large capital base already exists and the 
debt equity ratio is low. The raising of 
term loans by themselves will result in the 
desired broadening of equity base when 
expansion schemes fructify. In some in¬ 
stances there has even been issue of equity 
capital on the basis of negotiated pre¬ 
mium for being firmly allotted to the 
term lending institutions where they agre¬ 
ed to surrender their right for convert¬ 
ing portions of term loans. Whatever 
may be the procedure adopted, the small 
investors must be afforded a reasonable 
opportunity for participating in the cur¬ 
rent boom and offers for sale will be more 
attractive where unnecessary dilution for 
its own sake can be avoided. The same 
objective can be achieved by selling shares 
out of existing capital and permitting even 
immediate repatriation where the balance 
of advantage to the country is clear. 
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CAPITAL’S 

CORRIDORS 

R. C. Ummat 

Coal controversies * IDBI and IFC assistance * 
Provident fund investments • Food for work 
programme • Party prospects in state elections 


The prime minister, Mr Morarji Desai, 
is understood to have suggested to 
the minister for Energy, Mr P. Rama- 
chandran, that the issue of transfer of the 
department of coal from the ministry of 
Energy to the ministry of Steel and Mines 
may be sorted out through discussions 
between the secretaries of the two minis¬ 
tries. The ministry of Steel and Mines 
originally desired that the department of 
coal should be transferred to it in its 
entirety, but later on after encountering 
opposition from the ministry of Energy, it 
modified its stand to the effect that the 
transfer of even coking coal mining to it 
would do. The ministry for Energy has 
been resisting this presumably on the con¬ 
siderations that all coal mining should be 
handled by one department. Discussions 
at the level of secretaries of the two 
ministries are expected to take place in 
the near future. 

unsolved issue 

The issue of importing coking coal for 
steel manufacture also continues to remain 
unresolved. The ministry of Steel and 
Mines had suggested import of one mil¬ 
lion tonnes of this type of coal on the 
consideration that it will not only help 
conserve our own limited coking coal re¬ 
serves but also help in better utilisation 
of the steel-making capacity. Our coking 
coal reserves are estimated to last not 
more than 40/45 years. It was felt by the 
ministry of Steel and Mines that the cur¬ 
rent comfortable foreign exchange posi¬ 
tion could be utilised for importing some 
quantities of coking coal. 

The major hitch in importing coking 
coal could be the cost, both direct and 


indirect. It is being argued that coking 
coal imports will mean subsidising exports 
of steel. Our coking coal requirements at 
the current level of steel production of 
slightly over 10 million tonnes ingots are 
estimated around 16 million tonnes. The 
domestic supply is approximately 15 
million tonnes. Even though the prices of 
coking coal in the international market 
have come down, the imports arc envi¬ 
saged to cost Rs 800 per tonne. The 
domestic price of washed coking coal is 
around Rs 200 per tonne. It requires 0.8 
tonnes of washed coal or 1.2 tonnes of 
raw coking coal to produce one tonne of 
hot metal. 

significant subsidy 

The imports, it is stressed, will raise 
the marginal cost of producing steel 
by about Rs 800 per tonne and this 
steel in the present day circumstances will 
have to be exported. The result will be 
that even though the overall cost of manu¬ 
facturing steel may come down margi¬ 
nally through the import of coking coal, 
the cost of producing slightly increased 
quantities of steel for export would entail 
a significant subsidy. 

The production of coal is stated to be 
progressing well. The latest data indicate 
that we produced during the first ten 
months of the current financial year 81.5 
million tonnes of cqal~3.8 million tonnes 
more than the oiitput during the corres¬ 
ponding period last year. This was despite 
the fact that the coal mining areas receiv¬ 
ed a very heavy rainfall during the last 
monsoon season and there were consider¬ 
able pdwer trippings and also a prolonged 
strike at the Oomia explosives factory. 


Coal India Limited and its subsidiaries 
are stated fo have increased their daily 
production by over 25 per cent during 
the three months to January—^from 
2.68 lakh tonnes to over 3.34 lakh 
tonnes. The stocks at the pitheads are 
said to be quite comfortable around 
10.5 million tonnes, in spite of the steel 
plants, power houses, cement-manufac¬ 
turing units, paper mills, textile under¬ 
takings and brick-making kilns being pro¬ 
vided supplies during the nine months to 
December of a significantly higher order 
compared to the corresponding period 
last year—8.3 per cent, 7.5 per cent, 4 per 
cent, 5.7 per cent, 7.4 per cent and 44.2 
per cent more, respectively. 

To keep up the tempo of coal produc¬ 
tion, nine new projects have been sanc¬ 
tioned this year, involving a total cost of 
Rs 5 crores. These are the Dhemomain, 
Ninga, Raibati and Kottadih projects in 
West Bengal, the Ramgarb washery and 
the Ramgarh mine schemes in Bihar, the 
Godavari mining project in Andhra Pra¬ 
desh, the Churcha expansion scheme in 
Madhya Pradesh and the Karo project in 
Bihar. The outlay for developing the coai 
industry is being increased from Rs 192 
crorcs this year to Rs232 crores next year. 

The government has also sanctioned the 
opening of the second lignite mine at 
Neyveli. It will have a capacity to pro¬ 
duce 4.7 million tonnes of lignite per 
annum and will support the setting up of 
a 630 MW power station. Both these pro¬ 
jects are estimated to cost Rs 375.12 
crores. 

* * 

Although efforts have been made in 
recent years to foster the industrialisation 
of the less-developed states, the major por¬ 
tion of the financial assistance provided by 
the Industrial Development Bank of India 
(IDBI) and the Industrial Financial Cor¬ 
poration (IFC) has gone to such indus¬ 
trially advanced states as Maharashtra, 
Gujarat and TamilNadu. Up to the end of 
September, 1977, these three states had 
accounted for nearly 40 per cent of the 
assistance sanctioned by the two financial 
institutions for the industrial projects 
primarily in the private sector. Mahara¬ 
shtra had got till then assistance to the 
tune of Rs 451.77 crores from the IDBI 
and Rs 132,19 crores from the IFC. Tamil 
Nadu had received Rs 284.83 crores from 
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the IDBI and Rs 82.19 crores flrom the 
IFC and Gujarat Rs 354.55 crores and 
Rs 47.41 crores, respective^. The aggre* 
gate assistance provided by the IDBI to 
all the states and union territories had 
been of the order of Rs 2,434.42 crores 
and that made available by the IFC to the 
tune of Rs 683.17 crores. 

Interestingly enough, the projects in 
West Bengal had received till September 
30, 1977, assistance to the extent of only 
Rs 173.62 crores from the IDBI and 
Rs 54.47 crores from the IFC. This was 
perhaps due to the fact that the invest¬ 
ment programents in this state had been 
upset in recent years because of the 
reasons too well known to be dwelt upon 
here. 

The financial assistance made available 
by the IDBI includes direct loans (includ¬ 
ing for exports), underwriting of and 
direct subscriptions to shares and deben¬ 
tures of industrial concerns, refinance of 
industrial loans and export credits, redis¬ 
counting of bills and guanrantces. The 
assistance from the IFC covers direct 
loans, underwriting of and direct subscrip¬ 
tion to shares and debentures of industrial 
concerns and guarantees. 

moderate assistance 

Karnataka, Andhra Pradesh, Kerala, 
Punjab and Haryana have been receiving 
assistance from the two institutions in a 
moderate manner. Even though the shares 
of Uttar Pradesh and Bihar in the total 
assistance provided by the two organisa¬ 
tions have been of a higher order than 
those of Karnataka, Andhra Pradesh, 
Kerala, Punjab and Haryana, they cannot 
be construed more than modest if note is 
taken of the .sizes of the two states. These 
seven states had received upto September 
30, 1977, assistance from the IDBI and 
the IFC to the following extents, respec¬ 
tively: Karnataka Rs 159.96 crores and 
Rs 45.75 crores, Andhra Pradesh Rs 136.13 
crores and Rs 53.88 crores, Kerala Rs 
81.75 crores and Rs 20.23 crores, Punjab 
Rs 80.07 crores and Rs 13.56 crores, 
Haryana Rs 58.59 crores and Rs 27.45 
crores, Uttar Pradesh Rs 203.77 crores 
and Rs 79.45 crores, Bihar Rs 83.25 crores 
and Rs 32.41 crpres. 

Madhya Pradesh, Rajasthan; Orissa and 
Assam had got assistance to the tune of 


Rs 71.79 crores, Rs 80.07 crores, Rs 46.21 
crores and Rs 38.35 crores from the IDBI 
and Rs 17.76 crores, Rs 28.45 crores, 
Rs 16.45 crores, and Rs 11.04 crores from 
the IFC, respectively. Jammu and Kash¬ 
mir and Himachal Pradesh had received 
assistance only to the tune of Rs 19.32 
crores and Rs 11.92 crores from the IDBI 
and Rs 1.4 crores and Rs 2.09 crores from 
the IFC 

Among the smaller states, Mam'pur had 
got assistance of the order of a bare Rs 30 
lakhs from the IDBI and no assistance 
from the IFC. Meghalaya, Tripura and 
Nagaland had been provided assistance 
to the extent of Rs 4.09 crores, Rs 1.72 
crores and Rs 1.01 crores by the IDBI 
and Rs 2.82 crores, Rs 80 lakhs and Rs 50 
lakhs by the IFC. 

Delhi'* share 

Among the union territories, the largest 
amount of assistance went to Delhi and 
Ooa, Daman and Diu, the former get¬ 
ting Rs 40.6] crores from the IDBI and 
Rs 6.59 crores from the IFC and the lat¬ 
ter t^eiving Rs 64.27 crores from the 
IDBI and Rs 4.75 crores from the IFC. 

The assistance made available by the 
IDBI to the other union territories was as 
follows: Pondicherry Rs 6.68 crores, 
Chandigarh Rs 3.21 crores, Dadra and 
Nagar Haveli Rs 89 lakhs, Arunachal 
Pradesh Rs 56 lakhs and Andaman and 
Nicobar Islands Rs 22 lakhs. No assis- 
tance had been provided by the IDBI to 
Mizoram and Lakhsadweep, Minicoy and 
Amindivi Islands. Pondicherry had been 
provided assistance to the tune of Rs 1.09 
crores and Andaman and Nicobar Islands 
to the extent of Rs 42 lakhs by the IFC. 

The above imbalance in the assistance 
provided by the two institutions to the 
different states for setting up industrial 
undertakings is officially explained by the 
fact that these institutions by themselves 
have no direct control over the location 
of a project as the location is decided 
either by the promoter or is indicated in 
the industrial licence issued by the govern¬ 
ment under the Industrial (Development 
and Regulation) Act, 1951. The two 
institutions, however, are stated to be en¬ 
couraging, to the extent possible, taking 
Into consideration the economic justifi¬ 
cations of the projects from the national 


point of view, such schemes as are spon¬ 
sored by technician-entrepreneurs and 
those coming up in the backward regions. 


The recommendation of the Board of 
Trustees of the Employees’ Provident 
Funds scheme for raising the interest rate 
on the accruals to these fiinds from eight 
per cent this year to 8.5 per cent next 
year—the silver jubilee of the scheme—is 
estimated to require an amount of Rs 149.61 
crores. The total interest payable on the 
anticipated credits of Rs 1,812 crores in 
these funds is estimated to be Rs 154 
crores, but this is likely to, be reduced by 
about Rs 4.4 crores on "account of the 
savings in interest on the withdrawals al¬ 
lowed to members. On the current pat¬ 
tern of investment of these funds, the 
likely amount available for distribution is 
estimated around Rs 133.9 crores. There 
will, thus, be a gap of Rs 15.7 crores to 
be bridged. 

This, however, is not expected to pose 
any big problem as attempts are being 
made to diversify the investment portfolio 
of these funds. Several steps have already 
been taken in this connection. These 
include: (I) Increasing investment out of 
the current accruals in short-term securi¬ 
ties which ensure a higher interest; (ii) 
reinvestment into short-term securities of 
nearly Rs 93 crores withdrawn from the 
investments in long-term securities; (iii) 
conversion of the current accruals in a 
current account with the State Bank into 
savings account; and (iv) prevailing upon 
the Reserve Bank and the P&T authori¬ 
ties to pay the funds maturity proceeds of 
investments with them under reinvestment 
system as done by the banks for invest¬ 
ment under their post office time deposit 
schemes instead of payment of interest 
annually. 

The board of trustees has also made a 
recommendation that 25 per cent of ac¬ 
cumulations in the employees’ provident 
fhnds should be allowed to be invested in 
fixed deposits with the nationalised banks. 
It is further envisaged that4he excess 
investments already made in government 
securities should be brought down. Al¬ 
though employees’ provident funds 
are required statutorily to invest only 5P 
per cent of their total accruals ingovem- 
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meat securities which can give a maximum 
yield of 6.5 per cent per annum, the 
investments in these securities currently 
aggregate to around 66 per cent. The 
release of some of these investments for 
investment in time deposits and special 
deposits, which yield a return of 10 per 
cent per annum, can go a long way in im¬ 
proving the earnings of the employees’ 
provident funds. A significant amount of 
accruals to these funds remain still invested 
in government securities which yield such 
a low return as three per cent. 

The trustees of the employees’ provident 
funds have also expressed the view that 
the subscribers to these funds should be 
entitled to a slightly higher interest rale 
than those to the general provident fund 
(government employees) as, whereas in 
the case of the latter interest is payable 
on monthly balances, it is paid in the case 
of the employees’ provident funds scheme 
only on the opening balances in a year. 
There has been a lot of criticism on this 
score. The recommendation of the trus¬ 
tees of the employees’ provident funds 
scheme, therefore, is not unwarranted. 

* * 

Even though the progress in regard to 
the food for work programme still leaves 
much to be desired, it is understood to 
have picked up significantly. Requests for 
foodgrains under this scheme are under¬ 
stood to have been received from 14 states, 
involving 5.14 lakh tonnes of wheat and 
21,688 tonnes of milo. The allocations 
already made aggregate to about a lakh 
tonnes of wheat and 1,850 tonnes of milo. 


away faction of the Congress headed by 
the former prime minister, Mrs Indira 
Oandhi, about the chances of their suc¬ 
cess in the February 25 elections to the 
state legislatures in Maharashtra, Andhra 
Pradesh, Karnataka, Assam and Megha¬ 
laya and the union territory legislature 
of Arunachal Pradesh, opinion in poli¬ 
tical circles appears to be veering round 
to none of the parlies securing absolute 
majority anywhere, exceps perhaps in the 
union territory of Arunachal Pradesh. 
The contest for the 288-membcr Maha¬ 
rashtra legislature is claimed to be bet¬ 
ween the Janata party and the Reddi- 
Chavan Congress for most of the seats 
and between the Janata party and Cong¬ 
ress (I) in some parts of Vidarbha. In 
Andhra Pradesh, all the three parties 
appear to be closely balanced for the 
electoral battle for the 295 scats. In 
Karnataka, the fight for the 224 seats 
is said to be crystallising primarily bet¬ 
ween the Janata party and Congress (I). 

The contest in Assam for the 
126 seats is said to be primarily bet¬ 
ween the Janata party and the Reddi- 
Chavan Congress and to some extent 
between the latter and the Communist 
party of India (M). In Meghalaya, the 
three major parties which are contesting 
for the 60 scats are the Reddi-Chavan 
Congress, the All Party Hill Leaders’ 
Conference and the Hill State Peoples’ 
Democratic Party—the Janata party has 
not put up any candidate here cn its 
own. In Arunachal Pradesh, where elec¬ 
tions are being held for the first time, 


two Janata party candidates have already 
been electecf nnof^osed and the party is 
reported to be comfortably placed vis- 
a-vis Its oi^nents for the remaining 28 
seats. 

The vertical split in the Congiess should 
have brightened the chances of the Janata 
party at the ensuing poll in all the states, 
but internal dissensions and the admis. 
sion of some controversial 'figures into 
its ranks seem to have mitigated its pros¬ 
pects in Karnataka and Andhra Pradesh. 
The lack of clear-cut issues before the 
electorate is said to have failed to enthuse 
the general public. Some unnecessary 
controversies such as the language issue, 
which could well have been avoided by 
the Janata leaders by not insisting on 
addressing the election meetings in Hindi 
in Andhra Pradesh and Karnataka, 
seems to have further confused the situa¬ 
tion. The Janata party has also not 
been able to fully bring to the notice of 
the electorate the success achieved by it 
in stabilising the price level and some of 
the wholesome measures it has taken to 
impart dynamism to the economy. The 
opposition is taking advantage of this 
by stressing that the Janata-lcd govern¬ 
ments in the country are drifting aim¬ 
lessly. Mrs Oandhi is trying hard to 
win over the backward sections in a bid 
to stage a comeback. How far she will 
succeed is anybody’s guess. Perhaps she 
is depending upon the memory of the 
electorate about the excesses of the emer¬ 
gency being too short-lived. 


The food for work programme was ins¬ 
tituted over a year ago to convert the 
large food stock available with the govern¬ 
ment for developmental purposes. It, 
however, made a very tardy progress in 
the beginning and up to about six months 
ago, the requests for releases of wheat had 
been received only from four or five states, 
involving not more than 50,000 tonnes. 
To make the scheme more attractive, a 
good deal of modification was effected in 
it recently to include several new deve- 
lopmental efforts. 

Even though claims and counter-daims 
are being made by the Janata party, the 
Congress led by Mr Brahmananda Reddi 
and Mr Y. B. Chavan and the break- 
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Trading with western Europe 

Prof P. N. Agarwala 


Tha author chalks out moasuroo by which our oxporto to wostorn 
Europe can bo substantially Incroasod in spito of restrictions Imposed 
by the EEC on many of our manufactures. Prof Agarwalai apart 
from holding many responsiblo positions! has been chief marketing 
manager of Stato Trading Corporation for over a decade. His 
suggestions therefore merit serious consideration. 


West Eukopeans have been great traders 
from ancient times. Their share of 
world trade despite the loss of the colo¬ 
nies by the metropolitan powers stands at 
40 per cent. Foreign trade plays a crucial 
role in the economies of Britain, the 
Scandinavian countries, West Germany, 
France, Italy, Belgium and the Nether¬ 
lands. For almost two decades from 1954 
to 1973 the countries comprising the 
European Common Market—Belgium, 
Netherlands and Luxembourg which 
originally founded the coal and steel 
community in 1948 and France, West 
Germany and Italy which joined in mid 
’fifties to form the ECM—registered an 
economic growth rate between four and 
five per cent per annum. This has been 
the highest growth rate achieved by these 
economies in recorded history. In the 19th 
and first half of the 20th century when 
most of these countries experienced indus¬ 
trialisation and a dynamic transforma¬ 
tion of their economies, the average 
growth rate per annum was only around 
two to three per cent. 

reducing fariff barriers 

West European countries realised in 
the late ’forties when the withdrawal 
from the erstwhile colonies started that 
the best way to preserve their economic 
growth was to reduce the tariff barriers 
within themselves and induce a greater 
flow of trade. The memories of the great 
depression of the ’thirties were also fresh 
at the time and there was a pronounced 
thrust towards multilateral trade till the 
onset of the oil crisis followed by the 
severest recession in the post-war period 
and the comparative stagnation witnessed 
over the past three years. 

Britain had earlier stood out of the 
inner six and had formed the outer seven 
poup. However, the rate of economic 


growth of the outer seven was less than 
the rate achieved by the members of the 
ECM. Britain, Ireland and Denmark 
joined the ECM in 1972 and the ECM 
today constitutes the single largest affluent 
market in the world—being larger than 
either the continental markets of the 
USA or the USSR. 

Our trade with west European coun¬ 
tries which in the ’forties and early ’fifties 
amounted to well over a third to two- 
fifths of the total exports came down in 
the ’sixties to only 20 per cent of our 
total exports. Britain which had for two 
centuries remained our leading trading 
partner yielded place to the United States 
and latterly to Japan and the USSR and 
came to occupy the third or fourth posi¬ 
tion amongst our trading partners. Even 


POINT 

OF 

VIEW 


SO, it alone accounted for over eight per 
cent of our exports in 1976-77. In the past 
five years, however, India's share of the 
West* European market has improved 
from 20 to 25 per cent as a result of 
increased exports to West Germany, 
France, Italy and the Scandinavian 
countries. For the first time in 1976 and 
1977 India is expected to have achieved 
a favourable balance of trade with the 
ECM whereas for the past many years it 
was running a considcirable deficit mainly 
on account of heavy imports from West 
Germany and other west European 
countries. Our exports in 1976-77 to 
west European countries amounted to 
nearly Rs 1250 crores of which about 
Rs 400 crores and odd were accounted 


for by Britain alone and the balance was 
spread over the continental countries. 

Despite the continued high rates of 
unemployment in West Germany, that 
country's intake of the products of 
the Third World countries in 1977 has 
been very well maintained. West German 
imports from Third World economies have 
been running close to S3 billion annually 
and marks a significant step up even over 
the levels of the previous year. Even so, 
India has a long way to go to reach the 40 
per cent share which west European 
economies account for on the world 
scene and these markets offer a high 
potential for growth in several selected 
sectors. Despite the emerging protectionist 
stance particularly in France and some of 
the other ECM countries, there is an 
irreversible global shift taking place in 
these economies from labour intensive 
fields to more capital intensive areas like 
computerisation, think tank technology, 
aerospace engineering, wired city techno¬ 
logy and sophisticated hardware. 

domestic pressures 

West Germany, France, Britain and 
Italy account for well over a fifth of the 
world trade and in their own enlightened 
self-interest cannot be expected to pursue 
the protectionist trends over a long period 
of time. Any prolonged pursuit of this 
course is bound to bring in retaliation 
and quantitative restrictions, tariff barriers, 
quotas which will depress their exports 
and, therefore, they can be expected to 
pursue this course only to a limited 
extent. The continuing high rates of un¬ 
employment which their economies have 
been experiencing for the past three and 
a half years have no doubt created domes¬ 
tic pressures compounded by political 
compulsions to seek temporary relief by 
resort to protectionist measures as in the 
case of France which faces an election 
next spring. The Italian economy which 
had imposed severe import restrictions in 
the wake of very heavy deficits and quotas, 
has relaxed some of these measures 
and the situation is now easing owing to 
the partial recovery of the Italian eco- 
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nomyfrom its balance of payment crisis in 
the past one year. For the first time the 
Italian economy has registered a surplus 
on foreign trade since the oil crisis. 

British economy also after having experi¬ 
enced very heavy bouts of infiation from 
1974-76, had in 1977 been showing signs of 
settling down and renewed vigour. Thanks 
to the flow of North Sea oil, the British 
balance of payments position has shown 
a dramatic improvement in 1977 and the 
foreign exchange reserves of Britain now 
stand at over S20 billion, reflecting a four¬ 
fold increase in the past 11 months. 
The rate of inflation in Br'taio has 
almost be:n brought down to single 
digit levels although the unemployment 
situation remains as intractable as before. 

balancing accounts 

West European economies have of 
late not shown the vigour and dynamism 
noticed in the ’fifties and ’sixties and are 
trying dcspcralcly to balance their acco¬ 
unts in the wake of the oil crisis by incre¬ 
asing their exports to the OPEC coun¬ 
tries and by energy conservation meas¬ 
ures. While no dramatic improvement in 
the west European economic situation is 
on the horizon the OECD countries are 
expected to attain an economic growth of 
three to 3^ per cent in 1978 which even 
though low by the post-war standards will 
still remain historically a high figure. 

India has entered into a treaty of eco¬ 
nomic cooperation with the European 
Common Market and recently negotia- 
tions have been conducted as a result of 
which jute and coir goods enter duty-free 
in the ECM countries with effect from 
January 1, 1978, six months ahead of 
schedule. At the time of writing there is no 
clear indication of n final agreement having 
been arrived at with EEC in regard to the 
multi-fibre agreement on textile export 
quotas proposed by EEC. This matter is 
l^ing posted before the EEC foreign minis¬ 
ters and a final decision may be expected 
shortly. From current indications India 
may not be able to secure a very much 
higher quota than the levels reached in 
1976-77 but even so it may be able to 
retain the existing levels. It is pertinent 
to recall in this regard that the quDtas of 
Hong Kong, Scuth Korexi and Taiwan 


have b^ slashed by 11 to 13 percent. 
Textile ^ exports of Hong Kong and 
South Korea are several times that 
of India in terms of readymade garments 
and wearing apparel. 

Both West Germany and Britain have 
been consistently reporting a steady move¬ 
ment away from the leather and leather 
products areas and these fields are becom¬ 
ing increasingly available to us. Fraoceand 
Italy are no doubt endeavouring to hold 
on to their present positions being leaders 
in fashion. But even this situation might 
undergo a change in the coming years. 
We should, therefore, look at these mar¬ 
kets for leather and leather products from 
a long term strategic view-point. Owing 
to over stocking and the general econo¬ 
mic stagnation the offtake of leather pro¬ 
ducts in the ECM countries this year has 
not been very encouraging yet improve¬ 
ment may be reasonably expected in 1978. 
If we could fashion our leather finishing 
technology and set up common facility 
centres to help the bulk of our small 
and cottage units engaged in footwear 
manufacture, we could make a real 
dent into these markets. A recent UN 
study has brought out that the value added 
realisations from export of footwear and 
leather garments can be eight times more 
than the realisations achieved through 
export of semi-processed leather which 
still accounts for considerable amounts of 
our annual exports. 

lack of imago 

We have greatly suffered from the lack 
of a proper image among the discerning 
consumers of western Europe as a supplier 
of sophisticated consumer items. This defi¬ 
ciency has to be made good by increased 
and constant participation in general and 
specialised trade fairs and exhibitions as 
also by a calculated investment in publi¬ 
city, sales promotion, advertising and in 
the initial stagest hrough marketing tie-ups 
with appropriate distribution channels. 

In the case of made-up garments also 
the need for keeping up with the latest 
fashion designs and changes is paramount. 
The Japanese have been able to come up 
with their own designs and fashions which 
have bsen accepted in the fashion centres 
of France and Italy. There is no reason 
why our desi|ners and artists cannot corns 


up with« ci^ative styles and patterns which 
we may be^ able to offer hnd gain accep¬ 
tance. Till such time as wc are able to 
generate our own fashions we must keep 
in step with the west European spring and 
autumn fashion changes and designs. 
In these countries, consumers do not 
buy an item for use till it wears 
out or is absolutely jaded but they are 
keen on keeping ahead of the latest 
changes. We are singularly well placed for 
making overalls, workmen’s uniforms, 
industrial clothing as we grow the medium 
staple cotton largely required for this kind 
of manufacture and have the necessary 
skilled expertise, industrial and technical 
facilities to fabricate this type of clothing. 

common facilities 

We have not so far attempted to break 
into this large market which does not 
require much sophistication and where we 
have an edge over other competing sources 
like South Korea, Hong Kong or Taiwan 
which lack the cotton base and where 
labour costs have been increasing of late 
considerably ahead of ours. The setting up 
of a separate export promotion council 
for textile garments is no doubt a step in 
the right direction but by itself it will not 
be able to make a very significant dent. 
Unless fashion and common facility centres 
are set up in Bombay, Delhi and in the 
eastern and southern regions, the small ex- 
porter of garments will not have the iiccess 
to such style changes. This industry is 
mainly confined to the small and cottage 
units and only few large organisations 
have built up a turnover which can feed 
them with such fare independently. Here 
also tie up arrangements with the distri¬ 
bution channels can help. 

Engineering goods offer perhaps the 
best potential in west European market 
particularly in the field of collapsible 
bicycles geared to the European tastes 
which are used largely for reasons of 
health during weekends or for convenience 
of parking as in the Netherlands and 
Denmark. 

Diesel engines and pumps, aluminium 
conductors, transmission towers, power 
cables, man-hole covers, castings and 
forgings, wire-rods, sewing machines, and 
electric motors have a good market. 
Owing to the disinclination of the labour 
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in Wett Oermany as well as in Britain and 
other countries to entage in uncongenial 
occupations many steel foundries have 
been closing in recent years. There is also 
considerable room for organising export 
of autoparts and andllaries to western 
Europe, In-depth studies have been made 
to identify the range and scale of products 
which can be marketed in France, West 
Oermany, Italy and Britain to the leading 
auto manufacturers provided we are able 
to assure timely deliveries preferably off 
the shelf from a central warehouse in Rot¬ 
terdam or Hamburg or Marseilles. 

Adherence to quality and specifications 
and timely deliveries in sizeable quantities 
are prerequisites to successfully breaking 
into the European auto market forbought- 
out parts. Many of the leading auto 
manufacturers buy their requirements on 
a day-to-day basis. Unless they can be 
delivered from a central point, the pros¬ 
pects for breaking into this area are 
indeed slim. 

assembly arrangement 

West European industry has also 
been moving away from the railway 
wagons .sector as it is largely a labour 
intensive area. If we can set up assembly 
plants in Yugoslavia or in Spain and send 
out the wagons in completely knocked 
down condition, we may be able to break 
into this market and create work to keep 
our wagon builders occupied, many of 
whom are languishing for lack of adequate 
orders. In the area of machine tools, hand 
tools, and do-it-yourself kits, there is anim- 
mense potential. We have to increase our 
production capacities in the area of hand- 
tools and kits to generate larger export 
surpluses. Our machine tools have made 
a good start but this drive has to be 
intensified and kept up and it is most im¬ 
portant that the engineering units in India 
make adequate arrangements for stocking 
spares and for building up a network of 
service facilities. Unless spares and ser¬ 
vice facilities are made available, it would 
not be possible to interest the average 
west European consumer to shop around 
for Indian goods. 

There are many items which we make 
and can conveniently fabricate for the 
basement departments of the large chain 
stores particularly in the area of kitchen¬ 


ware like aluminium and stainless steel 
pots and pans and other kitchen utensils. 
It is imperative that stainless steel 
sheets are made available to export ori¬ 
ented projects at international prices. 
There is considerable scope even for export 
of garden chairs and outdoor furniture 
made out of aluminium which could be 
shipped from here in a collapsible condi¬ 
tion and easily assembled from a central 
point in Europe. 

markat for articrafts 

West Europe affords a tremendous 
market not merely for articrafts but 
for the utility handicrafts like salad 
bowls, wooden forks and knives and 
various other items. We could take 
advantage of this market if we organise 
production conforming to a uniform 
pattern and style in adequate numbers 
and guaranteed deliveries. Many large 
chains and mail order houses, with whom 
the writer has had detailed discussions in 
India and Europe have expressed interest 
in such items whidi they are currently 
buying from South Korea, Hong Kong, 
Taiwdh, Singapore and the Philippines. 
As this is a largely labour intensive area, 
there is no reason why we may not be 
able to organise the production on a 
decentralised basis but conforming to the 
qualities and specifications of the foreign 
buyers. The exporting units can arrange 
to supply them the raw materials and 
designs and extend them the credit 
wherever necessary. 

In the area of handmade carpets, India 
has lately emerged as a large exporter. 
This field is being vacated by Iran 
which held the fort for centuries and 
fortunately we have the skills and crafts¬ 
men who can weave the Persian patterns 
in our carpets in Kashmir, Delhi, Amrit¬ 
sar and such other centres as Mirzapur. 
If heating facilities can be made available 
to the carpet weavers in Kashmir in winter 
and the necessary raw material and credit 
inputs made available to them, we could 
increase our production of handmade 
carpets several-fold and generate exports 
worth Rs 100 to 200 crores a year parti¬ 
cularly to such countries as Switzerland 
and West Germany who prize oriental 
carpets. 

Our export of handicrafts, gems and 


jewellery have beat doing rather well but 
even so we can hope to increase our share 
if intensive efforts are made to set up a 
chain of stores in west European countries 
selling our ivory, sandalwood, rosewood 
inlay work, walnutwood cr^, papier 
mache and filigree silver work. Silver is 
now very much the in-thing and our 
craftsmen from Orissa, Kashmir and 
Andhra have the skills to fashion the 
silver into very attractive pieces. We have 
thus far concentrated on the ‘smalls’ in 
our diamond exports; there is no reason 
why with the expiricncs that we have 
gained, we should not be able to break 
into the market of the medium and even 
some of the larger stones. We can import 
the roughs from Zaire, Brazil, the USSR 
and the rough emeralds from Columbia 
and rubies from Burma which is again 
opening up to international commerce, 
and export our wares not only to western 
markets but also to Oil-rich Gulf areas, 
Hong Kong and Japan. 

marina products 

Now that we have extended our sea 
limits to 200 nautical miles and are 
importing deep-sea fishing trawlers from 
Norway and Mexico there is no reason 
why we should not increase our catch and 
diversify our markets in western Europe 
rather than concentrating exclusively in 
Japan and the USA. Several west Euro¬ 
pean countries are interested in importing 
our marine products particularly such 
landlocked countries as Switzerland, 
Hungary, Austria and Czcchoslavakia. 

Most of western Europe is dependent 
on imported crude supplies and it is only 
this year that the North Sea oil has begun 
to flow into Britain, and will start 
increasingly flowing to Norway. Even so, 
west European dependence in energy 
sources will remain very pronounced. 
Owing to pollution and other hazards, 
the progress on the nuclear front has been 
slow and halting. West Europe has largely 
tapped its hydro resources and with the 
anticipated scramble for oil supplies in the 
mid-eighties west Europe has perhaps no 
choice but to turn again increasingly to 
coal. As many of the miners in West 
Germany and even Britain have not 
shown any great enthusiasm in recent 
years to continue in these vocations, 
west Europe will have to increasingly 
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import coal. While our depo$its of metal* 
iurgical and very high grade coals are 
limited, we do have ample reserves of 
fairiy good quality coal with a low ash 
content which could be washed and blend-, 
ed. We need to develop the <port handling 
facilities in Haldia, Paradeep and other 
ports to make a start. These exports 
could become sizeable in the eighties. 

While we have been exporting tea for 
over a century and more in loose form for 
auctions in Mincing Lane, London, we 
have not made any effort to blend and 
packet it as per the buyers’ preferences or 


at making teabags and instant tea. 
Similarly, we are quite content with 
exporting cherry, arabica and robusta 
coffee in the form of beans for blending 
purposes rather than instant coffee. If we 
make investments in these areas, we can 
get better value added realisations as west 
European labour costs are far too high to 
warrant their continuing in such fields. 

There is a considerable market in west 
Europe for mango pulp and even for 
some of our processed foods. If we could 
arrange supplies of tinplate and other 
canned materials at international prices, 


instal Iit|iographie printing facilities for 
the tin rantainers and team up with the 
food chains to supply mango nectar and 
other juices, ebutneys, pickles and condi¬ 
ments as per European tastes and package 
our spices and tomati rice in attractive 
food packs conforming to the exacting 
health standards, our exports could be 
increased quite sizeably. All such measures 
backed with an aggressive sales promotion 
programme and effective distribution net¬ 
work will help us to attain the 40 per cent 
share which the west European economy 
holds in world trade. 


Incidence of corporation income tax in India 

6 . 0. Micra 


An empirical study conducted by the author who is connected with 
the department of Economics, Banaras Hindu University, indicates 
that the corporate income tax is effective in changing the distribution 
of profits and may therefore be trusted as an Instrument of tax policy 
for increasing public revenue and affecting private investment 
favourably. 


Empirical investigations have taken 
place from time to time to resolve the 
issue whether direct burden of business 
profit tax is borne by corporation in the 
short ruu^. All these attempts have cent- 
tied around the location of the incidence 
of corporation income tax by exploring 
the possibilities of ‘shifting*. 

‘Shifting’ may be considered as a pro¬ 
cess of locating the final place of rest 
of the tax burden. Incidence,* which 
is the outcome of the process, is not the 
object in itself. What is important is the 
differential effect of the fiscal action on 
economic activity. Incidence helps to 
isolate the nature of the effect of fiscal 
action. 

The burden of corporation income tax 
may be incident either on consumers and 
wage earners or on corporate profits. 
If the burden falls on consumers and 
wage earners, their real income is re¬ 
duced, which in turn lowers the effective 
demand. However, if tax burden is 
borne by corporate profits, the ultimate 
effect is on profitability and funds avail¬ 
ability. 

Reduction in the funds availability is 
inevitable even when tax burden is divi¬ 
ded in the same proportion between dis¬ 
tributed and undistributed profits, al¬ 


though the change in the distributed 
profits is more profound. Thus the 
firm’s financial policy will have to be 
revised and investment plans to be read¬ 
justed. The object of this article is to 
determine how far the gross retained 
earnings (undistributed profits plus dep¬ 
reciation) as a source of internal Ainds 
and dividends (distributed profits), which 
have bearing on external funds, are affect¬ 
ed by corporation income tax. If one 
finds that either distributed or undis¬ 
tributed profits have changed, as a result 
of imposition of tax on business earnings, 
incidence on profits is well determined. 

There exist two approaches of isolat¬ 
ing the place of incidence of business 
profit tax. The first one is classical 
partial analysis which leads to the con¬ 
clusion that in the short-run tax incidence 
is entirely on business profits. The 
basic assumption under this argument is 
the maximisation of profits, where 
neither cost nor marginal revenue 
schedules are affected by the tax. The 
possibility of shifting is completely ruled 
out irrespective of product market condi¬ 
tions. 

If the general equilibrium framework is 
adopted for the analysis of tax burden, 
the adjustment in price and output is 


possible. This adjustment is the out¬ 
come of managerial slack* which creates 
discrepancy between reported and actual 
profits. However, under fhll cost pricing 
the possibility of shifting is well accepted. 
If normal profits are treated as cost items, 
no allowance is made for normal return 
to working capital in the short run, and 
at least bonus share is reduced to wage 
earners, the shifting of the tax burden is 
evident. The migor argument under 
this approach has been that most of the 
firms follow average cost pricing with 
allowances for a ‘proper profit margin’ 
net of taxes. 

various studios 

Thus on the one hand there are studies, 
which have found complete forward shift¬ 
ing; noticeable among these are by 
Krzyzaniak and Musgrave, Spencer, 
Roskamp and Dusansky. On the other 
hand studies by Cragg, Haberger and 
Meiszkowski and Davis have concluded 
‘no shifting’. There are other studies which 
have argued for partial shifting—shift¬ 
ing between zero and 100 per cent—on 
empirical basis. The findings of Oordan, 
Turek, Kiloatrick, Goode andSlitor fit into 
the class of partial shifting. The object of 
most of these studies has been to locate 
the final place of resting (incidence) of 
the tax. None of them except Goode 
have tried to analyse further the efiimf of 
tax on isolated elements of the economic 
system. 

Existing studies with Indian data main- 
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ly (lieloog to the two polar classes—100 
per cent shifting and no shifiiog. Most 
of the studies in India have used the 
rate of return approach. G.S. Lumas 
has adopted Krzyzaniak and Musgrave 
model and has found that Indian corpo¬ 
rations lltft their more than 100 per cent 
tax buroen forward to the consumers. 
Lali has observed the backward shifting- 
reductions in wage payments due to tax 
burden. 

Following Krzyzaniak and Musgrave 
model with slight modificatians, V.G. 
Rao and K.S.H. Rao have found that 
shifting of corporation income tax is not 
possible and therefore tax burden rests on 
profits. Id the other study on the incide¬ 
nce of corporation income tax in India, 
V.P. Gandhi has found that capital bears 
the burden of the tax and consequently 
the dividend payments and earnings re¬ 
tentions are aJfected. Gandhi has tried to 
analyse the effect on the components of 
the business profits with presumption that 
too per cent shifting* is not possible. 

partial analysis 

It is evident from the existing literature 
on the subject that most of the studies 
have not been concerned with the analysis 
of complete effect of corporation income 
tax on economic activity. Goode and 
Gandhi have tried to study this aspect. 
Gandhi’s findings are far from s.itisfactory 
because (i) the period under study (1930- 
61) is too short for any general comment 
on uptodate behaviour of the corporate 
sector, and (ii) the specification is incom¬ 
plete due to the absence of the factors 
like investment requirement (fixed assets 
and inventory), funds availability, financial 
risk and working capital position. 

The model under present study has been 
formulated by adopting the adjustment 
mechanism postulated by Krzyzaniak and 
Musgrave for after-tax profitability. This 
adjustment mechanism holds in the case 
of zero and partial shifting of the tax 
burden. Corporations try to adjust* their 
desired dividend payouts and retention 
ratios by shifting a part or whole of the 
tax burden. Thus*: 

Dt - Dt = c Tt (1) 

(RED)t - (RED)i - d Tt (2) 


* 

where Dt «- 8« -|- a, (PAT)t -f a. It 
+ a,(INV)t + a. (DBTFLW)t 
+ a. (NI)t -I- a. (RlSKEN)t 
-H a, (LQDTY)t a, (AGEDTN)t-, 

+ a, Df, (3) 


(RED)t = b, + b, (PAT)t -f- b, I, -|- 
b,(lNV)t -1- b. (DBTFLW)t + b.(NI)i 
-I- b, (RISKFN)t + b, (LQDTY)t 
-i-b, (AGEDTM)t-, 

-|-b,(RED)t-. (4) 


These relations (1) to (4) may be re¬ 
duced to the two relations describing 
actual dividend and retention behaviours 
respectively. The model for final testing 
may be adopted ns : 






. / NI \ , /DBTOUT\ 

nw )t-. 

4-c ^ \ +c PPFCN\ 

^ 'VTNA/t^ ’* GFA A-. 




( 5 ) 


where 

D « Dividend payments; 

RED*=s Retained earnings plus deprecia- 
tion provision. 

PAT == Profits after taxes; 


I SB Investment in gross fixed assets; 

INV = Investment in inventories; 
DBTFLW = Debt flow (Long term and 
short term) 

NI Bs New issues (ordinary and preference 
shares). 


= Debt outstanding to net 

worth ratio indicating (debt/equity) 
- financial risk (Risk Pn) 

(CA/TNA) -s Ratio of current assets to 


total net assets indicating liquidity 
(LQDTY) position. 

(DPRCN/GFA) =r Depreciation stock as 
a ratio of gross fixed assets indicating age 
distribution (AGFDTN) 

(TAX/PBT) = Tax provision as a ratio of 
profits before tax 
k= Paid up capital; 

NW = Net worth; 
t == current period. 

The dividend equation also fallows 
Lintner's adjustment mechanism, there¬ 
fore adjustment coefficient and desired 
long run dividend payout ratio may be 
estimated from the same equation. 

source of data • 

The main source of our data arc the 
finaiicial statement of medium and large 
scale public limited companies published in 
(he Reserve Bank of India Bulletin (1957, 
1962, 1967, 1972, 197Sj. Eleven indus¬ 
tries have been chosen together with 
aggregate corporate sector. These indus¬ 
tries are sugar, tobacco, cotton textiles, 
iron and steel, chemicals, engineering, 
matches, cement, electricity generation 
and supply (EGS). trading and shipping. 
The observations relate to 24 years period 
(1950-51 to 1973-74). 

The variables used in the analysis are 
generated from balance sheet and income 
expenditure accounts. Debt outstanding 
includes short-term and long-term debt 
whose first difference is debt flow. The 
gross internal funds (RED) are taken in 
place of returned earnings to sho\y the 
internal funds availability. The negative 
effect of tax variable on RED implies the 
usual effect on retained earnings, whereas 
positive effect is also meaningful due to 
dominance of depreciation funds which 
enjoy lax advantage. (DBTOUT/NW) 
represents the capital structure and there¬ 
fore is a measure of financial risk. Ratio 
of current assets to total net assets repre¬ 
sents the liquidity position of the period 
which is likely to be a significant determi¬ 
nant of payout and retention policies. 
The negative effect is expected on internal 
funds position. Since the replacement of 
fixed assets depends upon gross internal 
funds, the age distribution happens to be 
a determinant of internal funds require¬ 
ment.’ 

The variables have been deflated^by 
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Table I* 

Divitoii ^mtioB: Depeodeit Variable (D/k) 


Variables 

Corporate sector 

Sugar 

Tobacco 

Cotton textiles 

Iron and steel 

Chemicals 

Constant 

0-200 

0-152 

0-003 

0.039 

0.012 

0.07 

(PAT/k) 

0.186 

0.148 

0-473 

— 

— 

0-167 


(2-834) 

(5.423) 

(5,874) 



(3-197) 

(D/kH 

0-252 

0.359 

0-468 

0.678 

0.847 

0.423 

(1.481) 

(3-155) 

(2.646) 

(7-584) 

(9.317) 

(3.220) 

(l/k) 

—0.042 

— 

0.052 

0.034 

-0-023 

0.019 

(—2.212) 


(1.106) 

(3.490) 

(-2.191) 

(1.030) 

(INV/k) 

0-026 

— 

— 

— 

-0-067 

— 


.(1.164) 




(-1.757) 


(DBTFLW/NW) 

— 

—0.008 

—0.078 

-0-054 

— 

--0.051 



(—1.748) 

(—1.818) 

(-3.458) 


(-1-848) 

(NI/NW) 

0.715 

— 

— 

— 

0.079 



(3.376) 




(1-705) 


(DBTOUT/NW)-, 

— 

--0.009 

—0.054 

— 

— 

— 



(—2.853) 

(-3.778) 




(CA/TNA) 

—0.005 

— 

— 

— 

— 

— 


(-5.134) 






(DPRCN/OFA)-, 

0-344 

—0.160 

— 

— 

—0.018 

-0-126 


(3.822) 

(—3.426) 



(--4.041) 

(-2.336) 

(TAX/PBT) 

—0.070 

—0.0003 

— 

—0.0002 

— 

— 


(—1.990) 

(—1-680) 


(—3.047) 



R*. R-» 

0-96.0.93 

0.91.0.87 

0.89,0.85 

0.88,0.85 

0-93,0.90 

0-96,0.94 

DW 

2-13 

1.75 

2.17 

2-17 

2.74 

2-06 

Variables 

Engineering 

Matches 

Cement 

EOS 

Trading 

Shipping 

Constant 

0.047 

0.097 

0. Ill 

0.086 

0.067 

0.029 

(PAT/k) 

0-252 

0-185 

— 

0.164 

0.220 

0-154 


(3.171) 

(3-057) 


(1.547) 

(6-505) 

(5-554) 

1 

J 

0.417 

0.462 

— 

— 

0.285 

_ 


(3.019) 

(3-890) 



(2.516) 

— 

(I/k) 

— 

— 

—0-044 

— 

— 

_ 




(-2-605) 




(INV/k) 

— 

— 

— 

--0.188 

— 

— 





(—1-531) 



(DBTFLW/NW) 

.-0.033 

— 

0.040 

— 

-0-009 

— 


(—1.644) 


(1-773) 


(-1.425) 


(NI/NW) 

0-138 

— 

— 

— 

—0.077 

—0.685 


(1.341) 




(-1-125) 

(—2.700) 

(DBTOUT/NW)-, 

— 

— 

— 

0 030 

—0.033 

— 





(1.996) 

(-4-723) 


(CA/TNA) 

— 

— 

—0.002 

—0.002 

— 

0.0008 




(-2-629) 

(—2.639) 


(1.033) 

(DPRCN/OFA)-, 

— 

—0.112 

0.188 

— 

0.144 




(—1.945) 

(4-636) 


(«.591) 


(TAX/PBT) 

—0..0007 

— 

—0-0003 

— 

— 

—0-0004 


(-1-443) 


(-1.435) 



(—1-356) 

R». R-* 

0.88.0.86 

0.82,0.79 

0.69,0-57 

0-76,0-69 

0-96,0-94 

0.90,0.88 

DW 

1-84 

2-24 

2-39 

1.69 

2.32 

2.09 


*The figures in parentheses are t-vaiues. 
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TABun* 


IMCTMI FradsE^utlM: Depuiiit Vtrfdbic (SED/NW) 


Variables 

Corporate sector 

Sugar 

Tobacco 

Cotton textiles 

Iron and steel 

Chemicals 

Constant 

0.019 

—0.03 

0-046 

0.037 

0.011 

-0.293 

(PAT/fc) 

0.348 

0.323 

0-161 

0.252 

0.155 

— 

(RED/KW)-, 

(3.696) 

(4.434) 

(2-793) 

(4.548) 

(2-820) 



— 

-- 

— 

0.233 

0.190 






(1.407) 

(2-120) 

m 

-0.049 

0.155 

0.180 

0.274 

—0.063 

0.222 


(-1.135) 

(4.757) 

(4.934) 

• (9-719) 

(-2-471) 

(8.916) 

(INV/k) 

0-200 

— 


0 054 

—0-091 

-0.127 


(3.160) 


‘ 

(1-204 

(_1.718) 

(—2.566) 

(DBTFLW.NW) 

-0.088 

— 

--0-043 

-0119 

0.139 

— 


(2-340) 


(—1 -449) 

(—2-234) 

(2-635) 


(Ni/NW) 

—0.287 

-0-804 

—0.337 

—0-382 

—0-275 

—0.601 


(_1.044) 

( -1-343) 

(-1.296) 

(—1-034) 

(-1.813) 

(-3-653) 

(DBTOUT-NW)-, 

0-042 

0.032 

0-027 

0.042 

0.103 

0.122 


(5.645) 

(3-449 

(2.682) 

(5-738) 

(4.288) 

(4-227) 

(CA/TNA) 



— 

—0.006 

— 

0.005 





(—2.725) 


(2.363) 

(DPRCN/OFA)-, 

— 

— 

— 

—0.817 

— 

— 





(-2.156) 



(TAX PBT) 

— 

— 

—0.0007 

—0.005 

— 



— 

— 

(—2.090) 

(—2-485) 



R, R_2 

0-95,0.93 

0.76,0-70? 

0.91,0-87 

0.98,0-97 

0.87,0.80 

0.96,0.95 

DW 

2-53 

2 53 

2.83 

1.97 

1.70 

1.58 

Variables 

Engineering 

Matches 

Cement 

EGS 

Trading 

Shipping 

Constant 

—0.012 

-0-190 

0.061 

0.032 

—0-316 

0.031 

(PAT/k) 

0.220 

0.390 

0.656 

0.315 

0.476 

0.321 


(2.816) 

(8.739) 

(6.490 

(4.900) 

(13.012) 

(1.987) 

(RED/NW)-. 

— 

— 

— 

— 

-0.195 

—0.225 






(-3.656) 

—1.331 

(f/k) 

0.049 

— 

— 

0-184 

0.216 

0-164 


(1.507) 



(5.095) 

(6.202) 

(3.708) 

(lNV,k) 

— 

0.050 

0.065 

0.278 

— 

— 



(1.486) 

(1.357) 

(1.764) 



(DBTFLW/NW) 

0.062 

— 

0 059 

-0.127 

-0.028 

—0.293 


(1.841) 


(1.284) 

(-2-344) 

(—2.920) 

(—2.427) 

(Nl/NW) 

—0.490 

220.181 

-0.339 

-0.136 

— 

—1.547 


(-3-476) 

(56.088) 

’ (-3.913) 

(-1.957) 


(—1.378) 

(DBTOUT/NW)-, 

' 0.038 

0.118 

0.071 

— 

0.007 

— 


(4-541) 

(2.914) 

(1-357) 


(2.462) 


(CA/TNA) 

— 

—0.0008 


0.004 

0.004 

— 



(—1.868) 


(1.812) 

(4.581) 


(DPRCN/GFA)-i 

0.231 

0.318 

—0.343 

-0.363 

—0.010 

— 

(TAX/PBT) 

(2.403) 

. (4.281) 

(—3.184) 

(-1.245) 

(—1.633) 


-0.001 

— 

0.001 

—0-0004 

— 

0.002 

R»,R-* 

(-1.784) 


(1-871) 

(-1.383) 


XI.255) 

0.93,0.89 

0.99,0.99 

0.91,0.86 

0.91,0-86 

0.97,0.95 

0.78,0.67 

DW 

2.34 

1.38 

1.62 

2-52 

2.21 

2.34 


^The figures in parentheses are t-values> 
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paid up capital and net worth in order to 
correct for the changes in sample size 
over every five years. The profits, divi¬ 
dend and investment variables are deflate 
ed by paid up capital whereas financial 
variables—internal funds and external 
funds—are deflated by net worth. 

The method of estimation used is 
ordinary Least Squares procedure. Step¬ 
wise option has been adopted to choose 
correct specification. Finally those vari¬ 
ables appear in the equation whose 
t-value exceeds unity. Summary statistics 
R* R-* and Durbin Watson have been 
employed to decide about the appropriate 
form of equation.* 

other terms 

In addition to the terms which give 
Lintners pure adjustment expression, 
other terms which appear in the dividend 
equation for corporate sector are Tax, 
Liquidity, NI, Inventory Investment, 
Investment in Fixed Assets and Age 
Distribution. Tax variable has its usual 
negative effect on dividend disbursements 
and therefore there appears a downward 
revision in long-run payout ratio.^® The 
other terms indicate the favourable effect 
of dividend payments on equity market 
on which inventory financing has depen- 
ded largely. Internal finance equation does 
not show any effect of the tax rate. The 
equation is quite appropriate for inter- 
pretation as implied by summary statis¬ 
tics (eee Tables I and 11). 

Out of eleven industries chosen, the 
distributed profits have been adversely 
affected by tax for five industries namely 
sugar, cotton textiles, engineering, cement 
and shipping. Though tea variable result¬ 
ed in reduction of dividend payments, the 
equity market is favourably affected by 
new payout for engineering industry. 
Whereas for shipping industry new payout 
ratio has created favourable effect on 
equity market. 

Taxation of corporate profits has 
reduced internal funds for tobacco, cotton 
textiles, engineering and EGS industries. 
Internal fUnds availability position seems 
to be improved for shipping and cement 
industries due to tax advantage of depre¬ 
ciation provision (a large component of 
internal funds), the main feature of 


internal ftmds equation ia the appearance 
of PAT, Risk financial. Investment in 
fixed aaeets, Debtflow and New issues 
variables. The presence of these com¬ 
ponents has indicated the requirement^^ of 
internal funds, together with debt and 
equity capital, for financing of investment 
in fixed assets. 

Both components of profits are affected 
by tax rate for cotton textiles, engineer¬ 
ing, cement and shipping industries. 
Since the firms under cement and ship¬ 
ping industries have tried to improve 
their internal funds position, there have 
been substantial adverse effects upon 
dividend disbursements. The components 
of profit remain unaffected by corporate 
profit tax for iron and steel, chemicals, 
matches and trading industries. Taxation 
has influenced only internal funds posi¬ 
tion for tobacco and EOS, whereas only 
dividend policies have followed revision 
in sugar industry. 

Whenever a tax is either partially shift- 
ed or not shifted, the effective incidence 
becomes more meaningful. Therefore, 
there exists a possibility of minimisation 
of Mndex of frustration’** resulting from 
the substantial deviation of corporation 
income tax from a direct source of public 
revenue. The results of the aggregate 
coiporate sector and most of industries 
under study have strengthened the belief 
that corporate income-tax is effective in 
changing the distribution of profits 
(capital structure). Therefore, corporate 
income taxation may be trusted as an 
instrument of tax policy for increasing 
public revenue and affecting private 
investment favourably. 

References 

1. If any adjustment can be made in price 
and wages, it would be through rapid effects 
which are essentially short-run in nature. The 
short run analysis has been found more appro¬ 
priate under various studies of shifting and 
incidence because of its concern with immediate 
effect of tax on economic activity. Ref. 
Krzyzaniak and Musgravc (5). 

2. Although the concept of incidence has 
been found ambiguous and indeterminate In the 
literature, the effective incidence is still important 
due to its indication of the nature of the effect. 
Ref. Bhargava (1). 

3. Business slack is included in the objective 
function of the firms because economic units try 
to protect their self-interests. Ref. Cauley de 
Sandler (2). 

4. The use of profits after tax in place of 


profits before tax iodicalet the prerampekm 
regarding ^tbe burden of Mpomkm tax oa 
business profits. The indusiou of othef equations 
•r^vidend and retained fluids—tuppmrts the 
fact. 

5. Whenever tax bqrden falls on corporate 
profits, the payout and retention ratio are to be 
adjusted berause dividends and retained eamlngi 
are the components of profit. 

6. D*t and (RED)*t are dssired dividend 
and retentions in the absence of taxes. 

7. Since retained earnings and dividends are 
byproducts of each other, the explanatory vari¬ 
ables in one equation may be included in the 
other one also. 

8. Ref. V.K. Sastry (13). Since dividends are 
declared as a proportion of paid up capital and 
internal funds give rise to reserves on liability 
part of balance sheet account, therefore dividends 
are deflated by paid-up capital and RED by net 
worth. Because of this choice other variables 
have been deflated by suitable index. 

9. Ref. Rao and Miller (11). 

10. Long run payout ratio has declined from 
39 per cent to 25 per cent. The dividend equation 
has given a payout ratio (Dividend/profits after 
tax) of 25 per cent, whereas In the study using 
data for 1950-51 to 1970-71 this ratio was found 
to be 39 per cent. Ref. G.D. Misra (9). 

11. Rer O.D. Misra (9). 

12. Ref. R. Musgrave (10, pp. 231). 
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POINT OF VIEW 


Management by objectives 

In lift ktynoto addrats to tho fourth somlnar on Modorn Managomont 
Concopts airanoad by tho National Productivity Council in Now 
Delhi, Mr. 9.C. Bavoja, Addl. Secretary and Director General of the 
Bureau of Poblie enterprioeoi hao dilated on management by 
ebjocilveo, corporate plana and the management Information oyatom 
In tho public ooctor. Hero la the text of the kaynota addraaa. 


The puiLTC sector in India has come to 
occupy a vital role in the emerging 
pattern of its planned development. The 
following growth rates are sulBcient to 
highlight the importance of the public 
sector in the national economy:— 

(i) The public sector investment has 
grown from 46 per cent of the total 
investment in the first Plan (1951-56) to 
58 per cent in the fifth Plan (1974-79). 

(ii) The share of the public sector in 
total employment in the organised sector 
has increased from 56 per cent in Decem¬ 
ber 1961 to 67 per cent in December 
1976. Out of 20.4 million persons employ¬ 
ed in the organised sector in December 
1976, 13.6 million were employed in the 
public sector. 

(iii) The share of public sector in the 
net domestic product has increased from 
around 11 per cent in 1960-61 to 19 per 
cent in 1976-77. 

growing importanca 

Although the above data are sufficient 
to confirm the growing importance of 
public sector in our national economy, it 
must be realised that the state has its own 
limitations and cannot undertake all the 
activities; nor is it desirable in the socio¬ 
economic conditions existing in India. 
Agriculture in this country, which provi¬ 
des the wherewithal for 70 per cent of 
the people directly or indirectly, is in 
private hands. Although the share of the 
public sector in providing employment 
in the'organised sector Is about two-thirds, 
the organised sector itself accounts for 
only about 10 per cent of the total employ¬ 
ment. The unorganised sector account¬ 
ing for the remaining 90 per cent of the 
anployment is entirely in die private sec¬ 
tor. Similarly, while tte share of the 
public sector in the net domestic product 
haa increased as mmuioned above, 81 per 


cent of the net domestic product is still 
contributed by the private sector. Our eco¬ 
nomic and industrial policy should, there- 
fore, assist, wherever feasible, to enlarge 
private activity for the common goal. 

induatrlal policy 

The mixed nature of our economy has 
been confirmed in the Industrial Policy 
Statement made by the minister of 
Industry in parliament on December 23, 
1977. The statement also sets at rest ail 
doubts and reservations regarding the role 
of the public sector. After recognising that 
the public sector in India has come of age, 
the statement clearly stipulates that there 
will be an expanding role for the public 
sector in several fields. The four areas of 
operation of the public sector, which have 
b^n particularly highlighted, are: 

(a) Public sector will be the producer 
of important and strategic goods of basic 
nature. 

(b) Public sector will provide a counter¬ 
vailing power to the growth of large 
houses and large enterprises in the private 
sector. 

(c) The public sector will be used effec¬ 
tively as a stabilishing force for maintain¬ 
ing'essential supplies and consequently 
help in stabilising prices for the consumer. 

(d) The public sector will be charged 
with the responsibility of encouraging the 
development of a wide range of ancillary 
industries and contribute to the growth 
of decentralised production by making 
available its expertise in technology and 
management to small scale and cottage 
industry sectors. 

Public sector referred to above is a 
wider term and includes central govern¬ 
ment, state governments, public sector 
enterprises, quasi-govemment institutions 
like universities and local bodies. Talking 
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of public sector enterprises alone, their 
role has increased considerably during 
last 25 years. In April 1951, when plan¬ 
ning process was started in India, apart 
from departmental commercial undertak¬ 
ings like railways and posts and tele¬ 
graphs, there were only five central 
government enterprises with a total invest¬ 
ment of Rs 29 crores. This number has 
shot up to more than 150 enterprises 
with a total investment of over Rs 11,000 
crores as in April, 1977. Besides, there are 
more than 500 enterprises owned and con¬ 
trolled by the state governments. 

This merely represents the quantitative 
magnitude of development and growth 
of public sector enterprises. What is more 
important is their spread, industry-wise 
region-wise, in sophistication of techno- 
logics, in size of employment etc. In 
terms of activities, public enterprises 
range from those producing basic mate¬ 
rials and capital goods like steel, minerals 
and metals, petroleum, chemicals and 
pharmaceuticals, heavy engineering, 
medium and light engineering and trans¬ 
portation equipment, to consumer goods 
and agro-based enterprises. Besides these, 
we have a number of service enterprises 
engaged in trading, marketing, transpor¬ 
tation, contracting, construction and con¬ 
sultancy activities. There are also financial 
institutions and the insurance group of 
enterprises. 

complex management 

With this wide range and scope of pub¬ 
lic enterprises, their management becomes 
a highly complex matter. In such a situa¬ 
tion considerable attention has to be paid 
to various modern concepts of manage¬ 
ment. For limitation of time, I will try tc 
highlight only a few important concept: 
viz, management by objectives, corporatt 
planning and management informatior 
system, with particular reference to theii 
applicability in public enterprises. 

Management by objectives is a concept 
which has bear in vogue in management 
development for some years. "Manage 
ment by Objectives” has been developer 
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with a view to helping all managers to 
improve their performance. A total MBO 
plan should take into account: (i) Piepa* 
ration of key results analysis; (ii) Prepara¬ 
tion of company objectives; and (iii) 
Organisational planning. Key results 
analysis proves whether the objectives are 
clear, whether there are gaps and whether 
the thinking is broad enough. Company 
objectives must take into consideration 
internal constraints and possibilities as 
well as external factors. Organisational 
planning seeks to review the organisa¬ 
tional structure with the help of the ques¬ 
tions like: 

(a) Does the organisation provide for 
proper use of human resources? 

(b) Is there an effective division of 
work to be done? 

(c) Are responsibilities and objectives 
really understood? 

(d) Is there a sound line of command? 

(e) Is there provision for control and 
accountability? 

(f) Is the structure working is good 
spirit? etc. 

organisational goal 

In an MBO plan, it is also necessary to 
have a proper dovetailing of the long 
range plan with the annual Plan. Better 
individual performance can be futile un¬ 
less it is directed towards vital organisa¬ 
tional goals. The Bureau of Public Enter¬ 
prises had advised the various public 
enterprises as early as in 1970'to introduce 
MBO approach gradually. As already 
mentioned, management by objectives is 
a process which attempts to clearly demar¬ 
cate areas of responsibility within an 
organisation and define the role, func¬ 
tions and job description of different 
levels and positions in the hierarchy. 
This exercise of clearly defining indivi¬ 
dual responsibility helps to hold each 
one answerable for his contribution to the 
achievement of the corporate objectives. 
Management by otyectives becomes 
necessary as an organisation grows and 
more than one group, division or similar 
organisation have to coordinate their 
work. Identification of responsibility with 
the objectives requires delegation of 
powers commensurate with the assign¬ 
ment of responsibilities. The organisa¬ 
tional structure and style of management 


have neeessarily to be responsive to this 
type of managerial industrial relationship. 

The concept of management by olgec- 
tives cannot co-exist with an authoritarian 
organisation. In an authority-oriented 
management, responsibility is concentrat¬ 
ed and the source of inspiration for plan¬ 
ning and setting of objectives is centralised 
at the top. The test of the organisation 
have only executive functions of an opera¬ 
tional nature. 

rigid syttMi 

Such a system is too mechanistic 
and rigid and cannot cope with changes. 
Where change is the order of the day 
the highly centralised management 
cannot cope with rapid changes, 
however sophisticated communication 
system it may evolve. The main reason 
for this is that the operational levels are 
not associated with the formulation of 
plans and objectives and hence they are 
not motivated by commitment. In this 
regard, public enterprises can take a lead 
in evolving a new culture where manage¬ 
ments and workers have a close relation¬ 
ship of jointly performing a national task 
rather than one of conflicting interests. 
This calls for a change not only in the 
attitude of the entire organisation but in 
the attitude of individuals as well. 

Corporate planning, as an effective 
management approach, is of recent origin 
in public sector undertakings. The need 
for it has arisen because of the com¬ 
plexity of operations and inter-linkages 
that have thrown up proUems of coordinat¬ 
ed development essential for the system 
as a whole to function smoothly. In the 
earlier years, there was a heavy bias 
towards financial projections and budget¬ 
ing. Planning was little mote than extend¬ 
ed budgetary exercise. Compulsions of 
changes in environment have indicated that 
it is necessary to undertake long-term 
planning at the enterprise level and that 
objectives and action programmes have to 
be developed to cover the long-term hori¬ 
zon. This is particularly relevant for public 
sector, since majority of public sector 
enterprises function in capital intensive 
and long gestation industries. 

Corporate plans have the great advant¬ 
age of copjpmtising the concept of 


aecounOdnii^ in the puUic sector. It is 
against the quantified targets in the cor¬ 
porate plana of individual enterprises that 
their actual perfiKmance can be assessed. 
Such ^ans, whether they are highly, 
sophistioited or simple, are nepessary to 
bring a certain amount of clarity in the 
minds of managers regarding what they 
are expected to do. The government too 
has in this process, a yardstick by which 
to measure the actovements of the enter¬ 
prises. The legislature and the people also 
have a cleat idea of the use to which the 
vast resources that are placed in the hands 
of public enterprises ate put to. They can 
then make a proper and valid assessment 
of the contribution that the public enter¬ 
prises are making towards national pro¬ 
gress. 

The role of Bureau of Public Enterprises 
has been one of a catalytic agent to 
ensure that managements in the public 
sector are conscious of the need to under¬ 
take systematic planning since public 
enterprises, operating in capital intensive 
and high-technology areas, cannot afford 
to risk errors from ad hoc approaches. 

corporate plana 

The managements of public enterprises 
have been exhorted from time to time by 
the government to draw up corporate 
plans, depending on the nature of their 
operations for periods extending from five 
to 10 years in order to achieve better 
integration among the public enterprises 
themselves and also with the national 
plans. A survey has been conducted 
recently by the Bureau of Public Enter¬ 
prises with a view to assessing the status 
of corporate planningfunctions in various 
public sector enterprises. A questionnaire 
designed to obtain detailed information 
was issued to 170 central government 
public enterprises. The survey has shown 
that out of 95 companies which respemd- 
ed, 35 companies have prepared corporate 
plans and have set up corporate planning 
cells while the remaining have not so far 
introduced the concept of corporate 
planning. Thus about one-third of the 
enterprises have prepared coiporate plans. 
The plans prepared by all the enterprises 
are, however, not up to the-mark. While 
some of the plans like those of the Bharat 
Heavy Electricals have been properly 
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wolfked out, some other plans are merely 
an apology for corporate planning. A 
number of the plans do not even cover 
the manpower developinent and organi¬ 
sational development projections. This 
shows that although there is a growing 
awareness of corporate planning among 
the managers in the public sector, still a 
jot of effort is needed to make this con¬ 
cept widespread. 

As regards the structure of the plans 
that have been drawn up by the public 
enterprises, the important parameters 
covered by the corporate plans are the 
planning horizon, the targets to be set, 
including financial planning, marketing, 
research and development, manpower 
planning and organisational planning. 
The planning horizon adopted by 19 of 
the responding companies is five years. 
The rest have a planning term ranging 
from three years as in the case of State 
Trading Corporation to 10 years as in the 
case of Coal India and 20 years as in the 
case of steel. In most companies, which 
have five years* planning horizon, the 
period more or less coincides with the 
five-year Plan period. 

Corporate planning is not a once-for- 
all exercise. It is not merely necessary to 
prepare corporate plans but also it is 
equally important to review and up-date 
these regularly, normally every year, 
taking into account any new develop¬ 
ments which have taken place during the 
course of the year. Even at national 
level. The concept of Rolling Plan has 
been adopted, in order to make the plans 
more realistic. 

important feature 

One important feature which distin¬ 
guishes corporate plans in public sector 
from those in the private sector is tliat the 
management of public sector enteiprises 
cannot operate merely on the principle of 
maximisation of profit or the rate of 
return as in the case! of private enterprises. 
Public enterprises nave to subserve the 
national objectives as laid down by the 
government. Their corporate plans have, 
therefore, to take note of the changing 
needs of the country and the govern¬ 
ments policies. For instance, while draw¬ 


ing up their future corporate plans, 
managements will have to take into 
account government’s current policy 
which lays stress on the development of 
agriculture and small-scale industries 
with a view to improving the total employ¬ 
ment potential of the economy. They 
will have also to take into account the 
stipulation contained in the Industrial 
Policy Statement made recently by the 
minister of Industry in parliament 
that it will be the endeavour of govern¬ 
ment to operate public sector enterprises 
on profitable and efficient lines in order 
to ensure that investment in these in¬ 
dustries pays an adequate return to 
society. 

social objectives 

Let me explain the social objectives or 
in other words the social responsibility 
of public enterprises in more explicit 
terms. We have put an impressive edifice 
of industrial structure in this country and 
many of our big industrial units have 
capamlities to compete in the inter¬ 
national markets. They have grown on 
the western pattern of techno-economic 
structure. This development has now 
been questioned as to its relevance 
to our conditions. Our vast rural 
population with its poor purchas¬ 
ing power, large unemployment and a 
vast potential of unexploited resources 
in the agricultural sector point to the need 
for readjustment of our developmental 
strategy. 

It is advocated that economic mana¬ 
gement should lay stress on develop¬ 
ment of small industries and those which 
are rural and agro-based. What we 
have built up in the past 25 years is no 
mean achievement. We do need the large 
scale industries to sustain our growth 
and economic development. But we 
must also realise at the same time that 
this is not the whole answer since our 
own experience shows that the backlog of 
unemployment has been increasing and 
per capita income is depressed due to low 
rate of production vis-a-vis population 
growth. The situation clearly demands 
acceleration of a system of production 
which is decentralised and spread through¬ 
out the country rather than concentrated 


on the principle of economic and fijiao< 
cial viability based on large scale indus¬ 
trial production. To achieve this decen¬ 
tralised growth, the management of large 
‘industrial establishments particularly 
public enterprises have a significant role 
to play. This is a national and social 
responsibility which they have to recog¬ 
nise in our present day context. 

It may be difficult to re-orient the 
attitude to production processes accusto- 
nied as we arc and inspired by what has 
been achieved in developed countries. But 
our managers have to accept this challenge 
of adapting the industrial and other insti¬ 
tutional structures to the new policies of 
decentralised production. Industries can 
help to generate intermediate products, 
to provide the basic raw material for 
small scale industries to fuithcr process 
them into consumer goods. Some indus¬ 
tries can buy from the small and rural 
sectors semi-processed material needed for 
their sophisticated production. 1 am sure, 
if our managers accept the concept of 
social responsibility of the enterprises 
in today’s context they will find that there 
are a large number of ways in which 
they can re-shape their activities for the 
benefit of the society. 

management Information 

Another important aspect of manage¬ 
ment relates to designing of a manage¬ 
ment information system relevant to the 
various levels of management both in the 
enterprises and in the government. I 
have already referred to the need for 
corporate planning in public enterprises 
but this cannot be achieved without a 
strong base of information. It has been 
our experience that this aspect of manage¬ 
ment had been neglected in the earlier 
years. The government and also the 
boards were receiving far too many dis¬ 
aggregated reports and returns which had 
no organic relationship with each other 
and in their totality did not assist in a 
proper appraisal of the performance of 
the units. 

• 

The Bureau of Public Enterprises, 
therefore, analysed the needs of top 
managements for relevant information for 
monitoring and control purposes. On 
the recommendations of a working 
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group, which went into this question, the 
public enterprises have been advised to 
adopt standard reporting practices based 
on a model of reports and formats, deve¬ 
loped for the purpose. These have 
helped the undertakings and the minis¬ 
tries to generate useful information not 
only for performance appraisals, but also 
for observing the trends in perfor¬ 
mance. 

1 must, however, mention that it would 
wrong to think that a uniform system 
of reporting and information can be 
adopted by all the enterprises. The size, 
the kind of operations, and the objects 
with which the enterprises have been set 
up vary widely. The primary purpose of 
an information system is to serve as a 
control, appraisal and directing mecha¬ 
nism. It is, therefore, obvious that the 
information system should be appropriate 
to the needs of each enterprise. 

constant review 

Moreover, an information system is 
only useful to the extent that it is cons¬ 
tantly kept under review. For this 
purpose it would be advisable to institute 
a management information services cell 
or where the size of the enterprise is 
small, the work can be entrusted to only 
one officer. The main task of this cell or 
officer would be to be ensure that the exist¬ 
ing system functions usefully and achieves 
the purpose for which it has been insti¬ 
tuted. 

1 have briefly mentioned here the present 
status of the management by objectives, 
corporate plans and the management 
information system in the public sector, 
in order to provide some background. 
It is hoped that there will be greater 
awareness of the need for these manage¬ 
ment concepts and that as a result every 
enterprise will endeavour to adopt the 
various concepts as integral parts of its 
management functions. 
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Canadian development 

assistance to India 


Can^dfin asslstanca to India la based on the historical belief of the two 
peoples that the Commonwealth of Nations would be a posItNe force 
for International peace and draw together those countries of diverse 
cultures which shared British colonial history. Since the Inception 
of Colombo Plan, Canada has provided more bilateral aid to India than 
other country except Britain and the USA, amounting to 
approximately six per cent of total development aid- 


With India’s achievement of indepen¬ 
dence, the new Indian government began 
to design a policy for national economic 
and social development. By 1951 agree¬ 
ment was reached with several countries 
to establish a programme of international 
economic cooperation to help implement 
that policy. The Colombo Plan was thus 
launched with India and Canada among 
the founding members. Under the 
Colombo Plan Canada and other countries 
agreed to provide technical advice and 
funds to help India organise and carry 
out projects designed to expand the 


in the new and free Commonwealth asso¬ 
ciation. Such cooperation was also seen 
as a means of developing the economies of 
newly independent countries which was 
one of their vital new goals. 

Canadians were prepared to support the 
government’s initiative in extending econo¬ 
mic cooperation to other countries for 
humanitarian and practical reasons. It 
was acknowledged that the level of 
affluence enjoyed in north America could 
be sustained only if the world at large 
were able to prosper. At the same time, 
as a nation increasingly dependent on 


in a manner which will be mutually bene¬ 
ficial. 

The means chosen to achieve these 
objectives changed as India’s capabilities 
advanced. In the early years, Canadian 
technical assistance provided Canadian 
experts and advisers to India and research 
facilities and training in Canada for Indian 
technicians and students. Canadian and 
Indian private voluntary agencies were 
flnancially assisted by Canada in carrying 
out their programmes in India. Large* 
scale projects were undertaken involving 
Canadian expertise, material and equip¬ 
ment for construction of new facilities in 
India such as communications systems and 
electrical generating plants. Canadian 
experience was most useful in transport, 
mining, agriculture and irrigation. Indus¬ 
trial commodities were provided as balance 
of payments support including minerals, 
synthetic rubber, fertilizer, newsprint and 
asbestos. 


WINDOW 
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economy and improve the living standards 
of the growing population. 

Canada’s interest in cooperation with 
India came partially from the personal 
association between prime minister 
Jawaharlal Nehru and the prime minister 
of Canada, Louis St. Laurent, who shared 
the hope that the new Commonwealth of 
Nations would be a positive force for 
international peace and draw together 
those countries of diverse cultures which 
had shared a British colonial history. It 
was recognised by Canadians that India, 
because of its size and importance to end¬ 
ing the colonial era, would play a key role 


world, trade for its income, Canada was 
anxious to expand the range of its trade 
partners. In the ensuing years, as Canadian 
development experience grew, India’s 
economic and developmental objectives 
were articulated more clearly and became 
increasingly important in the formulation 
of Canadian aid policy. 

The stated objectives of Canadian 
assistance to India are to aid its 
economic and social development in 
accordance with Indian priorities and 
Canadian abilities and to lay the 
basis for continuing economic and com¬ 
mercial relations between the two countries 


low cost financing 

Lines of credit provided low cost 
financing so that India could buy 
Canadian equipment, materials and 
services including electrical generating 
equipment, transmission line equipment, 
railway locomotives and the services of 
technical consultants. The largest contri¬ 
bution was for food aid including wheat, 
edible oils and milk powder to help fill the 
gap between Indian domestic production 
and consumption in bad crop years. 

Since the inception of the Colombo 
Plan, Canada has provided more bilateral 
aid to India than any country other than 
Britain and the USA amounting to 
approximately six per cent of total deve¬ 
lopment aid received from all sources. 
Although over the years many countries 
have joined in providing economic assis¬ 
tance to India, even within the last six 
years, Canada has remained the fourth 
largest source of aid to India in terms of 
net aid flows, that is, when allowing for 
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India's payments of interest and principal 
on loans. Roughly a quarter of all 
Canada's bilateral aid has been allocated 
to India and it remains today, one of the 
major recipients of Canadian aid in terms 
of its share of total bilateral and multi* 
lateral aid provided by Canada each year. 
Moreover, Canadian aid has been provided 
under terms which are among the most 
concessional oiTered by donor countries. 

soft loans 

During the period 1951 to the end of 
March 1977 Canada provided a total of 
almost $1.5 billion in bilateral develop, 
mcnt assistance to India. Nearly two- 
thirds of this amount or $900 million was 
provided as grant assistance. The remain¬ 
ing one-third or $600 million was provided 
in the form of development loans. In the 
early years interest on these loans varied 
from three to six per cent and repayment 
was required within 25 years. For the 
past decade Canadian development assis¬ 
tance loans have been interest-free with 
repayments to begin 10 years after the 
initial loan and completed within 50 
years. In theory these ''soft loans” are 
for projects which will generate sufficient 
revenue to pay off the loans within fifty 
years and cover equipment replacement 
costs without imposing difficult debt 
servicing obligations on the government 
of India. 

In addition to this bilateral or direct 
aid to India. Canada has been a regular 
contributor to the World Bunk and its 
International Development Agency, the 
United Nations Development Programme 
and other UN funds providing assistance 
to India. 

During the early years, Canadian bilate¬ 
ral aid to India was provided on condi¬ 
tion that equipment, goods and services 
would be bought from Canada. Indeed, 
Canadian taxpayers and busmessmen 
supported the governments programme 
to direct Canadian resources to the deve¬ 
loping countries at least partially because 
the funds were used to buy Canadian 
goods and services and much of this 
support continues to rest upon the same 
base. 

However, there has been growing inter¬ 
national recognition that developing 
countries need flexible finandng and that 
*'tied aid" may add to the cost of projects 


without generating higher economic 
retuma. Moreover, where assistance is 
*‘tied" the limited foreign exchange com¬ 
ponent of projects in high priority sectors 
such as agriculture and rural development 
may preclude substantial involvement in 
these sectors. Accordingly, the govern¬ 
ment of Canada decided, in 1970, to 
introduce unilaterally provisions under 
which the costs of shipping of all goods 
provided under the development assistance 
programme and up to 20 per cent of total 
bilateral allocations would be made avail¬ 
able on a completely untied basis. The 
allocation of these untied funds for local 
cost expenditures or for purchases else¬ 
where than in Canada depends upon the 
priority assigned to individual projects, 
and on occasions Canada provides, within 
this overall authority, untied funds in 
excess of 20 per cent of the total cost of a 
project. 

Canada has also over the years respond¬ 
ed to the international awareness that the 
unprecedented needs of the developing 
countries requires a steadily increasing 
flow of resources on a concessional basis. 
In 1970, the government of Canada 
announced its intention to increase the 
amount of funds allocated to international 
development assistance over the coming 
years and in 1975, reaffirmed Canada's 
determination to achieve the official 
United Nations’ target of 0.7 per cent of 


GNP^ (The famous one per cent target 
of UNCTAD refers to combined ofllicial 
development asisstanoe and private capital 
flows and has been exceeded by Canada). 
Among the industrialised countries that 
provide funds for international develop¬ 
ment cooperation, Canada provides the 
fifth largest flow of official development 
assistance. This amounted to $963 million 
in 1976-77 and for the current year, 
Canada has authorised an aid programme 
of $1.1 billion. 

Of this, over half is channelled throUgh 
bilateral (country-to-couolry) progrqpmes, 
with Asia the major region of concentra¬ 
tion. Approximately 40 per cent was 
given through multilateral agencies last 
year, where once again Asia is estimated 
to receive the major portion of total Binds 
allocated by these agencies. The balance 
of Canada's overseas development funds 
were devoted to special programmes. Of 
these, the International Development 
Research Centre, based in Ottawa but with 
an international board of governors, 
received $30 million to sponsor research 
into the particular problems of developing 
countries. Another $38 million was pro¬ 
vided via the non-govemmental organisa¬ 
tions programme to augment the private 
resources for development raised by 
Canada’s voluntary agencies. 

Canadian Development Assistance Policy 
was restated in 1975 with the publication 
E I 


Canadian Bilateral Assistance to India during 1951-1976-77—Disbursements 


Fiscal yen I s 



(Canadian S million) 


Grants 

Food aid (grants) I.oans 

Total 

1951 to I960 


116.9 

80.0 

— 

196.9 

1960 (0 1965 


89.7 

31.0 

— 

120.7 

Sub-Total 


206.6 

111.0 

— 

317.6 

1965/66 


16.1 

25.0 

— 

41.1 

1966/67 


18.3 

76.6 

1.6 

96.5 

1961/68 


6.6 

50.4 

15.4 

72.4 

1968/69 


6.8 

41.2 

26.0 

74.0 

1969/70 


6.1 

38.8 

44.7 

89.6 

1970/71 


6.0 

45.9 

51.3 

103.2 

1971/72 


2.2 

40.1 

59.2 

101.5 

1972/73 


3.3 

13.7 

61.3 

78.3 

1973/74 


4.0 

8.3 

57.1 

69.4 

1974/75 


2,6 

38.9 

54.9 

96.4 

1975/76 


1.9 

64.6 

32.4 

98.9 

1976,77 


1.3 

62.0 

18.6 

81.9 

Total 


281.8 

616.5 

422.5 

1320,8 


Sonree* Canadian International Development Agency 
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by: the Canadian government of a new 
poiicy paper entiiled “Strategy for Inter* 
national Development Cooperation, 1975- 
80*’. The strategy sets out the following 
principles for future Canadian develop¬ 
ment assistance policy: 

(i) Aid is to be focussed on major 
developmental problems with priority 
given to the poorest countries and to the 
poorest people within these countries; 

(ii) Encouragement is to be given to 
programmes which promote regional 
economic and developmental cooperation 
and integration; 

(iii) Canadian aid is to be more respon¬ 
sive to the priorities set by the developing 
countries, more flexible in application, and 
less tied to procurement in Canada; and 

(iv) The terms and conditions of 
Canadian aid are to remain highly conces¬ 
sional in order to minimise the debt 
servicing burden of the developing count¬ 
ries. 

efficient user 

In rc-e\am‘ning its aid policy towards 
a developing country the Canadian govern¬ 
ment will carefully weigh the changing 
circumstances of the country and the 
implications of the Canadian Strategy for 
International Development. India remains 
one of the world’s poorest countries in 
terms of per capita income and one of 
those most seriously affected by increased 
costs of petroleum. It has inadequate 
domestic savings and a high ratio of debt 
servicing to foreign exchange earnings. 
Despite economic gains which include 
improvement in export performance, 
growth in foreign exchange reserves, 
improved use of existing industrial capa¬ 
city and bumper food crops, India still 
meets the criteria normally used in deter¬ 
mining eligibility for Canadian develop¬ 
ment assistance. It has been argued that 
India is now a more efRcient user of inves- 
tible resources from both domestic and 
foreign sources than has been the case for 
some time. It is this conclusion which has 
prompted donor organisations such as the 
World Bank and bilateral donors to main¬ 
tain or increase their allocations to India 
In recent years. India’s request that its 
recent success in building up its foreign 
exchange reserves do not obviate its conti¬ 
nuing need for external resources was 
strongly supported by Canada at the July 


1977 meeting of the Aid-India Consortium 
and a record level of over US$ 2 billion 
was pledged for 1977-78 by the Consortium 
as a whole. 

It is noteworthy that not only is India 
the largest of developing countries but 
also the most complex in terms of 
resources, population and potential. India 
is very different from most developing 
countries. 

In the first place ic is a sub continent of 
many cultural groups. Socially and cul¬ 
turally the Kashmiri craftsman has little 
in common with the Tamil plantation 
worker. The fisherman of Goa and the 
Bengali merchant differ in ethnic origin, 
religion, language, culture and diet. These 
social differences have important develop¬ 
mental consequences. 

Second, the economy is dualisiic in 
the sense that it has technologically 
advanced and complex industries requiring 
large budgets for research and develop¬ 
ment located in modern urban settings, 
while members of hill tribes live a life 
which has changed liitlc in many genera¬ 
tions. Modern sterile dairy plants operate 
in some rural districis while in others 
agricultural modernisation consists of put¬ 
ting a steel tip on a wooden plow. 

Third, the educational system re¬ 


mains oriented towards the needs of the 
urban middle class despite efforts by 
union and state governments. Recent 
changes in the structure of the educa¬ 
tional system will take several years to 
be effective and will have little effect on 
the 70 per cent of the population 
which is illiterate. I'he number of colleges 
and universities continues to grow but 
only three per cent of graduates at the 
first degree level are able to find employ¬ 
ment in their field of study. 

Fourth, India is different in its sheer 
scale. With less than one-fortieth of the 
world’s total land area it has IS per 
cent of the world’s population. Its popula¬ 
tion of over 610 million is increasing at a 
current rate of 13 million every year which 
m.'ans that in 25 years there will be 900 
million people seeking a livelihood. Eighty 
per cent of India’s population lives in the 
rural areas and is dependent on agricul¬ 
ture, yet India has the tenth largest in¬ 
dustrial economy in the world. 

These statistics illustrate the comp¬ 
lexity and uniqueness of India as a deve¬ 
loping country. They provide some in¬ 
sight into the context in which develop¬ 
ment must take place. 

India is also unique in the degree to 
which national development expendi- 


Table II 


Canada-India Net Aid Transfers during 1966-67 to 1976-77 

(US S millions) 

Fiscal years 

Gross dis¬ 
bursements 

Debt 

service 

Net 

transfer 

Larger net bilateral 
aid donors 

1966/67 

106.9 

5.6 

101.3 

USA 

(749.9) 

1967/68 

86.1 

6.0 

80.1 

USA 

(747.6) 

1968/69 

94.9 

6.1 

88.8 

USA 

(430.3) 





(Italy 

(111.9) 

1969/70 

78.0 

7.1 

70.9 

USA 

(401.1) 

1970/71 

107.1 

6.3 

100.8 

USA 

(354.6) 

1971/72 

IIO.S 

7.4 

103.1 

USA 

(271.4) 

1972,73 

91.1 

II.1 

80.0 

UK 

(101.4) 

1973,74 

89.1 

15.6 

73.5 

USSR 

(I3S.9) 





UK 

(105.3) 

1974/73 

96 4 

13.6 

82.8 

Iran/Iraq (230) 





USSR 

(115.7) 





UK 

(93.9) 

1975/76 

99.7 

14.8 

84.9 

Iran, Iraq and 





other OPEC 





countries (467.0) 





UK 

(103.3) 

1976/77 

80.8 

14.9 

65.9 

Iran 

(183.9) 





UK 

(149.9) 


Source : IBRD 
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tures are financed from internal resources. 
Many developing countries depend on 
foreign aid for 50 or even 60 
per cent of their development spend¬ 
ing. Outside financing accounts for only 
15 per cent of India’s l[development 
budget. So, despite the fact that 40 
per cent of aid from all multilateral agen¬ 
cies comes to India and despite the fact 
that India receives the largest portion of 
the aid provided by Canada, all of the 
aid received constitutes less than one- 
sixth of the amount India herself raises 
through taxation and spends on deve¬ 
lopment. Canadian aid to India has 
represented about one per cent of India’s 
total development budget, while 85 
per cent of India's development bud¬ 
get is financed by the Indian people. Of 
course, while the actual amount has been 
small compared to India’s needs concen¬ 
tration of Canada’s aid in a few sectors 
where shortages of foreign exchange were 
the key constraint to progress. 

India is also noteworthy among deve¬ 
loping countries for being both a reci¬ 
pient and a significant donor to other less 
developed countries. India is the largest 
bilateral source of foreign aid to Nepal, 
providing capital and technical assistance 
greater than the United States, Britain 
or China over the past ten years. Other 
countries receiving foreign aid from 
India include Malaysia, Mauritius, Tan¬ 
zania and Kenya. 

gigantic needs 

Despite the ability to raise substantial 
domestic resources for development and 
to assist other countries in implementing 
their own development plans, the needs of 
India are of such a scale that the conti¬ 
nued inflow of outside financing is neces¬ 
sary if India's development goals are 
to be achieved. The World Bank, the 
United Nations specialised agencies and 
bilateral donors from the socialist count¬ 
ries, the western industrialised states and 
the petroleum producing countries all 
contribute loans, grants or credits to 
assist particular sectors of Indian develop¬ 
ment programmes. 

The process by which a given project 
or programme is approved for Canadian 
funding begins with discussions between 
officials of the Canadian High Commis¬ 
sion and the union government of India. 


Following exploratory talks the Indian 
government submits to the high com¬ 
mission a request for support of specific 
projects or programmes which are given 
priority by the Indian Planning Commis¬ 
sion and fall in those areas where Cana¬ 
dian assistance is available. Canadian 
staff of the Development Assistance Sec¬ 
tion of the High Commission then visit 
the site of the proposed project, discuss 
it with the officials concerned and under¬ 
take a project appraisal in accordance 
with guidelines established by the Cana¬ 
dian International Development Agency. 
The Canadian High Commission then 
makes a recommendation to CIDA head¬ 
quarters in Ottawa where the proposal 
is examined. Approval is then sought 
from senior CIDA management and from 
the secretary of state for External Affairs. 
When the Canadian minister has autho¬ 
rised (he expenditure of fund, the project 
is then implemented, either by CIDA 
directly or by hiring an agency, company 
or consultant firm to execute it. 

a misconception 

A misconception is sometimes found 
that Canadian developmental assistance 
to India was suspended in 1974 as a 
result of the differences between the 
Canadian and Indian governments over 
the interpretation of their cooperation 
agreements for the peaceful uses of 
nuclear energy following India’s nuclear 
explosion of May 1974. Disbursements 
of Canadian aid in fact continued to all 
non-nuclear projects in India to which 
Canada was committed and remained at 
a high level. Disbursements between 
1974-75 and 1976-77 averaged close to 
890 million per year. Last year, the pro¬ 
gramme which focussed on foodgrains, 
edible oils, fertilizers, and small agricul¬ 
tural projects, plus contributions to non¬ 
governmental voluntary organisations, 
declined somewhat to S81.8 million. 

At the meeting of the Aid India 
Consortium in July, 1977, Canada re- 
affirmed its desire to provide development 
assistance to India. Canada noted the 
high priority assigned by the government 
of India to rapid development of the 
agricultural and rural sector, as a means 
of increasing food production and allevia¬ 
ting rural unemployment and undertook 
to support this policy by focussing its 


development assistance programme on 
the financing of new agricultural and 
agriculturally related projects. 

Canada announced its intention to make 
available to India assistance at approxi¬ 
mately the level of the last three years, 
despite the fact that foodgrain imports 
which had figured so prominently in recent 
years’programmes, would not be required 
by India as far as could then be foreseen. 

During the balance of 1977-78, dis¬ 
cussions between officials of the govern¬ 
ment of India and the Canadian High 
Commission are expected to lead to 
identification of feasible agricultural pro¬ 
jects suitable for Canadian financing. 

common goals 

In general terms the Indian govern¬ 
ment’s expressed intention to give prio¬ 
rity to increasing productivity and emp¬ 
loyment in the rural sector meshes well 
with Canada's Strategy for International 
Development. India’s expressed prefer¬ 
ence for multilateral aid and Canad's 
decision to untie a significant percentage 
of bilateral aid may provide opportu¬ 
nities for joint funding arrange¬ 
ments between Canada, international 
agencies and India. It seems apparent 
that opportunities exist for effective eco¬ 
nomic cooperation of an imaginative 
and mutually beneficial kind. The task 
facing Canada is to design a programme 
which will retain the support Canadians 
have traditionally given to overseas deve¬ 
lopment while responding to the develop¬ 
ment priorities and the need for con¬ 
cessional financing and untied aid enun¬ 
ciated by the Indian government in 
recent policy statements. 

Agreement is relatively easy on the 
overall goal of better economic and social 
conditions for all. In its Strategy for 
International Development Canada has 
outlined a policy to achieve that goal 
which is broadly compatible with the deve¬ 
lopment policy of India. The more difficult 
task is to transform that policy into con¬ 
crete programmes and projects which 
will efficiently match Canadian capa¬ 
bilities with Indian needs. If that can 
be done our economic cooperation will be 
advantageous to both India and Canada. 

Conrfesy ; Development Assistance 
Section, Canadian High Commission, 
New Delhi. 
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Excapt on tiiosa nn 

occasions when the peofde themselves 
take over, as they did during the Lok 
Sabha election last year, it is the or^i- 
sationtbat counts in the winning of the 
battle of the ballot. The Janata party 
appears to be particularly weakonoiga* 
nisation in its current election campaign. 

If it scores any big success anywhere, it 
will only be because the opposition is 
split. Even so its chances are not rated 
high either in Assam or Andhra Pradesh. 
Its prospects appear to be somewhat brigh* 
ter in Karnataka and to a less extent in 
Maharashtra. On present showing, how¬ 
ever, no party seems to be heading for an 
absolute majority in any of the states 
going to the polls. Even in Karnataka, 
Janata prospects seem to have suffered 
lately. Mrs Indira Oandhi is probably 
hoping to pull it off in Andhra Pradesh 
and perhaps Assam, but she is likely to 
be disappointed. However any reasonable 
show of strength anywhere by her party 
should demoralise further the Reddy- 
Chavan crowd. The main beneficiary will 
be the Janata party, but Mrs Gandhi 
should also be able to make some 
gains. 

The Janata party, it is being said, can¬ 
not afford to lose in these elections, since 
failure would mean that it will continue 
to be regarded as less than a national 
party. But, even if this party succeeds in 
the elections, this will not necessarily 
mean that the south has emotionally ac¬ 
cepted it. The brute fact is that there is 
neither genuine Janata leadership nor 
effective Janata organisation in the poli¬ 
tics of the southern states and.it will cer¬ 
tainly take this party a fairly long period 
of hard work to become a credible part 
of public life and public affairs south of 
the Vindhyas. 


if some more states are to be ruled by 
parties other than the Janata, On the 
contrary, it will be on the whole a gain to 
the country if no single political party, 
especially not the one which is ruling at 
the centre, is in power in a large number 
of states. Experience has shown that the 
kind of hegemony which the old Congress 
was enjoying was the largest single cause 
of the dilution of federalism in govern¬ 
ment and the emergence of authoritarian¬ 
ism in national politics. It is absolutely 
necessary that there should be checks and 
balances in the play of party politics if 
parliamentary democracy, within a federal 
framework, is to have aehance. The 
public could therefore afford to view these 
elections or their probable results with a 
certain degree of equanimity. Whatever 
else is at stake, the unity of the country 
or the legitimate cause of a strong centre 
is not. 

The president Mr San-- 

jiva Reddy, has declared that he has no 
faith in the doctrine of '^Barefoot Doc¬ 
tors'*. There is obviously an advantage 
in sending our VIPs, when they fall ill, 
to advanced medical facilities abroad--^ 
even at the tax-payer’s expense. In 
fairness to Mr Reddy, however, it must be 
recalled that, early in his political career, 
he had held charge of the Health portfolio 
in Andhra Pradesh. He is therefore natu¬ 
rally knowledgeable about public health 
problems. Most of us will share his feeling 
that, when there is so much unemploy¬ 
ment among doctors, there should surely 
be some means of deploying fairly large 
numbers of them in the rural areas with a 
view to providing at least minimum 
medical facilities to the village com¬ 
munities. 


It is unfortunate that the central 
Health ministry, under the tutelage 


Meanwhile it will be no great tragedy of Mr Raj Narain, should be so 

MOVING 

FINGER 


indifferent to its responsibilities in this 
respect. Crores of rupees of public fbnds 
are to be poured down the drain in the 
name of a fanciful, if not fantastic, scheme 
of tak ing health care to the villages on the 
cheap, but no attention is being given to the 
framing of sensible programmes for utilis¬ 
ing properly the available personnel trained 
in modern medicine at considerable cost 
to the community. 

Mr Sanjiva Reddy has also spoken 
sensibly on the proper place of postgradu¬ 
ate courses in medical education. It is 
indeed very necessary that a balance should 
be maintained in apportioning public 
expenditure or other resources between 
the expansion of advanced medical edu¬ 
cation and the sufficient growth of basic 
or general medical education and training 
so that the public may count on an ade¬ 
quacy of the services of medical practi¬ 
tioners with the education and experience 
needed for dealing with the normal and 
regular medical needs of the population, 
such as proper medical attendance at 
child birth, treatment for the diseases and 
illnesses of infancy and the more common 
medical and surgical emergencies. It is 
only when medical education of this 
description has been properly provided for 
that it is possible to implement effectively 
a truly countrywide programme for the 
delivery of health care to all sections of 
the community. The priorities in medical 
education and training are another area 
where the central Health ministry could 
undertake some purposeful exploration. 


For no particular reason, 

I would like to round off by reproducing 
part of a recent newspaper advertise¬ 
ment: 


‘^Newa for Auto-Urine lovers 


Jagdish B., Auto-Urine Therapist, 
requests persons interested in Auto-Urine 
Therapy to contact or write to him at the 
address given below to enable him to con¬ 
vene a meeting with a view to forming an 
All-India Auto-Urine Therapy Associa¬ 
tion for the benefit of masses”. 


Those who are interested in Jagdish 
B’s address may refer to‘page 5 of 
The Slalesman 
of February 17 
(Delhi edition). 


VB 
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TRADE 

WINDS 


Sydney Conference 

The prime minister, MrMorarji 
Desai, attended the Sydney 
meeting of Commonwealth 
heads of governments from Asia 
and Pacific region, which began 
on February 13. The heads of 
government from Common¬ 
wealth countries in Asia and the 
Pacific expressed concern over 
rising protectionism in Indus- 
trialised countries and called for 
a substantial liberalisation of 
the international trading system. 

In a joint communique at 
the end of their four-day regio- 
nal summit conference the 
leaders stressed the importance 
of greater access for agricul¬ 
tural products to the major 
consumer markets. The heads 
of government expressed their 
concern over rising protectio- 
nism in the industrialised coun¬ 
tries against manufactured 
goods, which countries of the 
region were well equipped to 
supply. 

They were also concerned 
over the damaging effects of 
tariff and other barriers in 
trade in agricultural products 
which were of major impor¬ 
tance to the region. They urged 
key industrialised countries to 
take the lead in giving effect 
to their often repeated under¬ 
taking to liberalise speedily the 
conditions of world trade. The 
leaders called on the European 
Economic Community (EEC) 
to devise appropriate solutions 
to trading problems of Asian 
developing countries which had 
arisen as a result of the en¬ 
largement of the European 
Community from Six to Nine. 

In urging ail countries in the 


region to promote ^'greater 
intra-regional trade directly, 
they proposed that considera¬ 
tion should also be given, 
where application for long term 
preferential purchases of 
materials, essential commo¬ 
dities and manufactures from 
countries in the region. Aus¬ 
tralia and New Zealand, the 
only two developed Common¬ 
wealth nations in the Asia- 
Pacific region, were requested 
to accord special preferences to 
goods from their Common¬ 
wealth partners in the area. 

Closer Cooperation 

The conference also agreed 
to establish another consulta- 
tive group on trade to examine 
measures to facilitate travel 
within the region, to improve 
communications and reduce 
the cost of intra-regional 
transportation of goods, to 
simplify procedures for intra- 
regional trade to reduce non¬ 
tariff barriers and to facilitate 
trade within the region. 

Among the positive gains of 
the Sydney conference, apart 
from recognition of common 
dangers the participants faced 
and the need to face them 
concertedly, were the decisions 
to put in motion foJJow-up 
action to various conclusions. 
With this in view the con¬ 
ference set up four consultative 
or working groups to deal 
with problems such as trade 
liberalisation, energy, action 
against terrorism and problems 
of traflicking in illicit drugs. It 
was Mr Fraser who awakened 
the beads of government to the 
new danger of drug addiction 

S 


among the younger people j[n 
the region, which, he pd&M. 
out, besides being a health 
hazard could be as pernicious 
as growing population to the 
growth of developing countries. 

Changes in Providant 
Fund Schema 

The benefit of advances from 
provident fund is proposed to 
be extended for the marriage of 
8 member's dependent sister or 
brother and also a member’s 
own marriage. At present a 
member can draw an advance 
only for the marriage of his 
daughter. The new facilities 
have been recommended by 
the Central Board of Trus¬ 
tees, Employees’ Provident 
Fund. It recommended more 
liberal advances in various 
cases. Members affected by 
natural calamities will be al¬ 
lowed to draw Rs SOO as ad¬ 
vance instead of the present 
Rs 300. The board also re¬ 
commended fund advances to 
workers who do not get their 
salaries for more than two 
months even though their estab¬ 
lishments have not declared 
a lock-out or have closed 
down. At present such ad¬ 
vances are permitted only in 
cases of closures and lock¬ 
out. 

Interest Rate Raised 

The board further recom¬ 
mended a higher rate of in¬ 
terest at 8.5 per cent per an¬ 
num to the subscribers for cre¬ 
dit to their accounts for the 
year 1978-79 as against eight 
per cent for the previous year. 
This is being done to mark the 
silver jubilee year of the Emp¬ 
loyees Provident Fund Orga¬ 
nisation. The trustees were 
not happy with the present 
pattern of investment and 
decided to meet the Finance 
minister and urge him to libera¬ 
lise the scheme. It was felt that 
the pattern should be so re¬ 


vised as to result in a yield 
eqtid to bank deposit rates, 
if not more. With a view to 
affording better and on the 
spot facilities to the subscrib¬ 
ers the organisation will open 
eight more sub-regional offices 
at Guntur, Visakhapatnam, 
Raipur, Asansol, Rajkot, 
Amritsar, Ranchi and Varanasi. 
The board also decided to 
purchase additional land in a 
few more regions for build¬ 
ing of staff quarters. 

Committet on 
Controls 

In pursuance of its policy 
to rid the economy of unneces¬ 
sary shackles, the ministry of 
Finance set up recently a 
high-level committee under the 
chairmanship of Mr Vadilal 
Dagli, editor of Commerce, to 
evaluate and review the system 
of controls on prices, produc¬ 
tion, distribution, licences, 
imports and grant of subsidies. 
The other members of the com¬ 
mittee are, Mr EraChezhian, 
Mr Bagaram Tulpulc, Mr L. 
C. Jain and Mr Sanjoy Sen. 
The secretary to the committee 
is expected to be appointed 
shortly. 

The committee is envisaged 
to make its recommendations 
within six months. Its terms 
of reference are: 

(i) Has the system of cont 
rol on prices, production, dis¬ 
tribution, licences and imports 
been an effective instrument for 
national planning and guid¬ 
ance of the national economy? 

(ii) What has been the ex¬ 
perience in the past of the 
operation and management of 
all types of controls and have 
the pre-determined objectives 
actually been realised? 

(iii) In which areas of the 
economy have the controls 
been successful and hence 
deserve oootiiiuance with or 
without modification? 

(iv) In which areas have 


EASTERN ECONOMIST 


344 


FSPMtUARY 24g 1978 



the controls been iaei&ctive or 
havi since become irrelevant 
and hence deserve to be re« 
moved? 

(v) In what manner is the 
system of controls connected 
to the system of subsidisation 
in the national economy? Are 
such subsidies justifiable and 
will it be possible to moderate 
or eliminate the system of sub¬ 
sidisation by suitable modi¬ 
fications in the system of cont¬ 
rols? 

Indo-Pakistan Trade 

The forthcoming trade 
review between India and 
Pakistan promises to be a deep 
and comprehensive one. The 
review is likely to take place 
shortly in Islamabad. The 
External Affairs minister. Mr 
Atal Behari Vajpayee, stated at 
his press conference recently 
that both sides had recognised 
that the trade should and could 
grow in a balanced manner to 
mutual advantage and not to 
harm the economy of the 
other. He said that the trade 
teams of the two sides would 
study the possible pattern of 
trade. 

Exports to Pakistan during 
July-Deccmber, 1977, amount¬ 
ed to Rs 27.61 crores while 
imports from that country wefe 
valued at Rs 19.13 crores, thus 
resulting in an imbalance of 
Rs 8.48 crores. Exports to 
Pakistan during January-June, 
1977, amounted to Rs 9.83 
crores as against imports from 
Pakistan valued at Rs 8 lakhs. 
Pakistan is importing quite a 
number of items from India, 
which during July-December, 
1977 were: tea valued at 
Rs 7.25 crores, steel Rs 3.46 
crores, wood and timber 
Rs 3.35 crores, transmission 
rubber belts Rs 2.16 crores, 
cement Rs 1.78 crores and 
betel-leaf Rs 1.18 crores. 


Pakistan exports to India 
mainly consist of residual 
fuel oil worth Rs 14.58 crores 
and naphtha Rs 4.52 crores 
during the same period. 

RBI Diractivo on 
Bank Advances 

Commercial banks have been 
told by the Reserve Bank to ob¬ 
tain from their large borrowers 
their balance sheets and profit 
and loss accounts every half 
year, within two months from 
the close of the half year. The 
Reserve Bank, in consultation 
with the Committee of Direc¬ 
tion, has drawn up the format 
of the proforma balance which 
the commercial banks are re¬ 
quired to obtain from their 
large borrowers. It may be 
recalled that the RBI study 
group on follow-up of bank 
credit, popularly known as 
Tandon Committee, had asked 
banks to take effective steps to 
introduce as part of the in¬ 
formation system and use it as 
an additional tool in the 
follow-up of bank credit The 
committee had recommended 
that borrowers with aggregate 
credit limit of Rs 1 crore and 
above from the banking sys¬ 
tem should be asked to submit 
the half-yearly proforma 
balance sheet and profit and 
loss account. In the case of 
mult-unit companies, the half- 
yeajly proforma accounts 
have to reflect the position of 
the company as a whole. 

Gujarat State 
Financial Corporation 

The Gujarat State Financial 
Corporation has sanctioned 
assistance amounting to Rs 100 
lakhs to 18 units. The units assis¬ 
ted include seven units proposed 
to be set up in the backward 
districts. The assistance to these 
units amounts to Rs 37 lakhs. 
The corporation has also 
sanctioned special capital of 


Rs 1.60 lakhs to a unit at con¬ 
cessional jate of one per cent. 
Another unit was also sanc¬ 
tioned IBRD foreign exchange 
loans of Rs 15.17 lakhs. The 
units assisted include those to 
be engaged in engineering, 
textile processing, paper, 
khandsari and sugar manu¬ 
facturing, ceramics, printing, 
packaging and mineral based 
industries. It was expected that 
the total project cost of these 
18 units would be about 
Rs 327 lakhs and these units 
would create fixed assets of 
Rs 140 lakhs. The turnover of 
these units, when commission¬ 
ed, would exceed Rs 656 lakhs. 

Rural Enterprisa and 
Nonfarm Employment 

Creating employment oppor¬ 
tunities for many of the world’s 
poorest people is discussed in 
a paper. Rural Enterprise and 
Nonfarm Employment, recently 
published by the World Bank. 
The paper is a further contri¬ 
bution to the studies on ques¬ 
tions of rural development, 
that is to say, on how to 
alleviate abject poverty and dis¬ 
tribute the benefits of growth 
to the poorest groups of the 
world’s inhabitants, the majori¬ 
ty of whom live in rural areas. 
Most rural nonfarm activities, 
the paper points out, are small- 
scale enterprises engaged in 
construction, services, com¬ 
merce, transport, food and 
crop processing and small- 
scale manufacturing. They are 
a primary source of earnings 
for a large proportion of the 
poorest groups—those with 
little or no productive agricul¬ 
tural land, tenants and the 
landless. They are also an 
important source of secondary 
earnings in the slack season 
for the agricultural labour 
force, including small far¬ 
mers. 

In Africa, two-thirds of all 


nonfarm employment (rural as 
well as urton) is accounted for 
by rural nonfarm activities; in 
Asia, this is over half; and in 
Latin America, more than one- 
third. Growing numbers of 
people in the rural labour force 
are seeking nonfarm work, 
partly because of the slow 
growth of employment in agri¬ 
culture and partly because of 
the increasing division of 
labour in rural areas between 
farm and nonfarm work. 

The rural development sec¬ 
tor is the most rapidly growing 
sector of bank lending. Rural 
development includes projects 
for infrastructure (electri¬ 
city, water, roads, health 
and education facilities) and 
agro-industrial and marketing 
projects, the latter catering 
mainly to large enterprises. 
The impact of this lending on 
nonfarm activities, though 
mainly indirect, is consider¬ 
able. As the number of small 
farms increases and rural in¬ 
comes grow, nonfarm activi¬ 
ties supply inputs and services 
essential for the output and 
modernisation of agriculture 
and provide for the nonfood 
needs of the rural population. 

Mini Cement Plents 

The government has decid¬ 
ed to exempt mini-cement 
plants from the purview 
of the cement control order 
of 1967 and also to extend 
to them the existing 25 
per cent excise duty rebate. 
This follows the government’s 
policy to encourage the growth 
of mini-cement plants in the 
country in the shortest possi¬ 
ble time, so as to narrow 
down the existing demand- 
supply gap in the domestic 
markets. The decis’ion to ex¬ 
empt the mini cement plants 
from the 1967 cement control 
order is expected to benefit 
prospective entrepreneurs to 


■aotbom boommost 


345 


FEBRUARY 24, 1978 



the extent of the average 
freight in the f.o.b. destination 
price of cement marketed by 
the larger cement friants, which 
are subject to the control 
order. 

The Cement Research Insti* 
tute has identified 43 potential 
sites in 19 states for the estab¬ 
lishment of mini cement plants. 
The institute has also taken up 
(he preparation of detailed 
project reports for the estab¬ 
lishment of two mini cement 
plants—one at Nimi in 
Nagaland and the other 
in Rajasthan. While the pos¬ 
sible sites for the setting up 
of mim* cement plants have al¬ 
ready been worked out, the 
government had yet to decide 
upon the right technology for 
the establishment of such 
plants. 

Government has presently 
three sources of mini cement 
plant technologies under its 
consideration. These include 
i) the process developed by 
the Cement Research Insti¬ 
tute, ii) the process developed 
by the Regional Research 
Laboratory, Jorhat, and iii) 
the technology under deve¬ 
lopment in West Germany. 

Trade Agreement 
with Chile 

A trade agreement signed 
almost six years ago between 
India and Chile went into effect 
recently with the publication of 
its text in the official gazette. 
The agreement, which provides 
for facilities in trade, ship¬ 
ping and the exchange of spe¬ 
cialised information between 
the two countries, was signed 
in April 1972 during the 
government of the late Presi. 
dent Salvador Allende. But it 
only became legally effective 
with its publication after it 
was ratified by the military 
government which came to 
power in September, 1973. 


Under the agreement Chile 
will export to India mineral 
ore metals including copper, 
automobile parts, newsprint, 
paper, pulp, chemical products, 
fishing trawlers, wool and fruit. 
India's export to Chile will 
include textiles, tea, railway 
and engineering equipment, 
building materials and preci¬ 
sion instruments. Merchant 
vessels of either country will 
be granted the most favoured 
conditions. The agreement also 
provides for an exchange of 
information of development 
plans, foreign trade regulations 
and suggestions to increase 
bilateral trade. 

Civil Contract from 
Iraq 

Bridge and Roof Co (1) 
Limited has won S 6 million 
civil works contract in Iraq. A 
constituent of the Indo-Burmah 
Petroleum and Balmer Lawric 
group of companies. Bridge 
and Roof Co. has bagged 
the order for civil works for 
purification and treatment 
plant of the sewerage project 
of the twin holy cities of 
Najaf-Kufa against global 
competition. Apart from the 
civil works contract. Bridge 
and Roof has also been entrus¬ 
ted with coordination of the 
entire project involving super¬ 
vision of mechanical and elec¬ 
trical works by the sub-con¬ 
tractors, Esmil International of 
Holland. 

Bank of Baroda 
in Oman 

Bank of Baroda'$ second 
branch in the Sultanate of 
Oman commenced functioning 
on February 16. This branch 
at Ruwi will conduct all bank¬ 
ing business. Sayyid Sultan Bin 
Hamud Bin Faisal, member of 
the royal family and head of 
Tribal Affairs in the ministry 


of Dlwan Affalra of the 
Sultanate, inaugurated the 
branch. The first branch in 
the Sultanate was opened at 
Mutrah near Muscat a couple 
of years ago. 

One of the leading nation¬ 
alised banks, Bank of Baroda 
has 47 overseas branches, 
spread over eight coun¬ 
tries. the UK, Belgium, 
Kenya, Mauritius, Guyana, 
Fiji, UAE and Sultanate of 
Oman. The bank has a net¬ 
work of over 1200 branches 
in India. 

World Bank Loan for 
Industrial Sactor 

The World Bonk announced 
on January 23, the approval 
of a loan of g 25 million to 
assist industrial development 
in India in the state-sponsored 
public and joint sector. The 
loan, to be channelled through 
the Industrial Development 
Bank of India (IDBI)—a 
development finance institution 
—^will meet the foreign ex¬ 
change cost of investments in 
productive medium-scale indus¬ 
trial enterprises. 

lOBI is the largest single 
institutional source of indus¬ 
trial finance in India, ac¬ 
counting for approximately 
five per cent of the annual 
industrial investment. It is 
also responsible for coordinat¬ 
ing industrial investment activi¬ 
ties of other industrial finance 
institutions. The bank loan 
will assist lOBI in carrying out 
industrial sector investment 
studies and in strengthening 
industrial finance institutions 
in various states. It will also 
enable IDBI to promote pro¬ 
jects particularly in the less 
developed states in India. A 
major benefit will be the pool¬ 
ing of private and public capital 
and in establishing close work¬ 
ing links between public and 


> p^vate sector partners. The 
loan complements previous 
operations of the Bank in sup¬ 
port of the Industrial Credit 
and Investment Cotporation of 
India and, through IDBI, the 
State Financial Corporations. 

The Bank loan to India will 
carry interest at the rate of 
7.45 per cent per annum. It will 
be for a maximum of 17 years, 
including three years of grace, 
to be adjusted according to the 
amortization schedule of sub- 
projects. The government will 
relend the proceeds to IDBI 
on the same terms. 

Otfinition of Medium 
Seale Industry 

National Alliance of Voung 
Entrepreneurs (NAYE) has 
in a memorandum requested 
(he ministry of Industry, 
Reserve Bank of India, 
Industrial Development Bank 
of India, Industrial Credit and 
Investment Corporation of 
India, Industrial Finance Cor¬ 
poration and other agencies to 
clarify the definition of ‘Me¬ 
dium Scale'. In many govern¬ 
ment and other communica¬ 
tions, there is a mention of 
medium sector, but so far it 
has not been defined. Recent¬ 
ly, there was a mention that the 
banks might be asked to moni¬ 
tor small and medium enter- 
prises also as they were moni¬ 
toring industrial unitswith limits 
of Rs 1 crore or mote. Indirec¬ 
tly, therefore, it means that 
the medium sector would 
constitute of units having their 
credit limits up to Rs 1 crore. 

Again for units having invest¬ 
ment up to Rs 1 crore was not 
required to obtain industrial 
licence. Here also it was not 
clear whether this limit was 
only in plant and machinery as 
in the case of small-scale or 
includes total investment, the 
AUiance stated. 
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COMBMTY 

AFSAIRS 


Hindustan Evarsst 

Mr B.P. Manoelia, president, 
Hindustan Everest Tools Ltd, 
the second largest hand tool 
manufacturers and exporters 
of India, told the press recent¬ 
ly that the company's growth 
rate was more than 33 per 
cent in the year 1975-76. The 
company basically is export 
oriented and is exporting 80 
per cent of its production to 
more than forty countries suc¬ 
cessfully. Not only that, the 
company has the distinction 
of its having the recognised 
research and development 
cell which is the only one in 
the hand tools industry in 
India and this cell has deve¬ 
loped various new tools which 
have been imported in India 
so far. It has serviced presti- 
gcoiis customers in the core 
sector of economy such as oil 
drilling, mining and geologi¬ 
cal survey. 

Defence Sector 
The company has launched 
various diversification pro¬ 
grammes which include some 
of the priority sectors of 
the Indian economy such as 
defence and rural technologi¬ 
cal developments. Mr Mandelia 
emphasised on the initiative 
of the private sector to come 
forward and look into such 
demands of the defence sector 
as may be made available by 
way of its rationalisation and 
indigenisation of defence pro¬ 
duction. He further pointed 
out that the company, after 
luviiig achieved expertise in 
different fields of engineering, 
approached this sector and 


there were waiting hands to 
accept appropriate technology 
to substitute imported ones. 
It was emphasised with great 
degree of confidence as 
Hindustan Everest, in its own 
w'ay, has already contributed 
significantly in developing 
various maintenance equip¬ 
ments for defence through its 
R & D and consultancy divi¬ 
sion. 

Mahindra aad 
Mahindra 

The preliminary statement 
from Mahindra and Mahindra 
on its working results for the 
year ended October, 1977 
shows a marked improvement 
over the previous year's per¬ 
formance. Equity devidend has 
been stepped up once again 
from 12.5 percent to 15 per 
cent and is covered nearly 
twice by the year's earnings. 
The company produced during 
1976-77,10,568 vehicles against 
7,147 vehicles in the previous 
year and sold 10,616 vehicles 
against 8,109 vehicles. Total 
sales rose from Rs 61.24 
crores in 1975-76 to Rs 69.31 
crores in 1976-77 and gross 
profit from Rs 2.70 crores to 
Rs 4.10 crores. 

After providing Rs 1.53 
crores (Rs 1.26 crores) for 
depreciation, Rs 27 lakhs 
(Rs 38 lakhs) for investment 
allowance and Rs 98 lakhs 
(Rs 32 lakhs) for taxation and 
making some adjustments, 
the disposable surplus is 
Rs 3.73 crores (Rs 2.66 crores). 
The equity dividends will absorb 
Rs 66.37 lakhs and preference 
dividends Rs 11.75 lakhs. In 


the previous year, equity and 
preference dividend had 
absorbed Rs 66.97 iakbs. Sales 
of spare parts were higher at 
Rs 5.26 crores against Rs 4.38 
crores. 

The steel division handled 
business of about 286,000 
tonnes. The instrumentation 
division booked orders worth 
Rs 1.67 crores against Rs 1.41 
crores in the previous year. 
Production, sales and orders 
booked by the Nasik units of 
the electronics division were 
substantially higher than in 
the previous year. The machine 
tool division booked orders for 
Rs 1.26 crores against Rs 1.19 
crores. Orders executed, how¬ 
ever, dropped to Rs 69 lakhs 
owing to protracted deliveries 
by the overseas suppliers. The 
company exported 488 vehicles 
during 1976-77. Exports of 
spares almost doubled from 
Rs 54 lakhs to Rs 1.03 crores. 

Indian Oxygan 

Mr K.D. Moore, chairman 
and managing director, Indian 
Oxygen Ltd stated at the 
annual general meeting that 
the company had received a 
direction that it should take 
steps to reduce the foreign 
shareholding to not more than 
40 per cent within one year. 
He hoped that the government 
would soon take a favourable 
decision on the company’s 
major diversification project 
for manufacture of a range of 
castor-oil based chemical pro¬ 
ducts. Despite follow-up. the 
government, he added, had 
not yet accorded its approval 
to the project. 

He pointed out that because 
of the company's prgducls, 
being used by a wide spectrum 
of manufacturing industry, its 
sales trends provided a good 
pointer to the state of indus¬ 
trial activity in general within 
the country. Unfortunately 


there had not been any diV 
cemible improvement and this 
was reflected in the company’s 
turnover for the first three 
months of the current financial 
year. He added, however, that 
conditions might improve in 
the months to come. 

Indian Aluminium 

The directors of Indian 
Aluminium Company Limited 
have recommended a final 
dividend of Re 0.75 per ordi¬ 
nary share in respect of 
year 1977. This dividend vKlI 
be payable on the total ordi¬ 
nary share capital of the com¬ 
pany as increased by the recent 
bonus share issue. An interim 
dividend of Rc 0.70 per ordi¬ 
nary share was paid on the 
smaller ordinary share capital 
prior to the bonus issue. The 
directors have also recommend¬ 
ed a dividend of Rs 6.25 per 
preference share, subject to 
income-tax payable by the 
company. Both the ordinary 
and preference dividends are 
subject to deduction of share- 
holders’ income tax at source. 
The total dividend distribution 
for 1977 will be Rs 3.73 crores 
compared to Rs 3.62 crores 
for 1976. 

Power Shortage 

Indal's production of alumi¬ 
nium in 1977 was 65,608 tonnes 
as against 84,101 tonnes in 
1976, representing a decrease 
of 22 per cent, due to a severe 
power shortage as well as a 72- 
day strike by the workmen at 
the Dclgaum plant. The lower 
metal production also affected 
output from the company’s 
semi-fabricating plants. The 
sales of the company totalled 
Rs 116.9 crores in 1977 com¬ 
pared to Rs 132.2 crores in 
1976. Profit before provision 
for taxes and transfer to invest¬ 
ment allowance reserve was 
Rs 12.20 crores compared to 
Rs 13.48 crores in 1976. The 
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1977 income includei Rs 1.40 
crores of non-recurring excise 
relief. Net profit after taxes 
and investment allowance 
reserve was Rs 4.57 crores 
against Rs 5.60 crores in 1976. 
The drop in sales revenue and 
profit is attributable mainly to 
reduced metal output and un¬ 
realistically low prices for levy 
metal obtaining due to govern¬ 
ment’s dual pricing policy. 

The company has received a 
letter of intent for an increase 
in the capacity of its foil mill 
at Kalwa by 1,500 tonnes per 
annum. At the Belur sheet 
mill, a modernisation pro¬ 
gramme has been undertaken 
to improve production facili¬ 
ties and to enable the plant to 
operate at its full licensed 
capacity. The company is pur¬ 
suing the prospect of expand¬ 
ing its alumina capacity at 
Belgaum for export of alumina 
to Iran on a long-term basis. 
Investigations into the feasibi¬ 
lity of setting up a caustic soda/ 
chlorine plant at Haldia are 
continuing. 

Gujarat State 
Fertilisers 

The preliminary statement 
from Gujarat State Fertilisers 
Co on its working results for 
1977 shows a set-back both in 
turnover as well as profits. The 
dividend has been kept un¬ 
changed at 22 per cent. The 
turnover and profits are lower 
despite a satisfactory increase 
in production as well as sales 
volume. This is attributed to 
the reduction in prices and 
introduction of retention price 
system with regard to fertilisers 
and the heavy imports of capro- 
lactum which influenced the 
over all offtake. The company 
produced 507,000 tonnes of 
fertilisers and 16,535 tonnes of 
caprolactum against 451,000 
tonnes and 15,678 tonnes, res¬ 
pectively in the previous year. 
There was also a rise in the 


total tonnage of fertilisers sold. 
The total turnover, however, 
declined from Rs 1^.63 crores 
in 1976 to Rs 96.12 crores in 
1977 and the gross profit from 
Rs 34.78 crores to Rs 30.29 
crores. After providing Rs 6.18 
crores (Rs 6.79 crores) for 
depreciation, Rs 85 lakhs 
(Rs 25 lakhs) for investment 
allowance and Rs 14.1 crores 
(Rs 16.10 lakhs) for taxation, 
the net profit works out at 
Rs 9.25 crores (Rs 11.64 crores). 
Equity dividend will absorb 
Rs 263.93 lakhs (same) and 
preference dividends Rs 27.88 
lakhs (same). A sum of Rs 6.34 
crores (Rs 9.74 crores) has 
been transferred to general 
reserve. 

Khandelwal Ferro 
Alloys 

Khandelwal Ferro Alloys 
has raised the equity dividend 
for 1977 to 14 per cent from 12 
per cent paid for 1976. While 
the sales of both ferro manga¬ 
nese and steel tubes in the 
domestic market were higher at 
Rs 6.08 crores and Rs 7.74 
crores respectively in 1977 
compared to Rs 4.70 crores and 
Rs 6.37 crores in the previous 
year, export sales were lower at 
Rs 4.23 crores against Rs 7.iS6 
crores. The total turnover for 
1977 was slightly lower at 
Rs 18.46crores against Rs 19.32 
crores. The gross profit was, 
however, higher at Rs 138.85 
lakhs against Rs 106.44 lakhs. 
After providing Rs 20.95 lakhs 
(Rs 22.42 lakhs) for deprecia¬ 
tion, Rs 2.86 lakhs (Rs 26,000) 
for investment allowance and 
Rs 62.45 lakhs (Rs 43.82 lakhs) 
for taxation, the net profit 
worked out at Rs 52.59 lakhs 
(Rs 39.94 lakhs). 

The ferro manganese unit 
continued to operate at the 
optimum level of efficiency. 
The production has been higher 
during the year owing to 
improved availability of power. 


The offtake of ferro mangaoe^ 
by the steel plants in ftie 
country continued to be satis¬ 
factory. There will also be 
surpluses available for export. 
There are signs of demand 
picking up from Japan for 
ferro manganese slag. Theris 
continued to be considerable 
excess production capacity in 
the steel tubes in the country. 

MICO 

Motor Industries Company 
Limited (MICO), Bangalore, 
has won the national award 
for the best export performance 
in the large-scale industrial 
sector given by the Engineering 
Export Promotion Council. 
This is the first time that 
the company has won the all- 
India rotating shield. 

Exports of sophisticated 
fuel injection equipment and 
spark plugs mamifiictured by 
MICO reached an all-time high 
level of Rs 13.73 crores in 
1977. Original equipment sup¬ 
plies of ftjel injection equip¬ 
ment to Europe and North 
America and exports of spares 
to south-east Asian and South 
American countries increased 
.substantially. In fact, more 
than a third of the fuel injec¬ 
tion pumps manufactured by 
MICO was exported. Exports 
of spark plugs to the Soviet 
Union remained at u high level, 
accounting for more than half 
of MICO's total production. 

The countries to which 
MICO exported in 1977includ¬ 
ed West Germany, the USA, 
tite USSR, France, Italy, Bra- 
zil, Sri Lanka, Arab Republic 
of Egypt, Thailand, Argentina, 
Singapore, the Philippines, 
Iran, Spain and Burma. In 
1977, the company’s exports 
amounted to about 30 per cent 
of its total production. Since 
1962, when MICO started 
exports, the total value of 
exports has exceeded Rs 60 


. crotts, the bulk of which was 
achieved in ttie last four years. 
MICOI& a net foreign exchange 
earner, the export earnings 
being more than twice the value 
of material imports and other 
outgoings. 

Hindustan Cables 

The Hyderabad unit of the 
public sector Hindustan Cables 
Ltd. produced cables woith 
Rs 6.6 crores in its second 
year of production—1975*76 
—and made a profit of 
Rs 55.14 lakhs, is expected 
to produce cables to the full 
capacity of worth about Rs 15 
crores during the current fin¬ 
ancial year ending March 
31, 1978. Giving this informa¬ 
tion at a press conference 
recently, the executive director 
of the company, Mr K.L. 
Reddy, stated that the com¬ 
pany had exported cables 
worth Rs 3.4 lakhs to the 
Sultcuiate of Oman during 
1976-77 as a modest beginning. 
This year they had already ex¬ 
ported cables to the tune of 
Rs 50 lakhs. The company 
had also received an order 
from the USSR forRs 32 lakhs 
worth of cables. A trial order 
worth Rs 30,000 was received 
recently from Sri Lanka’s posts 
and telegraphs deparment. 

Tata Exports 

For outstanding export per¬ 
formance in 1976-77, Tata 
Exports won the highest award 
of the Engineering Export 
Promotion Council. The rota¬ 
ting shield for best all India 
export performance—was pre¬ 
sented to Mr S.R.A. Aiyar, 
director, Tata Exports Limited 
by Mr Mohan Dharia, minis¬ 
ter of Commerce, Civil Sup¬ 
plies and Cooperation at the 
council’s annual general 
meeting held recently. The 
company achieved a record 
turnover of .about Rs 97 crores 
during 1976-77, representing 
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an increase of nearly SO per 
cent o^r that of the previous 
year. Of this, exports of engi¬ 
neerings products amounted to 
about Rs 61 crores. 

The engineering products 
that featured prominently were 
commercial vehicles, transmis* 
sion line towers, railway equip¬ 
ment and track materials, drill¬ 
ing and mining equipment, 
diesel engines and pumpsets, 
construction machinery, sugar 
mill machinery, steel plant 
equipment, fencing materials, 
steel tubes etc. By pooling 
together the expertise and ex¬ 
perience of various reputed 
manufacturers, Tata Exports 
have also been able to offer a 
wide range of services includ. 
ing project planning, monito¬ 
ring, management, held super¬ 
vision, erection, testing and 
commissioning services related 
to turnkey projects. Constitu¬ 
ted by Tara companies to pro¬ 
mote the exports of their pro¬ 
ducts and those of other 
quality manufacturers of non- 
Iraditional products, Tata 
Exports have established a 
linn fool hold in nearly 70 
countries of the world includ¬ 
ing the sopJiisticatcd markets 
of Europe and America. 

Shree Sitaram Sugar 

Despite higher sugar pro¬ 
duction and better recovery, 
Shree Sitaram Sugar Company, 
has recorded a gross loss of 
Rs 3.16 lakhs on sales of 
Rs 2A4 crores during the year 
ended August 1977 against a 
loss of Rs 12.01 lahk.son sales 
of Rs 2.25 crores in the pre- 
vious year. After providing 
Rs 9.03 lakhs (Rs 1.28 lakhs) 
for depreciation and Rs 2,250 
for investment allowance re¬ 
serve, there is a debit balance 
of Rs 12.41 lakhs against a 
deficit of Rs 13.29 lakhs in the 
previous year. Cane crushed 
rose to 891,887 quintals from 
771,900 quintals and sugar 


production to 83,794 quintals 
from 69,427 quintals. The re¬ 
covery improved to 9.40 per 
cent from 8.99 percent. The 
workihg results were affected 
because of a higher payment 
for cane at Rs 12.25 per quintal 
against Rs 9 per quintal on 
the basis of the government 
formula. The directors state 
that prospect of. cane supplies 
in the current season were 
fairly good and the factory 
hopes to crush around one 
million quintals during 1977- 
78. The company has applied 
for a soft loan of Rs 2.88 
crores from the Industrial 
Finance Corporation of India 
for modernisation and expan¬ 
sion of the capacity from 950 
tonnes to 1500 tonnes of sugar¬ 
cane per day. 

Bajsj Electricals 

Mr Ajit Shah, general 
manager (sales), Bajaj Electri¬ 
cals Ltd, staled on *the occa¬ 
sion of the companys dealers’ 
conference held recently at 
Bombay, that from a humble 
beginning of Rs 15 lakhs, 38 
years back, Bajaj Electricals is 
expected to achieve a turnover 
of over Rs 15 crores in 1977-78. 
This range comprises of lamps 
and tubes, Ians, domestic 
appliances, fittings, agricultural 
pumpsets, motors and diesel 
engines accessories. With the 
dynamic and progressive 
organisation headed by Mr 
R. P. Nevatia as, chairman 
and Mr Ramkrishna Bajaj 
as managing director, Bajaj 
Electricals have planned to 
double up their turnover to 
Rs 30 crores in the three years. 

Bajaj Electricals are encou¬ 
raging selected small scale 
manufacturers in promoting 
their goods (mainly appliances) 
by giving financial and techni¬ 
cal assistance as well as mar¬ 
keting services. The production 
and quality ore, however, 
strictly controlled by Bajaj 


Electricals according to their 
design and specifications, rigo¬ 
rous quality control and mar¬ 
keting needs, Bajaj Electricals 
are marketing their products 
through a net-work of 16 
branches (practically one in 
every state); four regional offices 
and about 3500 dealers spread 
throughout the country. Pro¬ 
per after-sales service is pro¬ 
vided by these dealers irrespec¬ 
tive of place of purchase of 
Bajaj product by the consumer. 

Hindustan Cnppnr 

Hindustan Copper Ltd, a 
public sector undertaking pro¬ 
duced 2,270 tonnes of blister 
copper in January this year. 
This compares with 2,162 
tonnes produced in January 
1977, according to an official 
release. Production at both 
the main units of HCL—the 
Khetri copper complex in 
Rajasthan and the Indian 
copper complex in Bihar— 
was, however, adversely affect¬ 
ed due to drastic power cuts 
and repeated disruptions in 
supplies throughout the month. 
Power has been the main limit¬ 
ing factor in production during 
the current year. 

BASF 

The directors to BASF 
India have proposed to pay a 
dividend of 20 per cent for 
1977 against 16 per cent 
paid last year. According to 
preliminary figures, the turn¬ 
over has declined from Rs 
11.58 crores to Rs 10.67 crores 
and profit before tax has 
dropped from Rs 1.98 crores to 
Rs 1.02 crores. With the tax 
liability at Rs 41.79 lakhs against 
Rs 130.60 lakhs last year, profit 
after tax is Rs 60.20 lakhs com- 
pared to the previous year's 
Rs 66.96 lakhs. After making 
certain adjustments and after 
setting aside Rs 4.81 lakhs 
(Rs 2.20 lakhs) for investment 
allowonce reserve there is a 
net surplus of Rs 57.99 lakhs 


to stand against Rs 64.99 lakhs 
of the previous year. Out of 
this, the recommended divid¬ 
end will absorb Rs 15.66 lakbs. 

Bhagawati Oxygan 

Bhagawati Oxygen has fared 
better in the first three months 
(September-December 1977) of 
the current year in view of im¬ 
proved demand from mini steel 
plants. Sales for the period 
have increased to Rs S.90 lakhs 
from Rs 1.64 lakhs in the 
corresponding quarter of the 
previous year. The company 
has, however, fared badly for 
the year ended August 1977. It 
has suffered a loss of Rs 14.91 
lakhs after providing Rs 4.26 
lakhs for depreciation and 
Rs 29.615 for preliminary and 
capital issue mysenses written 
off. The directors state that the 
working was affected by poor 
demand from mini steel plants. 

INCO 

INCO Limited announced 
recently its unaudited net earn¬ 
ings for the fourth quarter and 
year 1977. Estimated fourth- 
quarter 1977 earnings were $4.6 
million, compared with earn¬ 
ings of $60.9 million for the 
fourth quarter of 1976. The 
company’s estimated earnings 
for the year 1977 were $99.9 
million, compared with earn¬ 
ings of $196.8 million in 1976. 
Net sales for the fourth quarter 
were $534 million, compared 
with $578 million for the fourth 
quarter of 1976. Sales for the 
year 1977 totalled $1.95 billion, 
compared with $2.04 billion 
for the previous year. The 
precipitous decline in fourth 
quarter 1977 earnings from the 
same quarter of the previous 
year was due principally to 
substantially reduced deliveries 
of nickel, lower prices for 
primary nickel and copper, 
currency translation adjust¬ 
ments and a required provi¬ 
sion for separation costs related 
to employment redactions. 
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Rs. too 
GROWS TO 
Rs. 165 IN 
5 YEARS 


Who Can Buy ? 
Anybody—man, woman, student 
wage earner, pensioner, 
farmer, self-employed person. 
Any age, any calling. 
Individually or in a 
joint account 

How Much 7 
No limit—any number, 
any value. The Bonds are 
available in three convenient 
denominations: 
_ Rs. 10, Rs. 100 & Rs. 500, 

MAKE YOUR MONEY I 
MUTIPLY FASTER 
BUY NATIONAL 
DEVELOPMENT BONDS 


more and more people 
prefer to save tiirough 

NATIONAL 

DEVELOPMENT 

BONDS 


Why? Because it is a Government security, and the best one. 
Ideal for investing one's accumulated savings or tump sum 
income—bonus, gratuity, proceeds of matured life policy, 
refund, arrears and the like. 

Simplified procedure. Handsome return—13% p.a. (simple). 
Other advantages make the scheme all the more attractive. 
Savers thrive, steadily. You are one of them, surely! 

Where To Buy 7 

Anywhere, throughout the country —at a post office ' 
or a public sector bank. There is always one nearby.' 

How To Go About 7 

Just go to an Issuing Office. Fill up a form and tender cash. 

. You'll get the Bond(s) across the counter. 

Tax Benefits 

Interest up to Rs. 3,000 (along with that on other approved 
investments) free of Income Tax. No tax deduction at the time 
of payment of maturity value. Interest accrues on yearly 
basis for Income Tax purpose. 

Other Facilities 

Nomination as well as transfer from one post office/bank 
branch to another allowed. 
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Railway budget : big surplus 


RECORDS 


but marginal concessions AND 

STATISTICS 


Presenting the second successive surplus Railway budget of the Janata government 
in parliament on February 21,1978, Prof Madhu Dandavate, minister for Railways, 
announced that there would be no increase in passenger fares and freight rates. He 
also announced a few concessions for the users of railways, some steps to improve 
travel conditions for second class passengers, 'janata khana* In trains atone rupee 
only and service benefits and increased welfare activities for railway employees. 


Upholding the view that the 
prosperity of the railways should 
be shared by the users and the 
empolyees, the Railway minis¬ 
ter announced that the second 
class passengers would from 
April 1, 1978, have to pay five 
rupees only as sleeper charges 
for their entire journey irres¬ 
pective of the number of nights 
involved. 

The budget for 1978-79 
estimaUrs gross traffic receipts 
at Rs 2,220 crorcs or Rs 88 
crores more than the revised es¬ 
timates for the current financial 
year. Working expenses are 
estimated at Rs 1,701 crores. 

Surcharge on superfast ex¬ 
press trains will reduced 
from Rs 1.50 to one rupee for 
second class passengers. In 
the case cf superfast trains 
which have ceased to be super¬ 
fast, there would be no sur¬ 
charge ai all. Reservation 
charges for second class sitting 
and sleeper accommodation 
will be cut to half—from 
50 paise to 25 paise. Hill con¬ 
cession for specified stations 
would be available throughout 
the year. 

Providing Amenities 


long-distance mail and express 
trains will, in the next two to 
three years, have second class 
3-tier coaches with padded 
cushions and improved ameni¬ 
ties on the pattern of the 
*Gitanjali Express'. The minis¬ 
ter hoped that this will great¬ 
ly wean away most of the 
passengers from the first class 
to the second class. With this, 
he said, the ultimate objective 
of the railways of h|iving pre- 
dominantly one type of accom¬ 
modation in long-distance 
trains will be achieved. This 
will mean gradual doing away 
with the different classes on 
the railways. 

Double-decker Coaches 

The minister said that he 
had decided that first class 
air-conditioned accommodation 
would not be increased here¬ 
after and would be progressi¬ 
vely phased out. He also 
announced that the new type 

of cushioned second class slee- 
» 

per coaches would be provided 
in five more trains shortly and 
a majority of fast express 
trains will run with coaches 
having cushioned berths and 
back-rests and additional ame¬ 


trains would be increased to 
accommodate 200 to 330 extra 
passengers in each long-dis¬ 
tance train. This will be done 
by rationalising the composi¬ 
tion of trains. 

Janata Khana 

In response to the demand 
of the travelling public for 
supply of food at cheaper rates, 
he announced that the railways 
hed decided to supply Janata 
khana' on all major long-dis¬ 
tance trains at the rate of one 
rupee per food packet. Three 
varieties of food packets will 
be sold on trains to suit the 
tastes of people from different 
parts of the country. This 
will be in addition to the nor¬ 
mal catering arrangements on 
trains. 

Referring to the steps to be 
taken by the railways to curb 
corruption in reservations, 
Prof Dandavate announced 
that as a matter of general 
policy, only women would be 
employed as rescrvalion/book- 
ing clerks and supervisors in the 
major booking offices, starting 
with the metropolitan cities. 
He said that he was also con¬ 
sidering computerisation of 


the staff, the government, he 
said, had decided to permit 
the railways to sanction upto 
10,000 additional posts in ope¬ 
rational categories connected 
with the running of trains other 
than the running staff. It had 
also been decided to provide 
additional running staff to the 
extent of 2,700 so that the ten- 
hour duty schedule might be 
implemented completely in as 
short a time as possible on all 
trains, both passengers and 
goods. 

The Railway minister as well 
announced his decision to con- 
vert ail unmanned level cros¬ 
sings, which are potential 
hazards to safety of passengers, 
into manned level crossings. 
This will be done in a phased 
manner entirely at the cost of 
the railways. At present, the 
initial cost of manning a level 
crossing is borne by the state 
government concerned and the 
recurring costs by the railways. 

Increased Allocation 

Prof Dandavate said that he 
had approached the Planning 
Commission for increased 
financial allocation to enable 
the railways to overtake, as 
quickly as possible, the arrears 
of track renewal works in the 
interest of safe and efficient 
rail operations. 


Detailing the steps which the 
railways will take during the 
year to further improve the 
travel conditions for second 
class passengers, Prof Danda¬ 
vate said that all second class 
g^eral coaches on fast inter¬ 
city services will be provided 
with cushioned seats. All the 


nities during 1978-79. About 
400 such coaches will be manu¬ 
factured during the year. 
Starting from April, double- 
decker coaches will be pressed 
into service,on specified routes. 

Prof Dandavate also anno¬ 
unced that the passenger-carry¬ 
ing capacity of the existing 


passenger reservations in the 
four metropolitan cities to 
eliminate malpractices. 

Besides better facilities for 
the travelling public, Prof 
Dandavate announced a num¬ 
ber of steps which would ensure 
safety in train operations. In 
order to give sufficient rest to 


In consonance with Prof 
Dandavate's assertion that he 
was motivated by the democra¬ 
tic perspective of conducting 
railway administration in ftill 
cooperation with the railway 
employees and their trade 
unions, the budget has a new 
deal for the staff, which will 
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farther strengthen the existing 
good industrial relations. In 
addition to the selection grades 
already given to 50,0d0 class IV 
staff, the minister announced 
that the government had decid¬ 
ed to upgrade about 500 class 
III posts to class II. The quota 
for promotion of class II 
officers on the railways to class 
I had been enhanced from 
33-1/3 per cent to 40 per cent, 
and the grades and working 
condhions of loeo running 
staff and the running staff in 
general had been Improved. 
To meet the long-standing de¬ 
mand of the catering bearers 
working on commission basis, 
it had been decided that they 
would be absorbed as regular 
railway emfdoyees on prescrib¬ 
ed scales of pay in a phased 
manner. 

Creatbig Mote Jobs 

The Railway minister an¬ 
nounced that government had 
flilly liAed the ban on creation 
of posts, according to prescrib¬ 
ed yard-sticks, for staff direct¬ 
ly engaged in operations on 
the railways. In future, uni¬ 
forms to the staff will be sup¬ 
plied in time and appropriate 
to the season and stitched 
according to individual mea¬ 
sures, instead of present ar¬ 
rangement ofstitching uniforms 
in a few standard sizes. 

As a result of these steps, 
the Railway minister said he 
was sure to further improve 
the pmformance of the railways 
during 1978-79. 

The financial year 1977-78 
had been a year of broad ful¬ 
filment of the promises and 
assurances given to the rail- 
users and the employees, asser¬ 
ted Prof Dandavate. There 
had been a sustained improve¬ 
ment in the performance of the 
railways in regard to transport 
of both passengers and goods. 

On the basis of the improved 
performance, the levisqd esti¬ 
mates of gross IMflfc r^pts 


for 1977-18 had been placed 
at Rs 2,131 crones—an increase 
of about Rs 21 erores over the 
budget estimatel. 

Net Saving 

The Railway minister said 
that in spite df the increase 
in passenger traffic and the net 
tonne-kilometres of freight tra¬ 
ffic over the budget level, the 
revised estimates of working 
expenses, which are now plac¬ 
ed at Rs 1611 erores, indicated 
a net saving of Rs 37 erores as 
compared to the budgeted 
figure. This saving was due to 
better efficiency and tighter 
budgetary and expenditure 
control, he said. It could have 
been much more but for the 
inescapable additional expen¬ 
diture due to the increased 
dearness allowance for the 
seven months of the current 
year and increased requirement 
of fuel necessitated by running 
of more trains. Prof Danda¬ 
vate announced that the sur¬ 
plus for 1977-78 was now 
expected to be Rs 89.32 erores. 
This will be about Rs 57 erores 
higher than the budgeted 
figure of Rs 32.5 erores. The 
significant point to know, he 
said, was that the actual sur¬ 
plus generated in 1976-77 was 
Rs 87.24 erores and in 1977-78 
the surplus would be higher 
without any further increase in 
fares and freight rates and des¬ 
pite accelerated costs. 

Announcing the budget esti¬ 
mates for 1978-79, Prof Danda¬ 
vate stated that gross traffic 
receipts for the year were esti¬ 
mated at Rs 2,220 erores— 

Rs 88 erores more than the 
revised estimates for 1977-78. 
The revenue earning goods 
traffic was expected to be 222 
million tonnes or eight milli<m 
tonnes more than the revised 
target of 214 million tonnes 
for the current year. Passenger 
traffic, 08 well as earnings, 
were expected to increase by 
five per cent. 


Estimates of working exjwi* 
the minister aidi^ 
at Rs 1,^1 erores— 
about Rs 90 erores amrethan 
the revised estimates for the 
current year. The increase in 
working expenses is mainly due 
to the grant of one additional 
instalment of dearness allow¬ 
ance, revision of rates of night 
duty allowance for various 
categories of staffs implementa¬ 
tion of assurance relating to 
10-hour rule for loco running 
staff and acceptance of labour 
tribunal awards relating to 
hours of employment regula- 
dons. Increased provision has 
also been made for better 
maintenance of track and rol¬ 
ling stock and fuel require¬ 
ments for the anticipated 
increase in traffic. 

Appropriation to the De¬ 
preciation Reserve Fbnd for 
the year is Rs 145 erores, 
showing an increase of Rs 5 
erores over the provision in 
the current year. The appro¬ 
priation to the Pmsion I^nd 
will also be increased from 
Rs 40 erores in the current 
year to Rs 50 croresin 1978-79. 

Antidpated Surplus 

The Railway minister said 
that with the increase in the 
level of working expmises and 
increased appropriations to 
the fiinds, the budget for 
1978-79 was expected to yield 
a net surplus of Rs 65.43 
erores. This anticipated sur¬ 
plus will help the railways 
reduce their indebtedness to 
the general revenues from 
Rs 368.68 erores at the end of 
Match, 1978, to Rs 345.37 
erores at the end of March, 
1979. 

Prof Dandavate said that 
he was exploring avenues for 
overcoming the adverse effects 
of indebtedness. This was also 
necessary to provide an incen¬ 
tive for the railways to gene¬ 
rate more surplus which could 
be utilised for their develop¬ 


mental activities. He said that 
he was thinly or getting «n 

ind^rth stu^ made of the 
capital, structure the rail- 
smys by a committee. He 
thought that the time had 
come when the question of 
bearing heavy expenditure by 
way of soda! burdens had to 
be considered in all its aspects 
and a portion of that burden 
should be shared by the gene¬ 
ral revenues. A high-power 
official committee bas been 
appointed to examine some of 
the matters connected with 
the social burdens. Out of 
about Rs 170 erores identified 
as estimated social burdens 
daring the current year, about 
Rs 69 erores were due to some 
commodities being carried 
below cost and about Rs 21 
erores on the working of 
uneconomic branch lines. The 
balance represents loss incur¬ 
red on short distance and sub¬ 
urban passenger traffic. 

Sustained Improvement 

Referring to the traffic 
accruings to the railways. Prof 
Dandavate observed that the 
railways had witnessed a sus¬ 
tained improvement in regard 
to transport of both passen¬ 
gers and goods during 1977. 
The originating loadings had 
been consistently higher from 
month to month as compared 
to the corresponding period of 
the previous year. This impro¬ 
vement was maintained right 
upto the end of October, 
1977. In November, the 
originating loadings dropped 
below those of the correspond¬ 
ing month of the previous year 
due largely to the unprece¬ 
dented i^dones on the east 
■and west coasts which aflbeted 
the states of Tamil Nadu, 
Andhra Pradesh and Kmala, 
disrupting traffic extensively 
on three railways—southern, 
south-central and south-eastem. 
There had also been less 
oSbrings of traffic by some 
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ioduflirial seetpr^ doe to varied 
reasons. The same trend con¬ 
tinued in December alsQ. 

The cumulative originat¬ 
ing revenue loadings upto the 
end of December^ 1977, he 
said, however, had been higher 
than those in the previous 
year by 1.S7 million tonnes. 

Though the originating 
levenue-eamtng traffic had 
fallen short of the budget 
antidpatiofis, the average lead 
of traffic had shown an appre¬ 
ciable increase from 671 kilo¬ 
metres during the correspond¬ 
ing period in the previous 
year to 711 kilometres upto 
December, 1977—an Increase 
of six per cent. 

Correct Index 

The tonne-ldlometrage of 
originating revenue-earning 
freight traffic, which was the 
correct index of totality of 
railways’ performance, the 
minister said, would be higher 
than the budgeted figure by 
about 2.5 per cent and by 5,5 
per cent, as compared to the 
previous year. The revenue- 
earning net tonne-kilometrage 
of freight traffic was expected 
to be 151,940 million, as 
against the budgeted figure of 
148,280 million. Though the 
originating revenue-earning 
traffic was expected to be only 
about 214 million tonnes, as 
compared to the budget 
estimate of 220 million tonnes, 
because of the incredsed lead, 
the fall in tonnage would not 
make any appreciable dent on 
our earnings from freight 
traffic, the minister stated. 

The Railway minister said 
that the passenger traffic con¬ 
tinued to be quite buoyant. 
The increase in originating 
passengers was 5.39 per cent 
iipto December and passenger 
earnings were also 11.2 per 
t wnt more than the correspond- 

i iug period of the previous 
year. The increase in passen- 
dcr traffic receipts for 1977-78 


iiad been placed at&s 2,131 
crom or increase of about 
Rs 21 GTores over the budget 
estimates. 


up, during 1978-79, final loca¬ 
tion survey for Budge Budge- 
Namkhana line in West 
Bengal, traffic survey for 


The Railway minister said 
that the railways* annual Plan 
for 1978-79 provides Rs 535.30 
crores, including Rs 15 crores 
for metropolitan transport 
projects and in addition Rs 5 
crores to meet the working 
capital requirements for financ¬ 
ing export orders. This outlay 
was higher by Rs 51.75 crores 
than the current year’s revised 
outlay of Rs ^8.55 crores. 
The allocation for 1978-79 
included Rs 236 crores for 
rolling stock and Rs 29 crores 
for new lines. 

Prof Dandavate announced 
that the railways would take 
up the construction of three 
new lines during the year. One 
of these would be from ApCa 
to Roha as the first ^ phase of 
the proposed West Coast 
Konkan Railway, connecting 
Maharashtra, Goa and Karna¬ 
taka and providing a direct 
link with Kerala and Tamil 
Nadu. The other lines would 
be a link from Kalyani town¬ 
ship to Kalyani in We^ 
Bengal and Nadiad-Modasa 
broadguage line via Kapad- 
dvanj in Gujarat. 

It is also proposed to take 


£a3t£trt 


Domohani-Changrabandha res¬ 
toration work in West Bengal, 
and preliminary engineering- 
cum-trafiic surveys for Par- 
wadih-Karooji line in Bihar 
and Madhya Pradesh, Khalila- 
bad-Balrampur and Konch- 
Jalaun lines in Uttar Pradesh, 
and Lalitpur to Singrauli via 
Khajuraho, Satoa and Rewa 
in Madya Pradesh and Uttar 
Pradesh. 

The Railway minister assur¬ 
ed the House that stringent 
economy measures would be 
introduced to curtail avoidable 
expenditure. He said that 
instructions had been issued 
to the zonal railways to pro¬ 
gressively eliminate steam 
loco-sheds in the areas where 
a number of sections had been 
dieseJised or electrified. To 
earn additional revenue, the 
minister said that he was con¬ 
sidering a suggestion for offer¬ 
ing some of the inspection 
carriages which were popularly 
known as *'saloons’* for com¬ 
mercial purposes to tourists. 
From now onwards, the child¬ 
ren of the railway officers will 
not be entitled to travel with 
them on duty passes in train 
services. The question of 


abolishing the system of attacii- 
ment of bungalow peons to 
individual officers was also 
under review. The money 
saved by these economy 
measures would be utilised for 
providing more benefits to 
rail-users, particularly the 
second class passengers. 

Concluding his hour-long 
speech, Prof Dandavate ex¬ 
pressed his appreciation for all 
categories of railwaymen who, 
with their hard work and 
unstinted cooperation, had 
brought about improvement 
in railway operations. He said 
that the commendable per¬ 
formance of the railwaymen 
during the current financial 
year had exploded the myth 
that only enforced discipline 
of the emergency era could 
achieve better results. '‘It 
would be our constant endea¬ 
vour to keep this lifeline of the 
nation at the highest level of 
efficiency so as to make it an 
effective instrument in the 
social, economic and indus¬ 
trial development of the 
country. I am confident that 
1 will have the cooperation and 
goodwill of all the honourable 
members, rail-users and all 
railwaymen in this task of 
making our railways more 
service oriented and produc. 
tive”, the minister said. 
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The way the govemment has muddled this 
business of jute export quotas leaves a poor 
impression A its oompetenoe in handling the 
affairs of this important export industry. We 
had occasion to criticise the control of jute export 
trade in our last issue and further iuformation 
available on the subject shows that things have 
gone flrom bad to worse. It is really distressing 
to learn bow a crisis in the jute trade in Calcutta 
is gathifjpig momentum at a time when India in 
common with other sterling area countries is 
desperately short of dollars. 

What hai happened may be suocmctly 
stated as fofiows: TTie Oovomment of India 
fthlntrodticed die present pro rata achenie of 


quotas on January 10, when they announced 
that (a) evidence of concluded sales must be 
provided before quotas allotted, (b) those 
giving false information on material points 
would be liable to permanent black-listing, (c) 
export quotas would be issued only for January 
and February, and (d) provisional export quota 
slips would be issued on February 4. The last 
two conditions, it is reported, have been broken 
as the quotas were issued on February 17, and 
in case of certain mgjor consuming countries, 
they have been issued for the six months period 
ending in June. Calcutta shippers have done 
practfcally the whole of die business and have 
firm commitinents with overseas markets. 
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ftfe66RDS AND STATISTICS 


EEC scheme of generalised 
tariff preferences 

Generalised preferences mark a turning point in international trade relations, which 
have been, till now, governed by the most-favoured nation principle and the rule of 
reciprocal concessions. They represent a new departure in international relations, 
based on collaboration between developed and developing countries, and may be 
rightly considered es a major contribution towards prosperity of the poorer countries. 
These preferences constitute a significant first step In the trade context towards 
a new world economic order. 


The EEC’s generalized prefere¬ 
nces scheme came into force on 
July 1, 1971. From year to year 
the scheme has been progres¬ 
sively improved and its scope 
widened. The scheme involves 
full exemption from customs 
duties for all Don-agricultural 
manufactured goods and partial 
exemption for certain processed 
agricultural products, unrest¬ 
ricted by any ceiling. 

The implementation of the 
Generalized System of Prefe¬ 
rences (GSP) forms part of the 
Community’s attempt to achieve 
a progressive reorganisation of 
economic relations between 
industrialised and developing 
countries, along these lines, on 
more equitable and more in 
keeping with the needs of the 
modern world. In other words, 
generalised preferences are an 
instrument of development co¬ 
operation which forms an in¬ 
tegral part of the European 
Community’s other economic 
policies. 

Protracted Negotiations 


ces system. It took UNCTAD 
two more years to reach agree¬ 
ment on the main features of 
such a system (1970). 

There thus exists a single 
generalised system of preferen¬ 
ces with a number of differ¬ 
ent schemes for its implement¬ 
ation by the various countries 
which responded to the 
UNCTAD appeal. 

The dates on which these 
schemes were brought into ope¬ 
ration are given in table 
below: 

Individual mention should 
be made of Australia, which 
brought a special system of 
preferences into operation as 
early as July 1963, replacing it 
on January I, 1974 by a new 
and much wider scheme more 
closely akin to the generalised 
system adopted by the other 
donor countries. 

A number of east European 
state-trading countries also 
operate generalised preferences 
schemes. 


The tariff preferences are: 

(i) Generalised: they are nor¬ 
mally granted by all industri¬ 
alised countries; 

(ii) Non-discriminatory: they 
are granted indiscriminately to 
all developing countries; 

(iii) Independent: they are 
not the outcome of negotia¬ 
tions with the beneficiary coun¬ 
tries. 

These preferences are not 
reciprocal; the beneficiary coun¬ 
tries are not required to grant 
corresponding duty-exemption 
in return. 

Goods imported under the 
generalised preferences system 
enter the European Community 
duty-free, up to certain maxi¬ 
mum amounts (ceilings or 
quotas). Once the limit is rea¬ 
ched, the customs duties laid 
down in the Community's 
Common Customs Tariff may 
again be applied. 

The ceilings or quotas are 
calculated on the basis of a set 
amount corresponding to the 
value of imports from bene¬ 


ficiary countries in a given re¬ 
ference year. They are raised 
each year by five per cent of 
the value of imports from non¬ 
beneficiary i.e. industrialised 
countries. This five per cent 
increase is known as the '*addi- 
tionai amount**. 

The figures for 1971 were 
taken as a basis for calculating 
the tariff quotas and ceilings 
for 1974-75 and 1976. For 

1977, the reference year used 
to establish both the basic and 
the additional amount in 
calculating the ceilings was 
1974, which also served as the 
reference year for 1978. For 

1978, however, the ceiling level 
has been altered by taking 1975 
as the reference year for fixing 
the additional amount. 

Tariff Quotas 

A strict system of tariff 
quotas is applied to sensitive 
products, i.e. products in res¬ 
pect of which the Community 
industry concerned is in a weak 
position. In these cases the 
volume of preferential imports 
is allocated among the EEC 
member states in the form of 
quotas. 

To prevent the more advanc¬ 
ed or more competitive of the 
GSP beneficiary (i.e. develop¬ 
ing) countries using up the pre¬ 
ferences offered by the Com¬ 
munity to the exclusion of other 
beneficiaries, maximum country 
amounts (^‘butoirs**) are fixed 


EEC : Generalised Scheme of Preferences 


It was in 1968, at the second 
UNCTAD session in New 
Delhi, that the idea put for¬ 
ward by the European Com¬ 
munity in May 1963 at a 
GATT (General Agreement on 
Tariffs and Trade) meeting in 
Geneva gained ground and led 
to an agreement in principle to 
set up a generalised prrferen- 


European Community 

Japan 

Norway 

Finland 

Sweden 

New Zealand 

Switzerland 

Austria 

Canada 

United States of America 


July 1, 1971 Population 
August 1, 1971 „ 

October 1, 1971 
January 1, 1972 „ 

January 1, 1972 „ 

January 1, 1972 „ 

March 1, 1972 
April 1, 1972 
July 1,1974 

January 1, 1976 „ 


258,000,000 at June 30, 1974 
112,800,000 in 1976 
4,000,000 in 1976 
4,700,000 in 1976 
8 ,200,000 in 1976 
3,100,000 in 1976 
6,400,000 in 1975 
7,500,000 in 1975 
22,800,000 jn 1975 
215,100,000 in 1976 
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for each beneficiary which lay 
down a specific maximum per¬ 
centage of the quotiu or ceil¬ 
ings which may be used by any 
single beneficiary. 

In order to qualify for duty- 
exemption under the GSP, ex¬ 
porting countries must comply 
with certain rules regarding the 
origin of the goods, in parti¬ 
cular by providing certificates 
of origin. These formalities 
are intended to prevent any 
deflection of trade. For ex- 
ample» countries which are 
not covered by the Community 
preference scheme might at¬ 
tempt to avoid Community 
customs duties by routing their 
exports through beneficiary 
developing countries. The certi¬ 
ficate of origin system, although 
it may appear somewhat com- 
plex, safeguards the interests of 
the countries covered by the 
Community's GSP. 

World’s Biggest 

The European Community is 
the world’s biggest importer 
and exporter, in 1974 its im¬ 
ports from non-member coun- 
tiies totalled Eur 123,000 
million (approximately US 
$156,000 million) of which Eur 
106,000 million consisted of 
industrial goods and Eur 19,000 
million of agricultural pro¬ 
ducts. Exports from the Nine 
Community countries totalled 
Eur 109,000 million, industrial 
goods accounting for Eur 
101,200 million of this sum 
and agricultural products for 
Eur 7,800 million.^ 

In 1975 imports from non¬ 
member countries amounted 
to Eur 117,000 million, includ¬ 
ing Eur 98,000 million of indu¬ 
strial products and Eur 19,000 
million of agricultural pro¬ 
ducts. The Nine exported goods 
to the value of Eur 114,000 
million, comprftingEur 106,500 
million worth of industrial and 
Eur 7|S00 million of agricul¬ 


tural products. The total im¬ 
port and export figures for 
1976 are Eur 140,000 million 
and Eur 124,000 million res*- 
pcctivcly. 

In 1974 the Community's 
imports from developing coun¬ 
tries came to approximately 
Eur 59,000 million i.e. appro¬ 
ximately US $74,000 million. 

The corresponding totals for 
1975 and 1976 were Eur 51,000 
million and Eur 62,000 million 
respectively. 

Duty Exemption 

It is essentially this category 
of goods which the Commu. 
nity's generalised system of 
preferences tries to encourage 
by allowing duty exemption on 
imports. 

Since 1971 the volume of the 
offer on duty-free imports in 
the industrial sector-—including 
textile products—^asbeen con¬ 
siderably increased: 

Community of Six ' 

478 million u.a®. (first half of 
1971) 

1,055 million u.a. in 1972 
1,185 million u.a. in 1973 

Community of Nine: 

2,800 million u.a. in 1974 
3,080 million u.a. in 1975 
3,589 million u.a. in 1976 
4,992 million u.a. in 1977 
5,100 million u.a. in 1978 

These figures show that des¬ 
pite the recession the Com¬ 
munity has improved its offer 
each year, taking the view that 
some valid response must be 
made to the economic problems 
which have faced developing 
countries over the past few 
]^ars. The developing coun¬ 
tries have suffered even more 
than the Nine from rising 
energy costs and the world re¬ 
cession i.aod the Community 
intends to go on improving its 
offer as much as possible. 
Nevertheless, the 1978 offers 
for a number of l«roducts (iron 


and steel products, petroleum 
products, footwear and ply¬ 
wood) will be unchanged from 
1977 levels, owing to the pre¬ 
carious position of the indus¬ 
tries concerned. For products 
showing too high a growth 
rate, the rise in the ceilings will 
be limited to 50 per cent. 

The Commission is also pro¬ 
posing; 

Extension of the limited re¬ 
serve share® to all GSP in¬ 
dustrial sector tariff quotas, 
expressed in terms of value; 
More flexible administration 
of the special maximum 
country amounts; and 
For the least developed coun¬ 
tries, exemption from the 
reintroduction of customs 
duties provided for in the 
ceiling system. In 1977 these 
countries already enjoy the 
same kind of exemption in 
connection with the maxi¬ 
mum country amounts. 

The Commission also pro¬ 
poses to offer Romania pre¬ 
ferences on a number of addi¬ 
tional products, as an indica¬ 
tion of the Community's desire 
to take account of the difficult 
period that Romania is going 
through. 

Sensitive Products 

Since 1975 there has been a 
considerable reduction in the 
number of sensitive products, 
other than textiles and ECSC 
products, for which tariff quo¬ 
tas are provided under the 
GSP; 

53 in 1971 
58 in 1972 

50 in 1973 

51 in 1974 
13 in 1975 
13 in 1976 
13 in 1977 
13 in 1978 

From 1971 to 1973 there 
were 147 processed agricultural 
prdddets which came under 
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the European Community si 
generalised preferences system. 1 
The initial annual value of the | 
preferences granted in respect | 
of these products was 45 
million u.a. In 1974 the num¬ 
ber of processed agricultural 
products covered by the GSP 
was raised to 187. 

The main products concern¬ 
ed are fish meal, certain varie¬ 
ties of shrimps and prawns, 
coconut oil for industrial use, 
desiccated coconut, cocoa but¬ 
ter, soluble coffee, certain I 
categories of preserved pineap¬ 
ple and on a temporary basis, | 
Virginia flue-cured tobacco. 
The impact of the products 
covered on trade was put at 
450 million u.a., 

Progressive Coverage 

In 1975 the Community’s 
GSP covered 220 processed 
agricultural products which 
accounted for imports estimat¬ 
ed at 600 million u.a. from the 
beneficiary countries. 

In 1976 the number of pro¬ 
ducts was increased to 241, 
representing imports into the 
Community worth 1,000 mil¬ 
lion u.a. 

The 1977 GSP covered 296 
products, for which the value 
of preferential imports may be 
estimated at 1,235 million u.a. 

Most of the improvements 
represent a special effort in 
favour of products exported by 
the least developed countries 
(e.g. Virginia tobacco, spices, 
vegetable oils and certain types 
of cut flowers). 

The considerable improve¬ 
ments in the agricultural sector 
contained in the 1977 scheme 
are due largely to implementa¬ 
tion of the offer on tropical 
products made in the GATT 
multilateral trade negotiations. 
Given the present economic 
climate, it is difficult for the 
Community to go any further. 
The Commission is propos* 
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ing that a number of new pro¬ 
ducts be added to the list for 
1978: horses, including horses 
for slaughter, certain kinds of 
crustaceans and molluscs, dried 
garlic, limes, walnuts, and 
tropical fruit salads. 

This brings the number of 
processed agricultural products 
in the 1978 OSP to 305, with 
an import value of 1,300 mill¬ 
ion u.a. 

A limited reserve share is to 
be introduced for all GSP tariff 
quotas for agricultural pro¬ 
ducts. 

The tariff quotas and ceilings 
for textiles are as follows: 

19,429 t in 1971 (July-Dec.) 

39,444 t in 1972 

42,631 t in 1973 

68,205 t in 1974 

75,323 t in 1975 

79,131 tin 1976 

85,725 t in 1977 

85,725 t in 1978 

For cotton and similar pro¬ 
ducts tariff preferences were 
granted to countries which had 
signed the LTA* or accepted 
similar undertakings. This 
agreement ran from 1963, ex¬ 
piring, after an extension, on 
December 31, 1973, when it 
was replaced by the Multifibre 
Arrangement (MFA)^, which 
covered practically all textile 
products and came into force 
on^January 1, 1974. 

Provisional Formula 

The bilateral negotiations 
conducted pursuant to the 
MFA are not yet completed, 
which is why a provisional 
formula was adopted for the 
1975 preferential scheme as 
applied to textiles. The 1974 
OSP provisions for all textiles 
were renewed in 1975 and 
again in 1976, subject to a fix¬ 
ed uniform annual increase of 
five per cent in the tariff quota 
ceilings. 

The 1977 scheme establishes 


a link between the itPA and 
the GSP: 

Introduces more restrictive 
arrangements for over-com¬ 
petitive beneficiary countries 
by placing them on an equal 
footing. “Over-competitive” 
countries are those withaper 
capita income of S300 or 
more, which account for at 
least six per cent by product 
of Community imports from 
GSP beneficiaries; is more 
flexible towards the other 
beneficiaries, which include 
particularly poor countries. 
The 1977 scheme will be 
maintained for 1978; the criti¬ 
cal state of the textile industry 
in a number of regions of the 
Community has meant that the 
Commission is not proposing 
to raise the ceilings, except for 
carpets. 

Coir and Jute 

As regards coir and jute pro¬ 
ducts the tariff suspension 
granted by the Community its 
a quid pro quo for the voluntary 
restraint agreements negotiated 
with India (jute and coir) and 
Bangladesh (jute) will continue 
to be applied. 

For coir products the suspen¬ 
sion was raised on January 
1 , 1978 to 100 per cent. The 
Commission is now proposing 
to bring forward the 100 per 
cent suspension for jute pro¬ 
ducts to the same date, in res¬ 
ponse to requests from India 
and Bangladesh and in recogni¬ 
tion of the importance of ex¬ 
ports of jute products for 
these two countries. Under 
the existing agreements this 
suspension was not due to 
enter into force until July 
1978. 

Particular care has been 
taken with the rules of origin 
to accommodate the member 
countries of regional economic 
groups. The extension of the 
rules of origin is aimed at 
encouraging regional integra¬ 


tion and the Community has 
adopted a cumulative system 
for exports entering the EEC 
from ^^cornmon markets** such 
as the Central American Com¬ 
mon Market*, the Andean 
Group’ and ASEAN®. 

The Community intends to 
continue its programme of 
seminars in the beneficiary 
countries, extending it at the 
sectoral level. This programme 
is an integral part of the active 
information policy directed at 
the ofiScial authorities and 
business and trade circles in 
the beneficiary countries. 

A practical guide to facilitate 
use of the GSP has been com¬ 
piled and is now available to 
users of the system. 

The Commission is planning 
to intensify publicity on the 
GSP in order to encourage the 
fullest possible utilisation of 
the advantages granted. 

One hundred and eleven 
countries are currently bene¬ 
ficiaries of the Community’s 
GSP. 

The generalised preferences 
policy falls in with one of the 
major objectives of the Euro¬ 
pean Economic Community: 
the desire to achieve a more 
balanced distribution of the 
world’s wealth. 

The Commission’s proposals 
for the 1978 scheme of gene¬ 
ralised preferences reflect both 


a concern for fair treatment 
and a sense of responsibility. 

A sense of responsibility-— 
towards our partners and other 
countries in the developing 
world whose interests are 
bound up with ours; and fair 
treatment of the Community’s 
own economic interests. 

In the present economic cli¬ 
mate, with the prospects of a 
sustained recovery still uncer¬ 
tain, the Community has at¬ 
tempted to hold on to past 
achievements and make pro¬ 
vision for the future. The 1978 
generalised preferences scheme 
is one of measured and tangible 
improvements. 

References 

1. lEur=-$1.2S jo 1974, Sl.32 in 
1975 and $1.27 in 1976. 

2. 1971 u.a. = US$l. 

3. Tariff quotas are allocated 
among member states in the form 
of national shares. Occasionally it is 
not possible to make full use of a 
quota. So that the beneficiary sup¬ 
plier who normally exports to one 
particular member state does not 
have to switch exports to another 
member state when the national 
share is used up, a reserve share of 
about 20 per cent is established, 
which can be used by the member 
state whose national share has **run 
out**. 

4. LTA^^Long Term Agreement 
regarding International Trade in 
Cotton lextiles 

5. MFA ^ Arrangement regarding 
International Trade in Textiles 

6. Costa Rica, £1 Salvador, 
Guatemala, Honduras and Nicaragua 

7. Bolivia, Colombia, Ecuador, 
Peru and Venezuela 

8. Singapore and Thailand, Indo¬ 
nesia, Malaysia, Philippines 

—Directorate Generate, Commission 
of the European Communities* 
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Recipe for stagflation 

Ninetbbn seventy seven was a year o{ missed political opportunites for the Janata 
party, as the assembly election results have just shown. The year 1978, thanks to. the 
central budget, may well prove to be a year of mislaid economic opportunities for the 
nation. By administering the heaviest ever dose of additional taxation to the economy 
at a time when it is crying out for reflationary reductions in direct and indirect^ taxes 
Mr H.M. Patel has turned his back on the lesson that not only other countries but 
also our own country has learnt that, beyond a point, which is readily recognised 
though usually as readily ignored, taxation is an inefficient and deceptive effort at 
mobilising the community’s savings for economic growth. Thereby he has deprived 
this country of its chance of joining the expanding ranks of nations, both developed 
and developing, which are successfully putting their faith in fiscal policies geared to 
rising levels of investment and employment. 

In some sort of fairness to the Finance minister, it may be conceded that the major 
policy decisions of this budget were predictable and that most of them were in fact 
predicted. But this has not helped to lessen the shock of the actual proposals. The 
Plan outlay has been pushed up without any success being secured in curtailing the 
growth of non-development expenditure. Inevitably the people's pockets have been 
picked freely and yet the resource mobilisation attempted by the Finance minister 
falls far short of the demands of non-inflationary financing. Mr Patel may claim 
credit, if he pleases, for projecting a big budgetary deficit, following another large 
one in the current financial year, after imposing the heaviest ever dose of additional 
taxation, mostly indirect. For the economy, this means having the worst of both 
worlds. The relative price stability, which has been recently and so tentatively achieved 
is threatened by a potentially inflationary fiscal policy, unredeemed by any major tax 
concessions, which could have stimulated savings and investment or the current level 
of production, especially in industries still caught up in a recession. Ail this makes 
of this budget a recipe for stagflation. 

The Finance minister’s retort will no doubt be that the additional government 
receipts, generated whether through increased taxation or deficit financing, is not going 
to remain in its pocket, but is intended to be spent in the priority areas of develop¬ 
ment, such as agriculture, small-scale industry, rural development and power genera¬ 
tion, about the urgency and importance of which a national consensus has developed. 
This of course is not an original defence or apologia, but what is more to the point 
is that its substance almost totally disappears when it is recognised that it is precisely 
because the fund-raising exercises in the past, which are not different from the pro¬ 
posals in the present budget, had obstructed the growth of the resource base for 
development that it has become once again necessary for the Finance minister to make 
hts melodramatic appeal to the people not to grudge making sacrifices for the 
country. Who can say only religion has rituals? 

Actually the extent of the increase in the Plan outlay proposed by the Finance 
minister does not seem to justify the large government draft he seeks to make on the 
community’s income, consumption or savings. It is not necessary to deny Mr Patel 
credit for the larger provisions he has made for certain programmes of agriculture, 
rural development or power generation to be able to argue that he has committed a 
major error of judgment in denying to the industrial sector the reflationary fiscal 
impetus it must have if industrial production were to pick up or investment to stop 
stagnating. The facile assumption that a higher level of government expenditure 
would in itself provide the provocation or encouragement for the expansion of business 
activity has proved so often ^ong that it has lost credibility completely. It is only 
when the industrial sector is pirovided with specific tools for bigger or better perfor¬ 
mance that sufficient results could be expected from it. Any budget which overlooks 
this equation, as the present one does, can be neither sufficiently sincere in its objective 
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of stimulating the economy nor successful of the people. In these circumstances, he assessment of the probable extent of the 
in its pursuit of it. is really taking grave risks if he believes residual budget deficit for 1978-79 is bound 

While leaving the details of the budget that he can play with the price level. to be an even more speculation exercise 

proposals or decisions for discussion later, Last time the Finance minister said that than the similar attempts made a year 
we would point out that the concessions he was depending on the uncertain device ago. Mr Patel himself is confident that, 

offered for certain forms of savings or of drawing down foreign exchange reser- whatever the extent of the ultimate deficit, 

investment in new equity shares cannot ves for reducing the estimated budget the resulting monetary expansion could be 
even make a marginal difference to the deficit of Rs 884 crores to Rs 84 crores. controlled to an extent sufficient to evert 
central fact that personal and corporate Actually, the current financial year is now the recmergence of inflationary pressures. 

expected to wind up with a deficit of the He has also expressed his faith in the 
order of Rs 975 crores. This is an out- government’s capacity for supply manage- 
comc which cannot have surprised any- ment, thanks to the large stock of food- 
body, including Mr Patel. A budgetary grains and the availability of foreign cx- 
gap of Rs 1,050 crores is being projected change for importing essential consumer 
for the new financial year and this time goods. The cost the community must 
the Finance minister expects this deficit to necessarily pay in the form of surrendered 
be reduced by sales of government gold, opportunities of economic expansion in 
Since he has not given an indication of any but the shortest of short-terms for 
the size of this gold sales programme-- such a parcel of stop-go economic policies, 
and this kind of information necessarily however, docs not seem to worry the 
has to be withheld from the public—,thc Finance minister or the government. 


A year of unsolved problems 


The Press Information Bureau’s summary office of the Janata govcrnmenl, it was 
of the Economic Survey, presented to precisely because the processes leading to 

parliament by the Finance minister on the removal of these constraints had been 

February 23, starts with patting the in operation for some time before Janata 
government on the back for the‘‘very satis- party came to power. The question there- 
factory performance of the economy in fore is why, even in the absence of any 
1977-78". Since everybody in the present major limitations on the expansion of the 
government, from the prime minister economy, as conceded in the Economic 
downward, has been repeatedly asserting Survey, there has in lad been not much 
that the previous government had left the growth in 1977-78. 
taxation cannot indefinitely continue at economy a shambles, Mr Morarji Desai The Survey tries to side-track the issue 
the high levels they have reached without and his colleagues have succeeded pre- by arguing that the GNP has gone up by 
continuously weakening the community’s sumably in performing a major miracle five per cent, prices have been largely 
capacity to become self-reliant in the by putting the economy on its feet within stabilised, the expansion of money supply 
generation of the additional resources the period of a year. has been controlled and food and foreign 

needed to accelerate economic growth. The most notable feature of the cco.io- exchange reserves have been further 

Again, contrary to the impression which mic situation in J 977-78, says the Survey, strengthened. Thereby it tries to divert 
the Finance minister evidently wants to was the absence of any serious constraints . public attention from the unpleasant truth 
create, his excise tax proposals are bound on economic growth. Whereas in the past that, in those areas of the economy, over 
to increase industrial costs and prices over shortages of foodgrains and foreign ex- which the government has some authority 
wide areas* a development which must change had been the two major factors or influence, its performance has in fact 
necessarily have its impact on industry, which had acted as a brake on economic been poor. For instance, there is nothing 
both small-scale and large-scale and growth, the current year began with stocks to boast of in the government’s handling 
households, both rural and urban. Mr of foodgrains of 18 million tonnes, which of the problem of power shortage or 
Patel has proudly pointed to the relative rose to 20 million tonnes by the end of labour unrest. Similarly the government 
price stability reached in the latter part June, 1977. Foreign exchange reserves does not have much to show by way of 
ofthe current financial year, but be has had increased by Rs 1,371 crores in the stimulating demand for the products of 
conveniently ignored the fact that this has year ending March 1977. In other words, several industries which had been caught 
only happened after the cost of living has if there were no serious constraints on up in a recession. On the contrary, it 
risen high enough to hurt cruelly the mats economic growth during the first year in has contributed to the worsening of the 


Budget at a Glance 

(Rupees in crores) 

1977-78 1977-78 1978-79 
Budget Revised Budget 


Revenue 

receipts 

9542 

9778 

10461 

Expenditure 

9487 

9743 

(■t-)321* 

10899 

(-l-)55 (+)35 (~)438 
(+)32l* 

Capital 

receipts 

Expenditure 

5942 

6081 

5591 

6601 

6560 

(+)25* 

7518 

(—)139 (—)I010 (-)958 
(+)25* 

Total 

receipts 

15484 

15369 

17021 

Expenditure 15568 
Overall deficit 84 

16344 

975 

(-!-)346* 

18417 

1396 




(—)346* 


♦Effect of budget proposals 
Uncovered deficit 1050 
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' general industrial picture by watching help- 
I^sly thef slump which has developed in 
major industries such as textiles^ sugar or 
jute. No wonder the rate of growth of 
industriid production in 1977-78 is threa¬ 
tening to decline to a level between five 
and six per cent as compared to an incre¬ 
ase of 10.4 per cent recorded in 1976-77. 

The Economic Survey says that the de¬ 
cline in industrial production was due to 
slackening growth in important sectors 
like electricity, transport equipment, iron 
and steel, coal, cement and cotton textiles. 
According to it the factors responsible 
for such an outturn would appear to be 
power shortages, lack of capacity for 
expansion, labour unrest in certain areas 
and lack of demand for certain industries. 
Thus the government stands convicted out 
of its own mouth of having failed to at¬ 
tend properly to the various factors which 
must be looked after or encouraged if 
industrial production is to maintain steady 
and accelerating growth. 

sagging sxport rata 

Similarly, in the export sector also 
there is evidence of the government hav¬ 
ing failed to secure a grip on important 
categories of activity. While the export 
growth rate was as high as 27 per cent in 
1976-77, exports have increased only at 
the rate of nine per cent in the first eight 
months of 1977-78 as compared to 31 per 
cent in the same period in 1976-77. The 
Economic Survey conveniently emphasises 
the slow growth of the world economy, 
the restrictions imposed by developed 
countries on some of our exports and slac¬ 
kening demand from areas like the middle 
cast, but it shies at recognising the fact 
that not a few of the factors which have 
discouraged the growth of industrial pro¬ 
duction, such as power shortages and 
labour unrest, have also been interfering 
with exports. Moreover the recession in 
the domestic demand for the products of 
many industries has aflected their export 
capacities by depressing the levels of total 
activity or average productivity. While 
stressing the relevance of the generation 
of surpluses for export to the strategy of 
export promotion, many of us tend to 
ignore the fact that a viable economic 
baw is in many cases essential to stable or 
satisfactory export performance. 

The remedy for industrial revival, the 


Survey argues, lies in an increase in 
public investment which will remove some 
of the present bottlenecks and lead to a 
revival of demand particularly for capital 
goods industries. It also refers to the 
importance of increase in agricultural 
incomes and greater industrial peace as 
well as the further growth of exports. But 
it forgets that an increase in public invest¬ 
ment is by no means proved to be an 
assured formula for reviving business acti¬ 
vity. Even the governments and our 
experience of 1977-78 has shown that the 
stepping up of public expenditure has not 
helped to avert a decline in the rate of 
industrial growth. Against this background 
the Economic Survey’s advocacy of an 
increase in public investment may well be 
looked upon with a certain degree of 
suspicion. Governments, after all, are 
always interested in seeking justification 
for increased public spending especially 
because they have generally failed to arrest 
the growth of unproductive or wasteful 
expenditure. 

The Survey has noted that there has 
been an achievement of price stability 
during th| current financial year. While 
the wholesale price index had gone up by 
12 per cent during the year ended March 26, 
1977, the increase since then has been 
relatively small and is no more than 0.6 
per cent by January 21, 1978. It should 
not however be overlooked that, even if 
the price level may be tending to stabilise, 
it is doing so on a high enough plateau. 
In any case, the consumer price index 
has gone up by 5.6 per cent between 
March 1977 and December 1977, so that 
it cannot be claimed that the public has 
so far received much positive relief from 
the burden of high prices. Considering 
that the government has had large food 
and foreign exchange reserves to draw on, 
its achievement with regard to the price 


level cannot by any means be regarded as 
a sensational success, while its failure to 
stimulate industrial activity sufficiently 
roust certainly be rated as extremely dis- 
appointing. 

Moreover, the government’s continuing 
anti-inflationary policy has tended to rely 
excessively on monetary and credit restric¬ 
tions which, it must be emphasised, are also 
responsible for the decline in the rate of 
growth of industrial production for exports. 
The stagnation in investment, which has 
been officially emphasised and deplored 
repeatedly, again, is not unconnected with 
the dear and tight money policies of the 
government. It is against this background 
that the slower increase in money supply 
during the current year should be assessed. 
So far it has been only 8.7 per cent as 
compared to 12.4 per cent in the corres¬ 
ponding period of the fiscal year 1976-77. 
However the increases in bank credit to 
government have been particularly sharp 
in the current year, th? implication being 
that trade and industry have borne the 
brunt of the government’s attack on the 
expansion of money supply. Of particular 
significance in this connection is the fact 
that the rate of growth of deposits with 
the banking system has tended to be 
lower at 19.4 per cent in the current finan¬ 
cial year as compared to 21 2 per cent 
last year. In particular, the growth of 
time deposits, which normally acts as a 
contractionary influence on money supply, 
grew only by 18.5 per cent in the first 10 
months of the current year as against 25.9 
per cent in the same period in 1976-77. 
This must rudely shake the assumption 
that higher interest rates must necessarily 
be accompanied by faster growth of bank 
deposits and therefore of savings. What 
seems to be happening is that the prolong¬ 
ed operation of restrictive monetary and 
credit policies is distorting the pattern of 


Budget Number, 1978 

In its issue dated March 17, Eastern Economist will explain 
and analyse the budget policies and proposals in detail and 
make an attempt to assess their total impact on the eco> 
nomy and its future course of development. This special 
issue will include important budget papers and other 
relevant documents. : 
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savings, while probably depressing the 
overall growth of investible resources in 
the economy. 

In the coming year there may be further 
gains in the factors which the government 
considers as assets for a bold strategy of 
development, viz., the foodgrain and 
foreign exchange reserves. Since the total 
foodgrain production is expected to be 
around 121 million tonnes, an increase of 
10 million tonnes over last year's output, 
the foodgrain stocks should normally rise 
further. In the case of foreign exchange 
reserves, the rate of growth of exports 
has shown a tendency to decline, but the 
foreign remittances keep flowing in. This 
means that, although further additions to 


THt RECENT decision of the Reserve Bank 
of India that bank loans may not be 
advanced for the purchase of tractors has 
provoked protests from prospective 
buyers who usually do not have ready 
cash to buy this costly item. The deci¬ 
sion obviously is not justified in the pre¬ 
sent circumstances when every addition 
of a tractor assures intensive cultivation 
leading to increased farm productivity. It 
is becoming clear that the use of improv¬ 
ed inputs by themselves cannot yield the 
required results unless they are used with 
some precision and care. In that sense 
costly inputs in areas where irrigation is 
assured have gradually made the use of 
tractors essential. It is for this reason that 
irrigated areas in Punjab arc almost 
entirely cultivated with the help of tractors 
leading to substantial rise in produc¬ 
tivity. The state already has more than 
50,000 tractors in use which constitute 
one-fifth of the total tractors in the coun¬ 
try. The threshing of wheat crop has also 
been almost completely mechanised and 
cultivators commonly use groundnut 
diggers and potato planters. 

It is incorrect to believe that moderni¬ 
sation of agriculture causes large-scale 
unemployment. It has been observed that 
increased productivity caused by the use 
of tractors is associated with many other 
operations which have to be handled by 
human labour. In other words, there 
is a displacement of work force from 
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the foreign exchange reserves, which are 
currently around Rs 4000 crores or about 
the cost of nine months’ iinports, are not 
likely to occur to any subirtantial extent, 
the government will still have the problem 
of utilising a part of these reserves coo. 
structively for stimulating industrial acti¬ 
vity or general economic development. 
In other words, as the government moves 
into the new financial year, it will be car¬ 
rying with it many unsolved problems 
from the year that is now coming to a 
close. In this sense there is no justifica¬ 
tion for the government to looking upon 
its first year in office as a year of success 
in revitalising the economy. The time for 
jubilation is not yet. 


one type of job to another, without any 
perceptible reduction in demand for 
labour. It has also been realised that 
small and marginal farmers do not find 
it easy to maintain bullocks for cultiva¬ 
tion because these animals compete for 
the scarce output from small land hold¬ 
ings. Even for small farmers the hiring of 
tractors for cultivation not only saves the 
botheration of maintaining animals all 
the year round but also assures timely 
cultivation which is important in the con. 
text of intensive farming. 

The demand for tractors in recent years 
has shown an upward trend so that 
indigenous production improved from 
24,200 in 1973-74 to an estimated output 
of 36.000 during the year 1977-78, show¬ 
ing a rise of nearly 50 per cent in a 
period of four years. In other words 
tractor industry has achieved a rise of 
more than 10 per cent every year. During 
the next five years also the demand for 
tractors is likely to continue at the same 
rate thereby reaching around 60,000 
tractors in the year 1982-83. It may be 
observed that additional demand is not 
expected lo come from the states of 
Haryana and Punjab where the number 
of tractors rs proportionalely higher than 
the rest of the country. But the areas 
which have got irrigation facilities in 
recent years through large and medium 
sized irrigation projects are likely to 
require more tractors. The gradual elec¬ 
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trification’of villages is also empooragiiif 
the sinking of tube-wells whidh assure the 
required water and encourage the farmers 
to use valuable agricultural inputs. In 
such areas also the use of tractors daring 
peak periods would become necessary 
without causing any displacement of 
labour. 

It may be added that the import of 
tractors may gradually come to an end 
with the availability of a wide range 
within the country. A number of 
tractors was impdrted from east European 
countries on rupee payment which would 
not be possible in the coming years 
because trade with these countries is 
being shifted to convertible currencies. 

production capacity 

At present 15 units have been licensed 
for the manufacture of tractors in the 
range of 25 to 75 HP with a total annual 
capacity of 129,000 numbers. Eleven of 
these units are in production with a licens¬ 
ed and installed capacity of 102,000 
numbers and 50,000 numbers respectively. 
Additional letters of intent have also 
been issued to a few units. The present 
installed and licensed capacity, therefore, 
is sufficient to meet the demand for 
tractors during the next five years. In 
other words, no substantial capital input 
will be necessary in this industry if the 
present rate of increase in demand for 
tractors continues. 

A recent study conducted in Tamil 
Nadu had revealed that the use of trac¬ 
tors docs not cause any perceptible un¬ 
employment. It only encourages a certain 
re-adjustment on the part of landless 
labour. Moreover, the present thinking in 
the Janata party as has been clarified by the 
Home minister, Mr Charan Singh, is that 
the government does not want to encour¬ 
age too much fragmentation of holdings 
below a certain level so that the number 
of uneconomic holdings does not increase 
leading to reduced agricultural surplus. 
In fact the new development strategy of 
the Janata party to encourage village 
industries and small-scale industries in 
the rural areas would lead to a marginal 
shortage of labour in certain areas during 
peak periods of cultivation. The decision 
to discontinue the bank loan for the 
purchase of tractors, therefore, should be 
revised. 
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1 Even THOUGH the Finance minister, Mr 
H.M. Patel, has made a massive effort at 
I mobilisation of additional resources next 
[year—to the tune of as much as Rs 549.S 
Icrores—he has left an uncovered gap in 
[the 1978-79 anion budget of the order of 
[rs 1,130 crorcs. Of the Rs 549.5 crores 
1 additional receipts, Rs 499 crores will 
accrue from indirect taxation—Rs 488.6 
crores from excise levies and Rs 10.4 
crores from customs imposts—Rs 25.5 
crores from direct taxes and Rs 25 crores 
from compulsory deposits. The share of 
the states in this mobilisation will be 
Rs 95.5 crorcs. The centre, thus, will 
benefit to the extent of Rs 454 crores. 
The withdrawal of the interest tax on the 
banking industry will cost the centre near¬ 
ly Rs 108 crores and bring down the 
additional resources from the budgetary 
proposals to Rs 346 crores—Rs 321 crores 
from taxes, both direct and indirect, and 
j Rs 25 crores from compulsory deposits. 

r«v«nu« receipts 

The revenue receipts of the centre, after 
i including the additional resource mobili- 
jsation, next year are expected to be 
[around Rs 10,782 crores and capital 
> receipts, including those from compulsory 
I deposits, approximately Rs 6,585 crores. 

: The total receipts, thus, will amount to 
Rs 17,367 crores. The revised estimates 
for the current year put the revenue 
receipts at Rs 9,778 crores, as against the 
budget estimates of Rs 9,542 crores, and 
the capital receipts at Rs 5,591 crores, as 
against the budget estimates of Rs 5,942 
crores. The revised estimate of total 
receipts for the current year is Rs 15,369 
crores, as against the budget estimate of 
Rs 15,484 crores. 

The revenue disbursements next year 
fare estimated to be of the order of 
(s 10,899 crores and capital disburse¬ 


ments to the tune of Rs 7,518 crores,* as 
against the current year’s revised estimates 
of Rs 9,743 crores and Rs 6,601 crores 
and the budget estimates ofRs 9,487 
crores and Rs 6,081 crores, respectively. 
The total disbursements next year are 
estimated around Rs 18,417 crores, as 
against the Rs 16,344 crores revised 
estimate of aggregate disbursements 
during th; current year andRs 15,568 
crores budget estimate for this year. 

The overall central deficit for the cur. 
rent year is now estimated to go up from 
the budgetary figure of Rs 84 crores to as 
much as Rs 975 crores. On the above 
calculation!!, the deficit in the central 
budget next year will be Rs 1,050 crores. 
The balance Rs 80 crores deficit will 
result from the recent increase in the 
dearness allowance of government 
employees and the concessions given to 
the sugar industry. These two factors have 
not been taken into consideration while 
estimating the next year’s deficit in the 
budget documents at Rs 1,050 crores. 

massive taxation 

The massive dose of taxation, parti¬ 
cularly on the excise front, and the large 
uncovered gap between the total resources 
available and the likely expenditure to be 
incurred, .however, are officially not ex¬ 
pected to have any serious impact on the 
general price level which has tended to 
stabilise in the recent months. The official 
sources estimate the direct impact of 
indirect taxation proposals at not more 
than 0.7 per cent. 

A novel feature of the next year's 
budget proposals is an across-the-board 
increase in the excise levies. This is stated 
to have been done with a view to main¬ 
taining the inter-se balance among the 
various sectors of the economy. 

The overall deficit of Rs 1,130 crores is 


expected'tobehroughtdown to some extent 
through the sale of non-monetary gold by 
the government and concerted efforts at 
economising in non-plan expenditure. The 
non-monetary gold with the govwnment, 
accumulated over the past nearly three 
decades through local production, confis¬ 
cation of smuggled gold and receipts of 
non-repayable gold under the Gold Bond 
Scheme is estimated to be worth about 
Rs 500 crores at current prices. The 
plan expenditure next year is being raised 
from the last year’s budgeted figure of 
Rs 9,960 crores to as much as Rs 11,649 
crores (approximately by 17 per cent). In 
view of the changed priorities of the plan, 
the central plan next year will be slightly 
smaller than the aggregate plans of the 
states and the union territories. The step- 
up in the outlay on the states’ plans, as a 
whole, will be 19 per cent and that in the 
plans of the union territories 27 per cent. 
The increase in the central plan will be 
about 15 percent. 

annual plan 

In line with the Janata party’s pro. 
clamations, the next year’s annual plan 
accords higher priorities for the develop¬ 
ment of agriculture, irrigation, power and 
the rural sector. The overall Plan expendi¬ 
ture on agriculture and rural develop¬ 
ment, according to the traditional norms 
of including in it the outlay on agricul- 
ture, irrigation, flood control, and ferti¬ 
lisers, development of tribal and hill areas, 
rural roads, communications and water 
supply, 50 per cent of the total outlay on 
power, 75 per cent of the aggregate 
outlay on family planning and welfare, 
etc, will be 40.29 per cent, as against 
37.42 per cent in the current year 
and 35.32 per cent in the plan for 1976-77 
—^the last year of the Congress regime. 

Besides the development of agriculture, 
for which the Plan outlay has been raised 
by Rs 490 crores to Rs 1,754 crores next 
year, a massive effort is to be made to 
step up the dairy development programme 
at a cost of nearly Rs 500 crores. Subs¬ 
tantial increases have been made in the 
outlays for the development of fisheries 
(from Rs 33 crores this year to Rs 61 
crores next year), rural roads (from Rs 85 
crores to Rs US crores), and rura|[ water 
supply (from Rs 70 crores to Rs 105 
crores). The above increased expenditures 
have been provided in the state plans. 
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They will be supplemented by a special 
provision in the central plans to the 
extent of Rs 60 crores. 

The allocation for the development of 
rural and small-scale industries has been 
increased from Rs 145 crores this year to 
Rs 219 crores next year and for the pro¬ 
grammes for the v^elfare of scheduled 
castes and other backward classes from 
Rs 313 crores to Rs 413 crores. The addi¬ 
tional irrigation potential expected to be 
created next year is three million hectares, 
as against 2.23 million hectares this year. 
The power generation capacity is envisag¬ 
ed to be raised by 3500 MWs, as against 
2,000 MWs this year. Work on schemes 
with a total capacity of about 33,000 
MWs would be in different stages of exe¬ 
cution next year. The total generation 
capacity is expected to go up to 29,000 
MWs by March 31, 1979. 

The following are the highlights of the 
budgetary proposals for the next year: 

(i) No change in the rates of income- 
tax, wealth tax or other direct taxes; 

(ii) Increase in the rates of compulsory 
deposits by half a per cent from 4 to 4.5 
per cent for the income slab up to 
Rs 25,000; by one per cent from 10 to 11 
per cent for incomes between Rs 25,001 
and Rs 35,000; by 2J per cent from 10 
to 12.5 per cent for incomes between 
Rs 35,001 and Rs 70,000 and by three 
per cent from 12 per cent to 15 per cent 
for incomes over Rs 70,000; 

(iii) Discontinuance of the levy of a tax 
at 7 per cent on the gross amount of 
interest received by scheduled banks on 
loans and advances made in India; 

(iv) Tax-payers investing in equity 
shares of new industrial units will be 
allowed a deduction, in the computation 
of their taxable incomes, of an amount 
equal to 50 per cent of the cost of such 
shares, the maximum investment qualify¬ 
ing for this purpose being Rs 10,000; 

(v) Liberalisation of provisions relat¬ 
ing to deduction in respect of long-term 
savings through life insurance, provident 
flind contributions and other approved 
media—the quantum is being increased in 
such a way as to allow a deduction in the 
computation of taxable income of the 
whole of the first Rs 5,000 of the qualify, 
mg savings, as against Rs 4,000 at present, 


and at JO per cent for the subsequent 
Rs 6,000 and 40 per cent above that; the 
monetaiy limit of savings qualifying for 
these deductions is being increased from 
Rs 20,000 to Rs 30,000; 

(vi) Modification of the provisions 
regarding long-term capital gains; (i) 
deposits with banks made from February 
28, 1978, will not be regarded as a quali¬ 
fying mode of investment for the purpose 
of exemption; and (ii) investmenc in shares 
of Indian companies made after February 
28, 1978, will not be regarded as a quali¬ 
fying mode of investment for the purpose 
of the exemption unless the investment 
is made in equity shares of new industrial 
companies; 

(vii) Increase in the rate of initial 
depreciation allowance on the cost of new 
buildings erected by employers for their 
low-paid employees from the present 20 
per cent to 40 per cent; 

(viii) Increase in the standard deduc¬ 
tion from rents for tax purposes in respect 
of newly constructed houses from Rs 1,200 
to Rs 2,400 per unit; 

(ix) Disallowing of part of the expendi¬ 
ture on advertisement, publicity and sales 
promotions in India in computing taxable 
profits at the following rates; (i) ten per 
cent in cases where aggregate expenditure 


does not exceed one-quarter per cent 
of the turnover or gross receive of the 
business^rprofbsston; (ii) I2i per cent 
where it exceeds one-quarter per cent but 
does not exceed half a per cent of the 
turnover or gross receipts; and (iii) 15 per 
cent where expenditure exceeds half a per 
cent of the turnover or gross receipts— 
this provision does not apply to cases 
where the aggregate expenditure on adver¬ 
tisement, publicity and sales promotion 
does not exceed Rs 20,000 in a year and 
also in the case of newly established indus¬ 
trial concerns for the initial period of 
three years; 

(X) Tax deduction at source at the 
rate of 34.5 per cent on horse race win¬ 
nings in excess of Rs 2,500; 

(xi) Slight modifications in the taxation 
on Indian citizens employed abroad in 
respect of their liability under the Indian 
Income-tax Act; 

(xii) Discontinuance of export market 
development allowance after March 31, 
1978; 

(xiii) Increase in the exemption limit 
for estate duty from Rs 50,000 to 
Rs 100,000; 

(xiv) Imposition of excise duty varying 
from Rs 5 to Rs 10 a tonne on coal and 
two paisc per kwh of electricity with 
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The budget has been rearranged for the sake 
of clarity. The new sub-divisions are Defence 
Services EfTectivc : (a) Army, (b) R.I.N., 

(c) R.I.A.F. (d) Supplies and Stores: Defence 
Services—Non-effective and Defence Capital Ex¬ 
penditure. The net expenditure for 1948-49 under 
the various heads is : Army Rs. 65.52 crores, 
R.I-N. Rs. 5.65 crores, R.I.A.F.,Rs. 12.93 crores, 
Supplies and Stores Rs. 25.76 crores; Defence 
Services -Non-effective R.s. 11.22 crores and 
Defence Capital Expenditure : Rs. 14.99 crores. 
The ratio between total expenditure and defence 
expenditure is important in asmuch as it reveals 
to what extent peace-time civil requirements are 
sacrificed for maintaining a big standing army. 
Out of a total capital expenditure programme of 
Rs. 76 crores, defence capital expenditure gets 
Rs. 14.99 crores which is roughly equal to 19.5 
percent. Considering the modernisation of our 
defence forces in general and the immediate 


development which awaits the R.T.N. and the 
R.I.A.F., this ratio is reasonable. But what 
really constitutes a disproportionate burden is 
the defence expenditure charged to revenue. It 
is Rs. 121.08 crores out of a total expenditure 
of Rs. 257.37 crores—about 47 p.c. The pro¬ 
priety of such huge expenditure relatively to the 
total expenditure nearly three years after the end 
of the war calls for serious notice. A comparison 
with other countries, which have a most up-to- 
date scientific and mechanised defence system 
ani whose military interests transcend their 
national frontiers, is instructive. Information 
about the U.S.S.R. is far from precise, but one 
year back the defence expenditure in that country 
was believed to have been nearly 23 per cent of 
the total incom3. In the U.S. the percentage of 
deren:e expenditure to total expenditure in 
1947-48 was 28.4 and in the U.K. it was 28 for 
the same year, _ 
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certain >xomptioii8 foreaptiveconsamptioa 
and for agricuitunl purposes; 

(xv) 5 Increase in the general central 
excise levy firom two per cent to five per 
cent ad valorem; 

(xvi) Imposition of a special duty of 
excise at a flat rate of five per cent of the 
effective rate of basic excise duty on all 
items on which excise duties are levied; 

(xvii) Relief to farm sector: complete 
exemption from new excise levy on power 
meant for agriculture, complete exemption 
on agricultural pumps and also on pesti¬ 
cides, insecticides, weedicides and fungi¬ 
cides falling under item 68; 

(xviii) Grant of exemption from pay¬ 
ment of excise duty to small-scale units 
on their first clearance of goods up to 
Rs five lakhs in a year, covering 69 items 
including industrial raw materials and 
finished consumer items such as acids, 
gases, dyestuffs, paints, tools, soaps and 
detergents, medicines, household electrical 
goods, etc—some 24,000 units are expect¬ 
ed to benefit; 

(xix) Grant of relief from excise duty 
to whole milk powder, three-wheeled auto- 
rickshaws used as taxis; small sized refri¬ 
gerators of capacity of ]00 litres and less, 
airconditioners when used for specified 
purposes such as in research laboratories, 
power stations, hospitals and computer 
rooms; 

(xx) Reduction in the duty on feature 
films and prints of over one-year old films; 

(xxi) Exemption to newspapers fix>m 
excise duty irrespective of their circulation 
under item no 68; this exemption will also 
cover drugs; medicines, pharmaceuticals 
and drug intermediates which were so far 
paying two per cent ad valorem duty; 

(xxii) Rationalisation of the tariff 
structure relating to lubricating oils and 
greases; 

(xxiii) Modifications in the excise 
levies on coated fabrics, cigars and 
cheroots, tea waste, vegetable products 
for industrial purposes and non-cellulosic 
wastes;' 

(xxiv) Reduction in customa duties on 
specified items of capital equipment not 
produced indigenously from 40 to 25 per 
cent; 

(xxv) Reduction in the duty leviable on 
condenser tissue paper and polypropylene 


film used in the manufacture of capacitors 
by 111 and 15S per cent respectively; 

(xxvi) Incmase in the import duty on 
polyester filament yam firom 120 to 200 
per cent ad valorem; 

(xxvii) Relief in customs levies in 
respect of specified items of cinematograph 
machinery, electronic components and 
imported feature films; and 
(xxviii) Several modifications in the 
postal rates such as those pertaining to 
printed postcards, registration fee, under 
postal certificate despatches, registered 
newspaper bundles, book padcets, acknow¬ 
ledgement fee, V.P. enquiry fee, late fee, 
recorded delivery articles, recall of inland 
postal articles, etc. 


While drawing up the railway budget 
for the next year, the minister for Rail¬ 
ways, Prof Madhu Dandavate, is under¬ 
stood to have devoted a good deal of 
thought to some downward adjustments 
in the long distance passenger fares and 
freight rates on some commodities (pri¬ 
marily with a view to attracting the high¬ 
rated trafiSc to the railways), but refrained 
from making these changes at the present 
juncture lest he could he accused of pre¬ 
empting the report of the railway tariff 
enquiry committee which has commenced 
work recently. The fundamental structure 
of the railway fares and freight rates, thus, 
will have to await the report of this com¬ 
mittee. The minor reliefs Prof Dandavate 
has announced in regard to the sleeper 
charges for second class passengers, sur¬ 
charge on superfast express trains, reserva. 
tion charges for second class sitting and 
sleeping accommodation and the restora¬ 
tion of the hill concession for specified 
stations to the pre-1975 level, he thought, 
did not wholly fall within the purview of 
the above committee. Another reason for 
not proposing any significant change in 
the freight rates and fares probably was 
the still sizeable indebtedness of the rail¬ 
ways to the general revenues and the 
developmental needs of the railways. 

Regarding social burdens on the rail¬ 
ways, it is pointed out that India is the 
only country where such burdens have to 
be borne by the railway administration; 
elsewhere they are chargeable to the gene¬ 
ral revenues. Had the latter practice been 


followed In India also, the finances of 
railways and their development would 
have been in a mudi better shape. Also 
the practice of the return on capital inves¬ 
ted in the railways to be met by them 
even through borrowings from the general 
revenues, despite the railways taking over 
part of the social burdens, entails an un¬ 
due expenditure in the form of interest 
payable on the borrowings from the gene¬ 
ral revenue in years of deficit in the rail¬ 
way budget. 

* * 

According to the latest estimates, the 
expansions of the Bhilai steel plant "and 
the Bokaro project from their present 
capacities of 2.S million tonnes and 1.7 
million tonnes ingots to 4 million tonnes 
ingots each by the turn of the 1980s would 
cost Rs 1,120 crores and Rs 1,072 crores, 
respectively. The government is also con¬ 
sidering the possibility of expanding the 
Bokaro project to 4.7S million tonnes. 
The additional 0.75 million tonnes capa¬ 
city is estimated to cost Rs 115 crores. It 
is felt that through introduction of techno- 
logical modifications, the four million 
tonnes capacity of each of the two plants 
might yield somewhat larger output. 

Owing to such factors as frequent res- 
trictions/inteniptions in the supply of 
power, particularly to the Bokaro, Durga- 
pur and IlSCO works, inadequate sup¬ 
plies of coking coal both in terms of quan¬ 
tity and quality, strikes at the Dugda and 
the Bhojudhi coal washeries in October 
last and indifferent industrial relations at 
some of the plants, especially at IISCO, 
the overall output of saleable steel at the 
six integrated steelworks at Bhilai, Durga- 
pur, Rourkela, Bokaro, Jamshedpur and 
Bumpur has failed to come up accord¬ 
ing to expectations. During the 10 months 
to January 31, 1978, the total output at 
these works showed an improvement of 
only 1.2 per cent over the output during 
the corresponding period a year earlier, 
but fell short of the target by as much as 
5.9 per cent. Of the five projects in the 
public sector, namely, Bhilai, Durgapur, 
Rourkela, Bokaro and IISCO, the produc¬ 
tion of saleable steel showed a marginal 
decline duting the above period this year, 
compared to the corresponding period in 
the previous year, in the case of Bhilai 
(from 1.68 million tonnes to 1.614 million 
tonnes), Durgapur (from 0.73 million 
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tonnes to 0.723 million tonnes), and 
IISCO (from 0.42 million tonnes to 0.412 
million tonnes). There was a marginal 
increase—^flrom 0.959 million tonnes to 
0.965 million tonnes—in the case of 
Rourkela. The output at the Bokaro steel*- 
works, however, showed a marked impro¬ 
vement from 0.589 million tonnes to 
0.719 million tonnes owing to more units 
of the 1.7 million tonnes stage being com¬ 
missioned for commercial production. 
The output at the Jamshedpur works is 
stated to have been slightly better than the 
previous year's level. 

significant improvament 

The short-fall from the target during the 
whole of the current financial year, how. 
ever, may not be as much as experienced 
during the first ten months. The produc¬ 
tion during February and March is expec¬ 
ted to show a significant improvement 
owing to the increase in the supplies of 
power as weU as coking coal. The over¬ 
all daily output of coal is stated to have 
registered nearly 25 per cent increase 
during three months to January^from 
2.68 lakh tonnes to over 3.34 lakh tonnes. 

The differences between the steel plants 
and Coal Indian Limited over the judicious 
level of coal supplies to the steel plants, 
however, continue. The present differen¬ 
ces probably have their genesis in the con¬ 
troversy over the proposed import of one 
million tonnes of coking coal. Whereas 
according to Coal India sources, the sup¬ 
plies of metallurgical coal to the steel 
plants during the nine months to Decem¬ 
ber last had been 8.3 per cent more than 
In the corresponding period in the pre¬ 
vious year and should have improved 
following the above-mentioned 25 per 
cent increase in the daily output during 
the three months to January, the minis¬ 
try of Steel has stated in reply to a ques¬ 
tion in the Lok Sabha last week that 
stocks of the steel plants have come down 
to “unacceptable low levels”. In the inte¬ 
rest of buttressing its arguments in favour 
of importing one million tonnes of low 
ash coking coal, it has stated this factor 
as well as the availability of indigenous 
coal during 1978-79 falling short of increa¬ 
sed requirements substantially, besides 
the other arguments which include the 
following: 

(i) Imports of low ash coal would help 


to amil the trend of deterioration in 
quality of indigenous supplies and increa¬ 
sing ash content which have been causing 
serious technological problems at the steel 
plants. 

(ii) Blending of low ash imported coal 
would yield significant gains in producti¬ 
vity and production at the steel plants. 

(iii) The foreign exchange position is 
extremely good and we should take 
advantage of this to step up production in 
the steel sector where demand is picking 
up. Imports of some coking coal would 
also extend the life of our limited reserves 
which are non-replenishable. 

(iv) With a view to conserving the limit¬ 
ed reserves of coking coal in the country, 
it is desirable to gain experience in the 
optimum blending and use of imported 
low ash coking coal. 

(v) Due to the current recession in the 
world steel industry, the present is an 
opportune juncture for obtaining competi¬ 
tive prices for imported coal. 

It is stressed by the steel plant authori¬ 
ties that their operations are being affect¬ 
ed because of the ash content in domestic 
coal in the recent years going up to about 
20 per cent from the design norm of 
16.5/17 per cent. As a result, the ash con¬ 
tent in the blast furnace coke has increas¬ 
ed to as much as 26/28 per cent, as against 
the design specification of 22/23 per cent. 

As a sequel to Hindustan Steel Limi¬ 
ted, which owns and administers the 
Bhilai, Rourkela and Durgapur steel pro¬ 
jects and the alloy steels plant at Durga¬ 
pur, making significant profits since 
1973-74, the cumulative loss of HSL, 
which had aggregated to as much as 
Rs 250.88 crorcs by the end of 1973, came 
down to Rs 85.8 crores as on March 31, 
1977. It is expected to be substantially 
reduced further by the end of tliisyear. The 
Bokaro steelworks had accumulated by 
March 31, 1977, a loss ofRs 42,73 crores. 
By then, the total investment in HSL had 
been of the order of Rs 1,391.7 crores and 
that in Bokaro R$ 1,194.9 crores. 


The Ganga-Caavery project envisages 
pumping of water of the Ganga for about 
ISO days during the high flow period and 


Hakfng the Oaoga with the Cauveiy by a 
canal passing through the basins of the 
Sone, Narmada, Tapti, Godavari, Krishna 
and Pennar to meet partially the water 
demand of the drought-prone areas of the 
region. 

The Garland canal scheme as per its 
latest revision, comprises the following: 

(i) A Himalayan canal connecting the 
Ravi to the Brahmaputra—1,500 miles long 
1,000 ft wide and 40 ft deep with over 50 
integrated lakes (each about 30 miles x 1 
milex90 to 100 ft deep)-—along the 
southern slopes of the Himalayas at the 
elevation varying from 1,500 ft to 1,100 
ft above the mean sea level; the canal is 
proposed to be extended to 1,100 miles 
beyond the Brahmaputra with about 40 
integrated reservoirs; 

(ii) Subsidiary canals from the Hima¬ 
layan canal at right angle at intervals of 
two miles; 

(iii) Central and southern Garland canal 
about 5,800 miles long between elevation 
of 1,000 ft and 800 ft above the mean sea 
level encompassing the central plateau and 
southern peninsula, with 200 integrated 
reservoirs on the various rivers and subsi¬ 
diary canals at two miles intervals from 
the main canal; 

(iv) Connecting the Himalayan and 
Garland Canal by five pipes of 12 ft dia- 
meter each (which can be increased, if 
necessary) at two points for transfer of 
waters from the Himalayan canal; 

(v) Construction of a reservoir near 
Nagaur, in Rajasthan, with a capacity of 
300 million acre ft; and 

(vi) Storage with a capacity of 100 mil¬ 
lion acre feet on the Sone river. 

Many complex issues are involved in 
the scheme. These relate to technical 
feasibility, economic viability, legal and 
environmental aspects, etc. They are under 
study. It will take some time for the finali¬ 
sation of the view on it. The time schedule 
for the scheme as well as the investment 
to be incurred on it can be decided only 
then. 
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davp 77,515 



REGISTRATION ' 

OF 

MANUFACTURERS 
ANO \ 

PACKERS ^ 


UNDER STANDARDS 
OF WEIGHTS 
AND MEASURES 

(PACKAGED 

COMMODITIES) 

RULES 1977 


Under Rule 35 of the Standards of Weights & 
Measures (Packaged Commodities) Rules, 
1977—every individual, firm or company pre¬ 
packing any commodity for sale, disti^bution or 
delivery is required to send an application 
alongwith the registration fee of Rs. 5/- to the 
Director, Legal Metrology (Directorate of 
Weights & Measures). The fee is to be credited 


to the Pay and Accounts Officer of he Ministry 
of Civil Supplies and Cooperation, New Delhi 
by a Demand Draft payable at the State Bank 
of India, Rail Bhavan, New Delhi. The Demand 
Draft, however, should be sent to the Directo¬ 
rate of Weights & Measures alongwith an 
application for registration The application 
should be submitted in the following performa:- 


APPLICATION FORM OF REGISTRATION UNDER RULE 35 


1. Name of the applicant: ^ 

2. Complete address: - 

3. Location of the factories: 


4. Name of the commodity or commodities prepacked 
by the applicant; _ 


Signaturo 


issued bv/ Directorate of Wefghts & Measures. Ministry of Civil Supplies & Cooperatio|S*Q&vernment of India, 

Shastri Bhavan. New DelhM 10001 ^ 
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Need for technology assessment in 

Dr OwijMh Dutta Majumdar developing countries 


According to tho author who Is head of tho dopartmont of 
Electronics and Communications Sciences, Indian Statistical Institute, 
Calcutta, the concept of Technology Assessment though of recent 
origin, is highly innovative and represents a comprehensive analytical 
strategy to achieve more effective public management of national 
resources for the socio-economic or technological change. 


Even in developed countries Technology 
Assessment (TA) is a relatively new con¬ 
cept. It appears to be highly innovative 
and offers particular opportunities for im- 
proved industrial policy and decision mak¬ 
ing in developing countries. The concept 
of Technology Assessment was developed 
about ten years ago by a former Congress¬ 
man of USA, Emilio Q. Daddario, who is 
at present director of the office of Techno¬ 
logy Assessment of the US Congress. 

In Daddario's words this new analy¬ 
tic approach may be described as : 
“Technology Assessment is a form of 
policy research which provides a balanced 
appraisal to the policy-maker. It identi¬ 
fies policy issues, assesses the impact of 
alternative courses of action, and present 
findings. It is a method of analysis that 
systematically appraises the nature, signi¬ 
ficance, status and merit of the techno¬ 
logical programme. It is designed to 
uncover three types of consequences— 
desirable, undesirable and uncertain. The 
focus of TA will be on those consequen¬ 
ces that can be predicted with a useful 
degree of probability.** 

widespread confusion 

In spite of this lucid description from 
the founding father of this concept there 
exists a widespread confusion in the 
literature on the subject. As for example 
some people consider TA to be synony¬ 
mous with technological forecasting, 
engineering feasibility, market research, 
cost-benefit analysis, technology transfer, 
technology diffusion or environmental 
impact assessment or an independent 
academic discipline. 

In my opinion it represents a com¬ 
prehensive analytic strategy to achieve 
more effective public management of 


the national resources for the socio¬ 
economic and technological change. The 
analysis should include short-term require¬ 
ments and impacts and long-term conse¬ 
quences on society in the fields of 
economy, the physical environment, insti¬ 
tutions, culture, the social structure, 
ethical and moral values and the law. 
The major objective of such study, of 
course, is to enable policy planning bodies 
and decision makers to determine how 
best they could employ various policy 
interventions during preliminary phases 
to better ensure its socio-economic desir¬ 
ability. 

In the last five years or so Compre¬ 
hensive Technology Assessment have been 


POINT 

OF 

VIEW 


carried out on very diverse fields such as 
the artificial heart, the antomobile, the off¬ 
shore oil drilling, the inter-city transporta¬ 
tion system, cloud seeding and the video 
phone system. 

Though science and techonology are 
definitely the quintessence of the good 
life in our civilisation, there is a growing 
awareness today, about the unanticipated 
and unwelcome social costs of various 
technological achievements. Some of them 
are radioactive waste disposal of nuclear 
power plants, invasion of privacy by elec¬ 
tronic computer technology, noise pollu¬ 
tion by supersonic airplane, air pollution 
by automobile, demise of wildlife because 
of pesticides, and possibility of changmg 


the sex ratio in a population by amino- 
centesis etc. 

The primary utility of TA is that it may 
provide an early warning based on some 
mathematically systematic evaluation 
about the introduction of the new techno¬ 
logy. For example a comprehensive TA 
conducted on birth control pill in ‘fifties 
would have alerted the health planners 
and decision makers to the advisability 
of conducting further field tests on 
biological side effects and other aspects. 

Interdisciplinary effort 

In the present state of the art of TA 
practices there exists a battery of tools and 
techniques which can be carried out with 
the halo of suitable mathematical method, 
such as dynamic modelling, cross impact 
analysis, factor analysis, opinion surveys, 
sensitivity analysis, input-output analysis, 
Delphi etc. which are derived from 
different systems fields such as, systems 
analysis, operations research, psychology, 
management sciences, economics and 
engineering. A comprehensive study will 
have to examine specific technology being 
assessed with microaltcrnatives and macro¬ 
alternatives. By microalternatives we 
mean specific alternatives including the 
sizes to achieve the same purpose and by 
macroalternatives we mean system alter¬ 
natives which approach the problem in a 
different way. It is obvious that TA as 
we have expounded is a multidisciplinary 
effort. But it is also an interdisciplinary 
effort as the study must inclu^ the 
complex interactions among the various 
disciplines. 

At this stage it should be noted that 
Technology Assessment offers no panacea 
to the complex societal problems, it only 
offers a coherent framework, for examin¬ 
ing what is needed to bring about more 
orderly and effective societal change, for 
identifying potential problems resulting 
from the introduction of technologies and 
for developing policies to ameliorate. 
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eliminate or dteopvent uadeniMWe 
impacti and coaseqpmoM^ and help in 
sonnounting the more costly type of 
errors. When, in. advanced countries 
acceptmiee of TA concept is gaining mo* 
mentum after committing many costly 
mistakes, we in the developing world can 
probably avoid those and many more 
mistakes. The government should therefore 
think of incorporating Technology Assess- 


meat boards and offlcea at different 
levels of polk^ formulations, 

Rafaranets 

1. K.E. Bouhting; **Towards A Oeneral Theory 
of Growth**, Oeneral Systemi; Vol. I: Pp. 66<75; 
1956. 

2. D. Sahal; **System Complexity : Its Con¬ 
ception and Measurement in the Design of Engi¬ 
neering System’*; IBEB Trans. Systems; Man. 
Cyberneltcs; Yol. SMC-6, Pp 440-445; 1976. 


3. C.C. Walker; **Behavlour of a Class of 
Complex Systems: The Bf&ct of System Size'*; J. 
Cybernetics; Vol. 1; Pp 55-67; 1971. 

4. Dwijesh Dutta Majumder; '^Cybernetics, A 
Scienoc of Engineering and Biology** Oybemetica, 
Review of the International Association for 
Cybernetics, Namur (Belgium), Vol. 18, No. 3; 
1975; Pp 201-205. 

5. S.R. Arrstein; "Technology Assesment Op¬ 
portunities and Obstacles": IBEB Trans. Systems; 
Man, Cybernetics, Vol. SMC-?; No. 8; August 
1977; Pp 571-575. 


Engineering industry in the 

P. K. Nanda development process 


In thBM extracts from a paper presented by Mr P. K. Nanda of the 
Association of Indian Engineering Industry to the Third International 
Seminar of Economic Journalists hold in New Delhi recently! the 
role of the engineering industry in national Industrial development 
and international economic cooperation Is discussed with particular 
reference to the progress of this induadH^in our country. 


Economic development, whether in ad¬ 
vanced or backward nations, has meant 
no more than the generation of value- 
added. The process involves the creation 
of surplus for further investment. The 
development of a nation fiom a primitive 
agricultural society to an advanced 
industral state is marked by the rise in 
the use of technically sophisticated, capital 
intensive and intricate means of produc¬ 
tion for adding more value. With the 
spread of the industrial revolution, the 
concept of "mechanical advantage*’ was 
extended to all spheres of activity and 
"machines*’ came to be used extensively 
to increase the productivity of the basic 
factors of production—natural resources 
and labour. Engineering equipments 
became an inseparable part of any pro. 
duction system. 

The need for higher rates of capital 
formation saw the rapid expansion of the 
engineering industry. Today in any eco¬ 
nomy, the engineering industry has the 
most elaborate intersectoral relationships, 
a great degree of backward and forward 
linkages, and greater substantial inter¬ 
dependence between agriculture and indus¬ 
try. Therefore, it acts both as a path-finder 
and as a pace-setter to any development 
process. 

Capital and technology are inextricably 
linked with the^ enfinCgrigg industry. It 


is mainly these two factors which diffe¬ 
rentiate an underdeveloped economy from 
a developed one. The lack of investible 
capital in an underdeveloped economy 
hampers further capital formation and 
technological change. The developed 
states, on the other hand, have reached 
high levels of capital formation and even 
the quick pace of technical progress can¬ 
not cope with the diminishing rates of 
returns. New frontiers and virgin terri¬ 
tories have thus been the only answer to 
the further advancement of developed 
countries. 

Similar to the flow of water from a 
higher to a lower level, the supply 
shortages in the poor nations and demand 
constraints of the advanced ones have 
initiated the international flow of capital 
and of technology. The development of 
backw’ard areas has become an integral 
part of the growth of advanced states. 
Economic trade, exchance and mutual 
dependence is a part of the world order 
today. 

Thus, the advance of the engineering 
industry and the growth of international 
cooperation have been the main corner¬ 
stones of modem economic growth. 

In all the economies whatever be their 
system, the engineering industries have 
emerged as die fastest growing sector. 
Electrical machinery and transport equip¬ 


ment industries have experienced the 
most rapid progress. Growth in metal 
product industries has also been relatively 
high. The growth in basic metal indus¬ 
tries, though quite high in developing and 
planned economies, have been low in the 
developed economies, probably signifying 
their stages of saturation. The variance 
between the growth of various sectors has 
been more marked in developing and 
planned economies: 


(per cent growth 1975 
over 1970) 


Developing 

market 

economies 

Centrally World 
planned 
economies 

Electrical 



machinery 90 

73 

36 

Transport 



equipment 92 

70 

30 

Metal products 72 

70 

33 

Basic metal 42 

39 

13 

Manufacturing 40 

33 

25 

All industry 35 

31 

24 


(Source : UN Yearbook). 


Last, cross-section studies reveal that 
there is also a high degree of correlation 
between the growth of engineering 
industry, measured by the production of 
steel and the extent of economic develop, 
meat, measured by per capita national 
income, as can be seen from Table I. 

Having looked into the importance of 
engineering industry and international co¬ 
operation, we study the case of India, 
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which provides a synchronisation of the 
various economic systems. It is a com* 
bination of market forces and planning, 
private enterprise and state control, self- 
reliance and economic dependence and 
developed, though not always advanced 
technology. 

Table 1 

Correlation between Steel Production 
and Economic Development 



Per Capita 

Steel Production 


(US J) 
ONP 





Total 

Per Capita 



(*000 

(kg) 



MT) 


United States 6670 

132018 

623 

Germany FRG 6260 

53233 

858 

Canada 

6190 

13593 

605 

Netherlands 

5250 

5833 

431 

UK 

3590 

22504 

402 

Hungary 

2180 

3500 

335 

Bulgaria 

1780 

2300 

265 

India 

140 

6966 

12 


The post-independence development 
strategy was based on the philosophy of 
mixed economy. The private sector was 
allowed to operate while the public sector 
took the commanding heights and the 
public utilities. The planning process 
guided the economy to growth with social 
justice and the various government poli¬ 
cies controlled the private sector. At the 
initial stages, the bias was towards heavy 
industry and infrastructure development, 
which gradually gave impetus to the con¬ 
sumer goods industry also. The develop¬ 
ment of the small-scale industry provided 
the answer to the limited market and capi¬ 
tal and to the employment problem. The 
growth of the large scale industry was 
pampered wherever there were efficiencies 
of scale. 

There were, however, some snags in the 
implementation of the policy. The best 
ratios, assumed for planning, were never 
attained in reality. Policies pursued 
sometimes ran counter to each other and 
thus thwarted the growth process. There 
was an obvious bias for self-reliance at 
various phases of development with strict 
control on the import of capital and 


technoh^. This had ttvo ben^ial 
effects : first, the devdopmcnt of domestic 
technology and second, the flow of 
foreign msources to only deserving pro¬ 
jects. Such monitoring of international 
flow of resources struck an optimum 
balance between self-reliance and econo¬ 
mic dependence. As a result, India is 
fairly self-sufScient today as far as techno¬ 
logy is concerned. 

In the area of international dependence, 
the Indian example is unique. Its politi¬ 
cal belief in “non-alignment” was reflec¬ 
ted in its economic activity also. Donors 
to India included the capitalist nations, 
the socialist bloc, the world bodies and 
even Third World countries. Another 
important feature was the use of foreign 
capital and technology for developing the 
infrastructure for the engineering indus¬ 
try. Steel, for example, got utmost 
priority and this paved the way fi||||||the 
development of the engineering indusuy. 
Foreign economic inflows were suitably 
used by India to build the base for self 
reliance. 

creditor country 

Today, the engineering industry has not 
only succeeded in substituting most Im¬ 
ports but through growing exports has put 
India on the'creditors’list. In the post¬ 
oil crisis period when all other countries 
found their trading position jeopardised, 
engineering exports helped India to 
achieve a positive balance of payment 
position. India today is not only the 
10th largest industrial nation but is also 
in the process of aiding development in 
other relatively underdeveloped countries. 
External assistance extended by India has 
been showing a rising trend : 


(Rs. million) 



Authorised 

Utilised 

Up to 1961 

300 

290 

1961-1968 

970 

830 

1969-1974 

3090 

2490 

1975 

500 

440 

1976 

710 

610 


Source : Reserve Bank of India 

We now tom to the engineering indus¬ 
try in India, which has been instrumental 


in pIaciafilildla1iiaa-«dT8iitageotts posi¬ 
tion in file hRmuafional sjriiere. 

Over the last two decades, the engineer¬ 
ing industiy in India has witnessed 
spectacular development. Thepq^h^ 
pendence development strategy was aimed 
at rapid industrialisation with a bias to¬ 
wards heavy industry, and this, in turn, 
called for high technologicai capabilities. 
The engineering industry provided the 
answer and it became the tool for develop¬ 
ment in all sfflieres and acted as the pivot 
of the Indian development process. 

In the period 1962-75, the share of the 
engineering industry in the manufacturing 
sector has shown the following growth: 

(Percentages) 



1962 

1975 

Share in output 

17 

30 

Share in employment 

20 

29 

Share in value-added 

20 

35 


It should be noted that the growth in 
value-added has been relatively higher 
than the growth in both output and 
employment. This must be appreciated 
in the light of the fact that the share in 
national income of value-added by all 
manufacturing industries, has over the 
same period, increased from IS percent 
to 17 per cent. 

Even during the period 1971-76, when 
the world economy was hit by one of the 
worst recessions, the Indian engineering 
industry grew at an average rate of six per 
cent per annum. During the same period 
the manufacturing sector and the Indian 
economy grew at four per cent per annum 
and three per cent per annum respectively. 
The engineering industry was responsible 
for maintaining the pace of industrialisa¬ 
tion and thus ensuring an overall econo¬ 
mic growth. 

The capacity utilisation in the engineer¬ 
ing industry would appear to be higher 
than the average for all industries. This 
signifies the better utilisation of installed 
capital resources by the engineering indus¬ 
try in a capital-scarce economy like ours. 

Though there is a slight concentration 

engineering indnstrim in the states of 
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Malm^tta, 'Mfiest Beagid, Tamil Nadu 
and ESbar, its positioa in other states is 
also iignificaat (Table II). The distri- 

4 Table II 

Share of SngineeriaK Itadustry la Indns* 
trial Actirify withia Each State—1973-74 

(% of total industry) 



g 


S 

I 


I § 

II 

•§1 


Andhra 

18 

13 

14 

20 

Pradesh 

Assam 

55 

17 

5 

9 

Bihar 

27 

30 

41 

44 

Haryana 

65 

48 

27 

39 

Gujarat 

6 

8 

6 

8 

Himachal 

4 

21 

13 

23 

Pradesh 

Karnataka 

29 

27 

30 

37 

Kerala 

9 

6 

7 

7 

Madhya 

51 

28 

36 

45 

Pradesh 

Maharashtra 

16 

17 

17 

19 

Orissa 

50 

30 

46 

49 

Punjab 

5 

13 

14 

17 

Rajasthan 

11 

16 

15 

19 

Tamil Nadu 

16 

19 

20 

26 

Uttar Pradesh 

13 

IS 

15 

22 

West Bengal 

30 

19 

24 

24 

Delhi 

4 

10 

9 

11 

Goa, Daman, 

7 

39 

21 

28 

Diu 

All India 

29 

30 

31 

34 


bution of engineering industry by states 
is also shown in Table III. Even in 
relatively underdeveloped states, the engi¬ 
neering industry has a significant share 
in the industrial activity. The engineering 
industry accounts for SS per cent of the 
productive capital in Assam, 40 per cent 
of the employment in Qoa, 46 per cent of 
the output in Orissa and 4S per cent of the 
value-added in Madhya Pradedi. 

The aduevement of the.. Indian,engi¬ 
neering industiy is hot mtficted to the 


private sector only but extends to the 
public sector as well. It accounts for 
nearly 42 per cent of the investment in 
c^al puWc sector undertakings. It 
also accounts for 30 per cent of the 
employment in industries in the puUic 
sector. The output of the engineeritig units 
in the public sector is around Rs 24,300 
million. 

In a capital-scarce labour suridus 
economy like ours, the engineering indus¬ 
try has helped in efiBcient utilisation of 
factor-resources. Compared to manufac¬ 
turing industries as a whole, the engineer¬ 
ing industry has a favourable capital 
output ratio, signifying more output from 
the same capital invested. Its capital- 
labour ratio is favourable indicating more 
employment, generation from a given 
capital base and the value-added per 


employee is also higher signifying higher 
productivity. 


Engineer- 

All manu- 

ing 

facturing 

industry 

industry 

Gapitai/Output ratio 0.5 

0.7 

Capltai/Labour ratio 2.2 

3.0 

Value-added per 


employee (Rs.) 12322 

10046 


(Computed from Annual Survey of 
Industries 1974-7^. 

However, in specific cases, the techno¬ 
logy in the engineering industry has to be 
capital-intensive for the sake of opera¬ 
tional efiiciency. Even in such cases, the 
productivity of capital (specially at the 
margin) is higher than the ^temate 

EllI 


Relative Shares of States in Enghteerisig Activity ' 

(% to all India totals) 



Productive 

capital 

Invested 

capita] 

Employment 

Total 

output 

Value 

added 

Andhra Pradesh 

3.0 

4.2 

2.9 

2.6 

2.9 

Assam 

2.5 

1.9 

0.8 

0.2 

0.4 

Bihar 

6.5 

6.3 

4.7 

6.5 

6.3 

Haryana 

6.2 

5.2 

3.9 

2.1 

2.4 

Gujarat 

1.6 

1.6 

2.4 

1.9 

2.1 

Himachal Pradesh 

0.1 

Negl. 

0.3 

0.1 

0.1 

Karnataka 

4.5 

3.9 

4.7 

4.1 

5.5 

Kerala 

1.0 

0.8 

0.8 

0.6 

0.6 

Madhya Pradesh 

11.1 

9.4 

3.9 

5.3 

6.4 

Maharashtra 

10.2 

11.6 

10.6 

13.9 

14.7 

Orissa 

6.1 

5.8 

1.7 

2.3 

2.8 

PunjaJ) 

0.5 

0.6 

1.1 

1.5 

1.1 

Rajasthan 

1.2 

1.1 

1.1 

1.0 

1.0 

Tamil Nadu 

4.7 

5.1 

6.2 

6.2 

7.2 

Uttar Pradesh 

4.9 

5.3 

4.5 

3.5 

4.1 

West Bengal 

10.7 

10.5 

9.7 

9.2 

9.4 

Delhi 

0.2 

0.2 

0.6 

0.5 

0.5 

Goa, Daman, Diu 

0.1 

0.1 

0.2 

0.1 

0.1 

ALL INDIA 

100.0 

100.0 

100.0 

100.0 

100.0 


Note: The figures do not add up to 100.0, due to the fact that information was not 
available for a few states/union territories and with the states included 
above, information was not separately available for some of the industries 
and dterefore could not be covered in the analysis. 

Source: Annual Survey of Industries, 1973-74, Central Statistical Organisation. 
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technologies available. Such rational use 
of capital is not only desired but is 
necessary for longer term objectives of 
rapid industrialisation, export promotion 
and import substitution. 

The engineering industry has made 
significant contribution to the small-scale 
sector. It accounts for 45 per cent of 
employment, 52 per cent of investment, 
49 per cent of output and 46 per cent of 
value-added in the small-scale sector. 
Even of the 177 items hitherto reserved 
exclusively for the manufacture in small- 
scale level, 134 were engineering items. 
In the latest policy, such reservation has 
been extended to 251 industries out of a 
total of 504. The growth of engineering 
industries in the period 1972-75 at 
116 per cent, has been higher than that 
for other industries at 98 per cent. As a 
result, the share of engineering industry 
rose fi’om 48 per cent to 53 per cent in the 
same period. The productivity and 
return on capital of the engineering indus¬ 
try are also relatively favourable. 


Engi¬ 

All 

neering 

indus¬ 

industry 

try 


Productivity (value- 
added per employee 


in Rs) 

5246 

5087 

Ratio of gross output 



to fixed capital 

2.5 

2.4 

Ratio of value added 



to fixed capital 

0.8 

0.7 


Source: Report on the Census of SSI 


The role of the engineering industry in 
accelerating the process of development in 
other sectors is also substantial. Through 
its backward and forward linkages, which 
is the maximum compared to any other 
industry, it not only supplies inputs to 
other sectors but also creates demand 
and thus ensures growth in the output of 
other sectors. The contribution of the 
electrical and transport equipment indus¬ 
tries to the infrastructure of the country 
is well known. The agricultural tractors, 
pump sets and other farm machinery are 
today helping even the smallest of the 
farmers. The small electric motors, 
sewing machines and other appliances are 
inextricably linked even with the tradi¬ 


tional vilue craAsmaa in the various 
cottage industries. The engineering 
industry has indeed soccessAilly blended 
the wonder of India's tradition with that 
of modem science. Needless to say, 
engineering industry has also helped con¬ 
siderably to improve the quality of life. 
Cycles, torches, transistors, lanterns and 
watches are common household items 
even in the remotest of Indian villages. 

a suceasa atory 

Moreover, the story of engineering 
exports is a story of success. Exports of 
engineering products more than doubled 
in the short span of four years, 1973 to 
1976. Its share in total export grew from 
seven per cent to 11 per cent over the 
same period. The growth in the export 
of engineering goods reflects the sophis¬ 
tication and diversification in the domes¬ 
tic industrial base. Exports now comprise 
diverse plants and equipment including 
design engineering, fabrication and erec¬ 
tion of whole industrial and infrastructure 
projects. 

There has also been gradual diversi¬ 
fication in terms of both products and 
territories. The spread of engineering 
export by territories is shown below: 


(Rs million) 


1973- 1974- 1975- 1976- 
74 75 76 77 

Asia and Africa 

1320 2500 

2960 3960 

America and 



West Europe 

380 670 

740 1050 

East Europe 

180 210 

300 380 

Others 

50 no 

80 no 

Total 

1930 3490 

4080 5500 


Source: EEPC Handbook 


On the other hand, there was a sizeable 
deceleration in the growth of imports 
during 1976-77 due to the growing trend 
of domestic production. In this year 
imports of iron and steel and non-ferrous 
metals dropped by 28 per cent and 45 per 
cent respectively. There have been various 
other examples of total and partial import 
substitution. 

The Indian riigineeriag industry has 
been partner In joint ventures abroad. 


The industiy in India Is now in a posilioa 
not Only to fstaUish complex industries 
without technical assistance from foreign 
manufacturers, but is also equipped to 
offer a wide range of consultancy lefviccs 
to developing countries for the implemen¬ 
tation of industrial schemes. The countries 
in the middle east specially have ofifored 
great potential, mainly in infrastructural 
projects. Joint projects extend to developed 
countries too, for e.xample, machine tools 
in West Germany, electrical machinery in 
the USA. and, even engineering consul¬ 
tancy in the USA. The technical compe¬ 
tence of the Indian engineering industry is 
an accepted fact now The share of engi¬ 
neering industries in total Indian joint 
ventures abroad is as follows: 



In produc. Under imple- 


tion 

mentation 

Total 

68 

108 

Engineering 

28 

52 

Share of engineering 42% 

48% 


Source: IlC. 


The engineering industry in India has 
interacted with the world bodies for the 
development of trade and exchange. The 
Association of Indian Engineering Industry 
(AIEI) had played a crucial role in this 
development. It has set up a coordination 
forum and facilities with international 
agencies like UNIDO, ADB, etc, has 
started to establish international offices 
for information exchange and trade 
enquiries and has given a new dimension 
to export promotion and marketing by 
organising the first, and now the second, 
Indian Engineering Trade Fair. It has 
also sponsored a series of trade missions 
to selected countries. The first trade 
mission covered Kenya, Zambia, Egypt 
and Libya. The second mission covert 
Iran, Iraq and Kuwait. The third mission 
visited Indonesia and Australia. The 
fourth, led by the president AIEI, visited 
Malaysia, the Philippines, Thaiiand and 
Singapore. 

Indian engineering exports are finding 
major areas of opportunity in the various 
projects in the developing countries of 
south-east Asia, Africa, west Asia, ietc 
which are being financed by the World 
Bank, the IDA, the ADB and other 
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fioanc^l institutions. These projects are 
oireridg tremendous scope to firms and 
consultants to undertake turnkey projects 
and supply machinery, equipment and 
services. The AIEI maintains liaison 
between the exporter and the world bodies 
including ESCAP. 

The Indian engineering industry has 
faced several hurdles and bottlenecks in 
the course of its development. We have 
seen that an important objective of indus¬ 
trialisation in general and development of 
the engineering industry in particular has 
been to iron out economic fluctuations 
arising from agricultural cycles. Yet, 
paradoxically, during the early stages of 
economic development it is precisely these 
cycles that have a dampening effect on 
the growth of industry because of the 
latter’s dependence on the agricultural 
sector for both inputs and markets. India 
has been no exception. Only now are 
signs that the economy has advanced 
sufficiently so that industry is beginning 
to be immune to agricultural fluctuations. 

Second, while in conception today's 
policy of “mixed economy” was right, 
there have been problems arising from its 
detailed implementation. In working out 
sector-wise developmental programmes, 
the input-output balances have often not 
been worked out carefully enough. Doctri¬ 
naire emphasis on the small-scaleand public 
sectors have led to imbalances. Poor 
management of the public sector has led 
to shortage of vital inputs. 

a retarding factor 

Consequently, intersectoral bottlenecks 
also have acted as a retarding factor. 
Short supply of crucial raw material and 
power had a braking effect not only from 
the supply side but also from the effect on 
demand due to the depressions it had on 
industrial activity. The strict control of 
import was also a negative factor. 

Fourth, the fiscal policy in particular 
had failed to be a catalyst to industrial 
growth. It had, with the high rates of 
levies, shrunk the domestic demand. It was 
responsible for the transfer of investible 
surplus from industry into other unpro¬ 
ductive sectors. This transfer of savings 
has been a great set-back for Indian 
industry, particularly engineering with its 
relatively high capital intensity. 


Fifth, the choice of technology and the 
scale of operation has not always been 
optimum and the govemment policies are 
mainly responsible for this. The public/ 
private sectors and the small/iarge Indus¬ 
tries have not always acted as complemen¬ 
tary to each other. 

Sixth, the excessive, and generally 
bureaucratic bias for self-reliance and the 
apathy towards foreign capital and techno¬ 
logy has probably had an opportunity 
cost in terms of growth. 

Last, there have been social and politi¬ 
cal barriers. Lack of education and 
scientific knowledge among the masses 
restricted the market for industrial goods. 
The high degree of poverty curtailed pur¬ 
chasing power. Labour unrest has also 
been a chronic malady. 

In spite of these factors the engineering 
industry has shown spectacular achieve¬ 
ments and has generated the process of 
industrial development in India. 

tasks ahead 

The development of the backward 
countries ** warrants the pacing up of the 
rate of capital formation. Among the 
various alternatives, rapid industrialisation 
provides the quickest solution. As discus¬ 
sed, the engineering industry is the hub of 
any industrialisation process. The rapid 
development of the engineering industry is 
the xine qua non for breaking the vicious 
circle of poverty in the Third World 
countries. 

The constraints on capital and techno¬ 
logy in these countries hamper the progress 
of the engineering industry and hence the 
need for international economic coopera¬ 
tion. Such cooperation, as we have dis- 
cussed,j*s of mutual benefit without which 
a global stagnancy might wdl occur. 

Regarding the tasks of such cooperation, 
the following points are for consideration: 

(i) The international supply of capital 
is too meagre compared to demand and 
hence should be rationed. It should flow 
into sectors which provie the best returns, 
at the margin, to this investment. The 
engineering industry with its input-output 
linkages provides a solution, and invest¬ 
ment in this industry has a multiplier 
effect. Flow of investible capital to other 
sectors might not produce the desired 
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result and could generate serious infiition 
and imbalances. 

(ii) The flow of technology should be 
such that it suits the capital-labour inten¬ 
sity of the importing country. This is a 
must for minimising factor cost. In this 
area the intermediate economies could 
provide a more suitable technology to the 
backward economies. 

comparative advantago 

(iii) International exchange should be 
based on the principle of multilateral com¬ 
parative advantages. Each factor should 
emanate from the source which is the 
cheapest. It should be borne in mind that 
the countries that provide the cheapest 
source of capital might not be the source 
of the minimum cost technology. Only on 
this basis can the underdeveloped count¬ 
ries achieve the “least cost path” of deve. 
lopment. 

(iv) Ensuring stability from fluctuations 
is yet another task for the new inter- 
national order. This could be achieved 
through world buffers, commodity loans 
and development of substitutes. Such 
stability is again of mutual benefit. 

(v) Closely i elated to the above is the 
question of international inflation. Arti¬ 
ficial bottlenecks and “export” of inflation 
require special attention from world co¬ 
ordinating institutions. 

(vi) In underdeveloped countries of 
today, areas requiring intensive support 
are: 

(a) lofrastrocture: Expenditure on 
“social overheads” is beyond the means 
of most developing countries. The deve¬ 
lopment of such overheads, however, is a 
pre-condition for growth. Areas of interest 
arc power, transport, communication. 

(b) Engineering industry: As already 
discussed. 

(c) Agriculture: As underdeveloped 
countries are mostly agricultural, a growth 
in productivity in this sector is crucial for 
maintaining the intersectoral balance. 
Irrigation and processing should get 
maximum thrust. 

(d) Export: Development of exports 
is necessary to equate the balance of pay¬ 
ment with high inflow of developmental 
resources. 

(e) Science and technology: Develop- 
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merit of scientific education to ensure 

growth of domestic technology. 

(vii) Expansion of market ^ To benefit 
from the efficiencies of scale there should 
be greater economic integration, removal 
of trade barriers, liberal import policy in 
developed countries, etc. Regional plan¬ 
ning based on inherent advantages could 
be thought of. 

(viii) Mutualism: Last by not least, the 
spirit of cooperation for development. In 
this context. AIEI has from time to time 
stressed the role that international agen¬ 
cies (like UNIDO, UNDP, ESCAP, IBRD, 
IDA, ADB, etc) should play in promot¬ 
ing • cooperation amongst developing 
countries. These international agencies 
must act as the focal point through which 
cooperation must flow and help by pro¬ 
viding the necessary finance, organisation 
and indeed the international understand¬ 
ing. Some of the areas which deserve 
priority attention in this connection arc 
listed below. 

Most developing countries are current¬ 
ly passing through a phase of develop¬ 
ment which relatively developed countries 
like India passed through a few years 
back. The latter have already developed 
equipment, technology and know how 
relevant to the basic needs of generating 
maximum employment and optimum uti- 
lisation of physical and human resources. 


These cottotries have a lot to offer to the 
other developing countries by way of 
sharing their capacities and capabilities in 
the engineering field; manufacture, supply 
and installation of turnkey projects; co¬ 
operation in joint ventures; and provision 
of technology know-how, skills, products, 
consultancy services, and plant and equip¬ 
ment. 

Another area where capital-scarce deve¬ 
loping countries can help one another is 
development of small-scale industry with 
low capital-labour and capital-output 
ratios. For example, India has so far 
rendered assistance to more than 3S coun¬ 
tries for the development of small scale 
industries. The assistance rendered covers 
techno-economic and feasibility studies, 
preparation of project report, in-plant 
studies, training of foreign personnel; set¬ 
ting up and running of industrial estates, 
deputation of experts and setting up of 
common facility centres. 

There is much scope for cooperative 
trade expansion, e’earing and reserve 
mechanism, insurance and export credit, 
and development banking. 

Likewise, there should be greater regional 
cooperation in transport and communica¬ 
tion covering highways, railways, shipping 
(bulk handling, shipping facilities, freight 
rate) and ports, telecommunication and 
postal services, tourism and air traffic. 


Producers of raw materials and com-* 
modities peed to cooperate much more 
with a view to ironing out supply and 
price fluctuations through coordination of 
production and supplies; 'meeting compe¬ 
tition from synthetic and substitutes; find- 
ing long term methods of productivity 
improvements; financing and running 
common research and development pro¬ 
grammes; diversifying the base of products 
and processes; and improving quality and 
packaging. 

There is an immediate need to establish 
regional centres for transfer and develop¬ 
ment of technology and sectoral centres 
of cooperation among developing coun¬ 
tries. An Asian centre for transfer of 
technology has I>cen established in India 
on the initiative of ESCAP in coopera¬ 
tion with UNCTAD. 

From the ‘‘Robinson Crusoe” econo¬ 
mies to the new industrial states, it has 
been a march of the engineering industry 
aid international cooperation. Planning 
in a mixed economy has paved the way 
for development. A synthesis of econo¬ 
mic dependence and self-reliance has been 
conducive to growth. The future deve¬ 
lopment of the world requires an optimum 
combination and distribution of available 
resources. Only through such multilate¬ 
ral optimisation can the “least cost path” 
of development be achieved. 


Opportunities for automotive ancillary industry 

B. R. Sule 


Along with the quantitative growthp there has been a qualitative 
development in the automotive ancillary industry and the total 
value of production of this industry touched a peak of Re 200 crores 
mark in 1974-75, as against an output of Just Rs 2 crores during 
1955-56. These observations were made by Mr B.R. SulSi Executive 
Director, Mahindra & Mahindra Ltd, at a special seminar held on 
January 28, to commemorate the completion of 20 years of 
Maharashtra Economic Development Council. 


The Maharasihra Economic Develop¬ 
ment Council (MEDC) deserves unstint¬ 
ed praise for its many contributions in the 
cause of development of the country in 
general and the state in particular. 

By a happy coincidence it so happens 
that the two decades of active and useful 
service rendered by MEDC since its for¬ 
mation in J 957 also cover by and large a 
period of rapid growth for the automo¬ 
tive ancillaiy industries. Before we try 


and look into the future for the auto 
ancillary industries, we will do well to 
review their past performance and pre¬ 
sent position. 

The total value of auto ancillary pro¬ 
duction touched the Rs 200-crore mark 
during 1974-75 as against the output of 
barely Rs 2 crores during 1955-56. This 
represents an impressive hundred-fold 
increase. What is more important than 
this quantitative growdi is qualitative 


development, measured in terms of exten¬ 
ded range of production, and improved 
standards of quality. With this growth 
and development of the ancillary indus¬ 
tries, import requirements of the main 
automotive industry were almost reduced 
to the fraction of one per cent. More 
than this, our auto ancillarics have now 
earned for themselves a good name in 
overseas markets of developed countries 
resulting in substantial exports. This is 
indeed a creditable achievement especial¬ 
ly when one considers the many difficul¬ 
ties faced by the early entrepreneurs such 
as paucity of capital equipment, raw 
materials, qualified technicians etc. 

Automobile production in the country 
was started in the 194Qs. However, most 
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of the Vehicles in die initial years were 
assemhled abnost completely out of 
imported components. It was in the mid* 
fifties that the government decided to 
embarh on policies which required phased 
progressive manufacture of cars and 
trucks out of steadily increasing indi* 
genous components. At the time of this 
major shift in policy for the automobile 
industry, the ancillary industries in 
existence were mostly battery, tyre and 
paint maniifactures. From this small and 
restricted begmm'ng, the automobile 
ancillary industries have today grown 
and developed into a broadbased net¬ 
work of small and large units all over 
the country turning out a great variety 
of finished and semi-finished components, 
which range from simple bolts and nuts 
to complex precision products such as 
taper roller bearings, fuel injection equip¬ 
ment etc. 

small scale sector 

Apart from some of the vehicle manu¬ 
facturers who have their own capacity 
for certain ancillary items, there are at 
present 169 units in the organised sector 
manufacturing auto ancillaries. Besides, 
there is a large number of units in the 
small-scale sector which is also engaged 
in the production of auto ancillary items. 
The value of production of the small- 
scale units in the unorganised sector is 
estimated to be of the order of Rs SO 
crores in 1974-75. While S0,000 persons 
are provided direct employment at pre¬ 
sent in the organised sector, the small- 
scale units are estimated to employ 
14,000 {persons. The investment in the 
organised sector by way of plant and 
machinery is estimated at over Rs 80 
crores. Comparative data as regards the 
small-scale units investment is not readily 
available. 

Government has prepared a list of some 
144 major groups of automobile com¬ 
ponent items which are normally reserved 
for manufheture by ancillary industries. 
It may be added that ancillary industries 
in Maharashtra produce as many as 119 
out of these reserved 144 product groups. 
.There isa ftirtherlist of37 items which 
may be produced either by vehicle manu¬ 
facturers or by ancillary units. It is pre¬ 
sumed that the remaining components 


would normally be produced by vehicle 
manufheturers. The following 28 ancillary 
items are now reserved for exclusive 
development in the small-scale sector: 

Automobile radiators (except for ex¬ 
pansion on merits); Electric horns; Ex¬ 
haust mufflers; Autoleaf springs; Fuel 
tank caps; Fuel lines; Wiring harness; 
Tail lamp assembly; Side lamp assembly; 
Stop lamp assembly; Bulb horn; Horn 
buttons; Seats for bus and trucks; Orna¬ 
mental fittings; Rear view mirrors; Sun 
shades; Luggage carrier; Tyre inflators 
(both hand & foot-operated); Ash trays; 
Hub caps; Wind shield wipers (arms and 
blades only); Electrical ftises; Electrical 
fuse boxes; Battery cables and fittings; 
Steering wheels; Spokes and nipples; 
and Sun visors. 

Out of 169 units in the organised 
sector, 105 units have been established on 
the basis of foreign collaboration for the 
use of imported technology. The continu¬ 
ed inflow of new, uptodate modern 
technology from abroad is one of the 
problems facing the industry which will 
be considered later. 

Out oftthe 105 units with foreign tech¬ 
nical collaboration, 43 units have finan¬ 
cial participation from their foreign affi¬ 
liates. In a few cases the foreign equity 
participation is more than 48 per cent. 

production itomt 

In terms of production, about ten pro¬ 
ducts, namely: (i) Piston assemUy; (ii) 
Fuel injection equipment; (iii) Radiator; 
(v) Thin wire bearings; (v) Starter motors 
and generators; (vi) Clutch assembly; 
(vii) Transmission gears; (viii) Wheels; 
(ix) Leaf springs, and (x) Brakes account 
for about 70 per cent of the total value of 
production in 1974-75 (i.e. about Rs 140 
crores but of Rs 200 crores). As some of 
these products need sophisticated techno¬ 
logy and are highly capital intensive, 
most of the ancillary firms in the organis¬ 
ed sector are either “controlled by larger 
houses’* or are “FERA companies”. Out 
of the total value of production of 
Rs 200 crores by 169 units in the organis¬ 
ed sector, the share of such "special” 
units numbering only 15 is around Rs 130 
crores or 65 per cent. 

To complete this profile of the auto 
ancillary industries, we now give what¬ 


ever limited local data is available in 
respect of Maharashtra. The Annual 
Survey of Industries does not have a 
specific industry group for auto ancil¬ 
laries. However, it gives state-wise data 
in respect of the industry group—trans¬ 
port equipment and parts. The latest 
data for 1974-75 gives the share of the 
three states in the total value of output 
of “transport equipment and parts” 
group in the country (in per cent): 


Maharashtra 

25 

Tamil Nadu 

17 

West Bengal 

16 


From this it will be seen that MatA- 
rashtra not only leads but contributes a 
significant share of production in this 
group. As stated earlier, Maharashtra 
manufactures as many as 119 out of the 
reserved list of 144 automobile ancillary 
products. 

major Industry 

Automotive industry is one of the 
major industries in the country where an 
intensive anciilary development pro¬ 
gramme has been undertaken. Thanks to 
the success of this programme, the auto 
ancillary industries have helped the coun¬ 
try achieve a very high degree of self- 
sufficiency as regards the requirement of 
auto components. The credit for this 
success must be shared by many parties. 
First of all, the planned and orderly 
growth of ancillary units is due to the 
encouragement of government and the 
cooperation of vehicle manufacturers! But 
such rapid progress could not have been 
possible without the enterprise of a 
number of Indian manufacturers, support¬ 
ed in some significant cases by their 
foreign collaborators and partners. For 
a large variety of products, the Indian 
ancillary units have been able to absorb 
and assimilate the foreign know-how. 
Even in a few cases, there has been 
improvement and innovation to suit 
Indian conditions. Small-scale ancillary 
units have played an important role in 
supplementing and complementing the 
production of medium and large scale 
component manufacturers. The contri¬ 
bution of the small units should not be 
measured in terms of their output. Their 
capacity to absorb local resources of 
skilled and semi-skilled labour and to 
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generate growth with employment deserves 
special mention. 

We have recalled these features of the 
success story of the automobile ancillary 
industries in the past because they pro¬ 
vide valuable guidance for future lines 
of development. We may well be tempted 
to strike out in new directions of develop¬ 
ment in future. However, before we do so, 
we should consider carefully whether the 
possibilities of progress along old, proven 
paths in the past are more or less ex¬ 
hausted. 

It is obvious that the prospects for the 
adeillary industry in general depend very 
much upon the fortunes of the user 
industry. So, while considering the 
future of the automobile ancillary indus¬ 
tries, we will have to assess the outlook 
for the various end-user industries manu¬ 
facturing passenger cars, jeeps, commer¬ 
cial vehicles, tractors, scooters, molor 
cycles etc. 

Following the oil crisis, as a result of 
the steep increase in crude prices by 
OPEC countries in October 1973, the 
outlook for the automobile industry has 
suddenly undergone a sea-change. The 
production of petrol driven vehicles such 
as passenger cars, jeeps and light com¬ 
mercial trucks received a tremendous set¬ 
back not only in our country but all over 
the world. While the recessionary condi¬ 
tions of the last three or four years arc 
beginning to recede, the growth prospects 
for this sector of the automotive industry 
certainly remained clouded, more so in 
our country. Our government looks upon 
the passenger car as a symbol of luxury. 
With this basic premise of policy, passen¬ 
ger car industry will have rather restricted 
growth prospects in our country. How¬ 
ever, the auto ancillary industries need 
not be perturbed by this plight of the 
passenger car industry. 

towards dieseiisation 

Auto ancillary units have the wide 
world of Indian road transport industry 
to service. The steep rise in petrol prices 
has encouraged the trend towards diese¬ 
iisation. Moreover, the prospects for 
commercial vehicles, especially buses and 
trucks are really bright. Over the past 
decade, the number of commercial 
vehicles on the road increased at the rate 


of about 10,000 trucks and 5000 buses 
per year. Government intend to speed up 
this growth in the next decade by putting 
as many as 100,000 new buses and 
trucks on the road each year to provide 
a more efficient public transport system 
as also to promote the cause of employ- 
ment generation. Moreover, petrol price 
increase has come as a blessing in dis¬ 
guise for the scooter industry. With the 
decline in production of cars, there has 
been good increase in the manufacture of 
scooters, motor cycles, three-wheelers, 
mopeds etc. This increase is bound to be 
sustained in the years ahead. Finally, 
ancillary units not only cater for original 
equipment (OE) requirements but they 
service the needs by way of replacement 
shares. The later category of business is 
bound to grow with the cvcr-increasing 
population of vehicles on the road year 
by year. 

growth prosptets 

We must finally take into account the 
growth prospects offered by the export 
market. The structure of industrialisation 
and international trade is undergoing 
qualitative changes under the impact of 
new technological and economic factors. 
The present international economic con¬ 
ditions, depressed by oil crisis and high 
inflation offer considerable opportunities 
for Indian ancillary manufacturers to enter 
many hitherto inaccessible foreign mar¬ 
kets. It is observed that during the last 
four years ancillary exports have steadily 
gone up from Rs 8 crorcs in 1971-72 to 
over Rs 20 crorcs in 1974-75. Ancillary 
units should be encouraged to take 
advantage of the situation and to scale 
greater export heights in the years ahead. 
In particular, the establishment of joint 
ventures in third countries may well prove 
to be a useful device to strengthen our 
automotive industry. 

Considering all this, the anciilaiy sector 
need not be discouraged by the limited 
outlook for growth as regards the passen¬ 
ger car industry in the wake of the oil crisis. 
The ancillary units have other areas which 
have prospects of growth. The Develop¬ 
ment Council for Automobiles and Allied 
Industries has recently come out with a 
report giving production targets for the 
automotive industry based on a fresh re¬ 


view of changed circumstances resulting 
flrom the oil crisis. The working group of 
automotive ancillaries has estimated the 
production ofancillaries of the order of 
Rs 500 crores in 1978-79, as against 
Rs 200 crores in 1974-75. Out of this, 
exports are estimated to account for 10 
per cent namely Rs 50 crores. 

underlying optimism 

In this period of transition, government 
perspectives and plans as regards future 
of the entire road transport industry and 
its various sectors are not available. Inten¬ 
sive exercises for the formulation of the 
first rolling plan for the 5-year period 
(1978-79 to 1982-83) are now under way. 
It is therefore not possible to give at this 
point of time a very clear and precise 
picture of the prospects of auto ancillary 
units over the next few years. However, 
there is no reason to doubt the note of 
optimism underlying the above mentioned 
report of the working group on automo¬ 
tive ancillaries. 

The generally bright perspective for the 
auto ancillary industries sketched above 
would naturally raise a few pertinent 
specific questions as regards the future 
lines of growth and development. Which 
are the products or items which promise 
more growth than others? In what areas— 
i.e. small-scale sector or organized sector, 
—is the future growth to be encouraged 
as a matter of policy? What should be the 
government policy in the matter of foreign 
collaboration—its continuance or exten¬ 
sion in this field? What sort of weightage 
should be given to the factors of foreign 
collaboration and brand name for promo¬ 
ting exports? Finally, what are the specific 
prospects for further growth of auto 
ancillary units in Maharashtra in terms 
of its locational and other advantages? 

These and other specific questions are 
no doubt pertinent and will be of specific 
interest for individual entrepreneurs. 
Pending the finalisation of government’s 
industrial policy and in view of the uncer¬ 
tainties of the magnitude of the rolling 
plan, it is not possible to give detailed 
answers here which will be of direct use. 
However, some general observations are 
called for especially as regards future 
lines of government policies in this field. 

Government will need to have an 
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open aad imaginative approach towards 
foreign collaboration in this field. It 
would not be in the interest of this indus¬ 
try to follow restrictive policies in the 
name of self-reliance. The prospects for 
growth by way of exports for many 
ancillary items depend entirely on up- 
todate technology, use of brand name 
and other such facilities which flow from 
foreign collalK)ration. Once again, govern¬ 
ment will have to be careful while work¬ 
ing out any major revision in the present 
demarcation of ancillary items as bet¬ 
ween vehicle manufacturers, organised 
ancillary producers and small-scale 
units. 

Itisainatter of common knowledge that 
government intend to reserve many more 
items for exclusive production in the 
small-scale sector. At present about 228 
items arc so reserved out of which 28 are 
auto ancillary items. There is a proposal 
to. extend the list by another 800 new 
items. It is not known if any auto ancil¬ 


lary items are proposed to be covered in 
this new extension. The scope for ex¬ 
tension is not ruled out but it has to be 
examined carefully in the light of require¬ 
ments of quality standards and other 
relevant factors, with particular bearing 
on the final products of the automotive 
industry. This is not to suggest that 
we should not encourage more and more 
ancillary production of established items 
—as also new items—by a new breed of 
antrepreneurs, i.e. self-employed engineers 
or technocrats. However, such an ap¬ 
proach should very closely be linked with 
development through technocrats as a 
sort of insurance for high quality. 

Finally, one rather unorthodox thought 
as regards possible line of future develop¬ 
ment. Some of the vehicle manufacturers 
have been adversely affected by the oil 
crisis as far as their quality products are 
concerned. It might be worthwhile for 
government to consider making a conscious 
departure from established policy to per¬ 


mit such concerns alternative avenues of 
ancillary growth/devclopment. This will 
help to strengthen the viability of these 
units and prevent sickness from visiting 
them. It will also ensure speedy develop¬ 
ment, high quality standards, export 
prospects etc. 

The suggestions made earlier are not 
offered as final recommendations, much 
less as panaceas. They are made to em¬ 
phasise the need for care and caution 
while working out the new strategy for 
the growth of auto ancillaries in future. 
Auto ancillary industries are in for a new 
phase of development after two decades of 
successful growth. The prospects for such 
development should not be marred by 
any hasty, ill-conccivcd measures. In 
fact, all efforts should be made to rea¬ 
lise them speedily and to the fullest 
extent possible with the help of a pro¬ 
perly integrated, realistic and results- 
oriented strategy. 
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Financial stability 

in world 


H. Johannas Wittavean 


Th» Managing Director of the International Monetary Fund believes that 
Inflation Is still a serious problem In many member countries of the IMF. 
In his judgement effective and symmetrical adjustments are necessary 
to restore a satisfactory rate of expansion In world economy while 
continuing to make progress In reducing Inflation. 


The problem of maintaining financial 
stability in the world economy, to which I 
have to address myself, has been a gene¬ 
rally severe one during the 1970s, and it 
continues 1o demand our close attention. 
Let me first briefly sketch and analyse 
the various disturbances of financial 
equilibrium that we have experienced in 
recent years. Against this background, I 
will then try to indicate some of the most 
important requirements for financial 
stability in the years to come. Finally, 
I will comment on the role of the Inter¬ 


trial world during 1972 and 1973 was 
fueled by overly expansive policies on 
both the fiscal and monetary fronts. In 
addition, the timing of business expansion 
in the various industrial countries happen¬ 
ed to coincide to an unusual degree, so 
that national developments proved to be 
mutually reinforcing. This intensified the 
forces of demand that generated domestic 
infationary pressures and pushed up the 
prices of many primary commodities in 
international markets. 

The upsurge in primary commodity 


WINDOW 

ON 

THE WORLD 


national Monetary Fund in the adjustment 
process. 

You will recall that, just a few years 
ago, the world economy was struck by a 
series of major disturbances: a virulent 
and widespread inflation, a severe and 
prolonged recession, and a massive dis¬ 
equilibrium in international payments. 
Unquestionably, the situation that deve¬ 
loped during the period 1973-75 constitu¬ 
ted the most serious and complex set of 
economic problems to confront national 
governments and the international com¬ 
munity since the end of World War-II. 

The main causes of these disturbances 
are not hard to trace. First, it seems clear 
in retrospect that the boom in the iodus- 


priccs also stemmed from a variety of 
special factors, such as anticipatory buying 
in a climate of inflationary expectations, 
shortages attributable to crop failures, 
real or threatened shortages of various 
industrial materials and uncertainties 
regarding the future value of currencies. 
On top of all this came the escalation, of 
oil prices at the beginning of 1974. In 
terms of US dollars, world trade prices 
climbed by more than 20 per cent from 

1972 to 1973 and by 40 per cent from 

1973 to 1974, in contrast to the virtual 
stability of such prices over an extended 
period covering most of the 1950s and all 
of the 1960s. This explosion in world 
trade prices, following sizable increases in 

«* 


economy 

the years 1970-72, was accommodated by 
a large expansionof international liquidity. 

The precipitous rise of foreign trade 
prices made it much more difficult to con¬ 
trol inflation and maintain economic stabi¬ 
lity. During 1973 and 1974, the experience 
of virtually every country demonstrated 
the case with which price impulses origi- 
nating in one area can be transmitted to 
other parts of the world through their in¬ 
fluence on business costs, consumer prices 
and wage demands. 

Spurt in oil prices 

The sudden tripling of oil prices at the 
beginnhigof 1974 aggravated this infla¬ 
tionary process because of its pervasive 
cost-raising influence. At the same time, 
it carried a potential deflationary effect 
through the generation of a vast current- 
account surplus for the oil exporting coun¬ 
tries. A deflationary elTcct would actually 
be felt to the extent tiiat larger payments 
for oil in ihc oil importing countries were 
financed through diversion from other ex¬ 
penditures. In the event, it would appear 
that, by and large, such a deflationary 
effect of the oil price increase was not 
averted by autonomous or government- 
induced forces of expansion in 1974, as 
monetary and fiscal policies remained 
generally restrictive because of the severity 
of the inflation problem (or, in some cases, 
balance of payment difficulties). Directly 
or indirectly, the development of a virulent 
inflation must be rated as the primary 
cause of the recent international rcce.ssion, 
which turned out to be the worst in four 
decades. 

In sum, a combination of mistakes in 
economic policy, purely cyclical forces 
and some highly special occurrences trans¬ 
formed the international economic scene 
during the years 1973-75. These develop¬ 
ments posed new problems and challenges 
for policy-makers throughout the world. 
One particularly disturbing feature was 
the emergence of inflation and recession 
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at tfie same time. This presented an essen- 
tiall; new situation and trying to deal 
with it was complicated by the prevalence 
of an inflationary psychology and of 
inflationary expectations: these had been 
building up since the mid-1960s, but were 
now firmly entrenched. 

grave uncertainties 

Economic forecasting and policy for¬ 
mulation became much more difficult in 
this environment of “stagflation”, parti¬ 
cularly in view of the creation of grave 
uncertainties and the damage done to 
business and consumer confidence. Go¬ 
vernments were not only compelled to 
reappraise their domestic economic 
policies; they also had to contend with a 
very difterent international environment, 
stemming from the breakdown of the 
Bretton Woods par value system, the 
ensuing adoption of flouting exchange 
rates by major industrial countries early 
in 1973 and the radical change in the 
global pattern of balance of payments re¬ 
lationships produced by the oil price 
increase. 

Thus, the disturbances of 1973-75 crea¬ 
ted very difficult economic problems and 
pushed policy-makers onto a new and 
unfamiliar terrain. As a whole series of 
unprecedented developments unfolded, 
one could not escape the feeling at times 
that things might be getting out of control. 
However, sight should not be lost of cer¬ 
tain positive developments during the 
period. 

Most important was the avoidance of 
a worldwide depression, even though the 
recession that occurred was unexpectedly 
severe This result was attributable in part 
to the generally good observance by coun¬ 
tries of the standards of external conduct 
adopted at tlie Rome meeting of the Inter¬ 
national Monetary Fund’s Committee of 
Twenty during January 1974—when oil 
importing countries as a group were urged 
to accept and to finance, for the time 
being, the current account dcGcits result¬ 
ing from the oil price increase and to 
avoid deflation, restrictions, and competi¬ 
tive depreciation as methods of dealing 
with such deficits. Also, problems of finan¬ 
cing the current account deficits associated 
with the oil price increase proved Jess 
intractable than initially feared; invcstmeni 


of the surpluses of oil exporting countries 
in financial markets, together with the ex« 
pansion of official financing, resulted in a 
broadly satisfactory channeling of funds 
to the oil importing countries. 

Fortunately, widespread fears concerning 
the financial plight of the developing 
countries as a group were not borne out, 
although acute problems of balance of 
payments adjustment and external 
indebtedness have been experienced in 
a number of individual countries. 
Finally, it should also be recalled that 
the United States, the Federal Republic of 
Germany and Japan—the Fund member 
countriei with the three largest economies 
—all moved promptly to reduce their 
domestic rates of inflation after these had 
reached excessive levels during the inter¬ 
national upsurge of prices and costs. This 
was obviously a salutary development, 
promoting the restoration of financial, 
stability in the world economy. 

severe difficulties 

Some clear progress has thus been 
made in overcoming the economic difficul¬ 
ties that befell nations during the 1973-75 
period.\However, the current situation of 
the world economy is still unsatisfactory, 
mainly for two reasons. First, the difficul¬ 
ties which had to be confronted were so 
severe and complex that their solution was 
bound to take time; the gradual approach 
adopted by governments to reduce infia- 
tion was very realistic, but it has left infla¬ 
tion at a level that is still too high. 
Second, economic recovery from the rcccs. 
sion has been disappointingly slow. Hence, 
the great majority of countries are still in 
the process of attempting to restore order 
to their economies and to achieve satis- 
factory rates of non-inflationnry balanced 
growth. 

During the past year, total production 
has expanded at a satisfactory rate in the 
United States but has been sluggish in 
most other industrial countries. For the 
industrial countries as a group, the pace 
of economic recovery has become so slow 
that it is adversely affecting employment 
and foreign trade, including the exports 
of the developing countries. The volume 
of world trade rose by only five per cent 
from 1976 to 1977, in contrast to an ave¬ 
rage annual growth of nine per cent during 


the 19608. On present prospects, world 
trade growth seems unlikely to become 
more buoyant in 1978. 

Slow economic growth, in a setting of ■ 
high unemployment, has given rise to pres-; 
sures for protectionist measures in some 
of the major trading countries. On the 
whole, such pressures have been resisted 
in recent years, but lately there have been 
signs of a weakening in the commitment 
of some countries to free and non-discri- 
minatory trade. It would be au illusion, 
however, to believe that a solution to I 
current problems could be found by going 
back on this commitment. Protectionist ^ 
measures are unlikely to provide anything 
other than very short-term relief for the 
problems confronting the industrial econo-l 
mies. Further, the growth of world trade | 
and activity would undoubtedly be imped-1 
ed by a proliferation of trade and pay-1 
ments restrictions, with inevitable reper-s 
cussions on the countries imposing them > 
and on developing countries with newly ^ 
emerging industrial sectors. 

The unsatisfactory pace of economic i 
expansion in the industrial countries—with j 
its adverse effects on employment and 
world trade, and its encouragement of 
protectionist sentiment—is a matter fori 
serious concern. But any diagnosis of what ' 
to do about it must also take into account - 
two other features of the current inter¬ 
national situation: inflation and balance 
of payments disequilibrium. 

serious problem 

Inflation is still a serious problem in 
many countries. The overall rate of price 
increase in the industrial countries amoun¬ 
ted to seven per cent in 1977, only about > 
half as high as in the second half of 1974 
but well above historical standards. The 
rate of price increase differs markedly 
among the industrial countries, but in; 
most of them it is much too high to be 
considered acceptable and is coming 
down only very slowly, if at all. Outside' 
the industrial world, the picture is even 
more disquieting; in general, rates of infla¬ 
tion in the non-indusirial countries are, 
still as high as in 1974, and are far above;; 
the rates experienced before the worldwide; 
inflationary upsurge of a few years ago. 

The other international problem I have! 
just mentioned—balance of payments dis-; 
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equilibrium—has several different facets* 
Of strategic importance^ of course, is the 
position of the piajor oil exporting coun¬ 
tries. Their combined current-account sur¬ 
plus has shrunk considerably since 1974, 
but it still amounted to $33 billion in 1977 
and may be expected to remain relatively 
large for some years to come. As a coun¬ 
terpart to this, the oil importing countries 
have a combined deficit of corresponding 
‘magnitude, but among them one finds a 
diversity of situations with respect to the 
structure and sustainability of their balance 
of payments position. Many countries in 
various parts of the world have current 
account deficits that are too large to be 
.sustained in the light of the available finan¬ 
cing or’the level of external indebtedness. 
At the other extreme, some countries have 
current account surpluses and strong pay¬ 
ments positions. 

Among the relatively strong countries, 
the main focus of international attention 
has naturally been on the Federal Repub¬ 
lic of Germany and Japan, but a number 
of smaller countries—both developed and 
developing—also belong in this category. 
On the other hand, the external position 
of the United States has recently been 
characterised by a large current-account 
deficit and by depreciation of the dollar 
in relation to other major currencies. 

adjustment process 

The broad conditions 1 have described- 
slow economic growth, problems of infla¬ 
tion, and international payments disequili¬ 
brium—can be alleviated by a proper 
functioning of the international adjustment 
process. In our studies and discussions in 
the Fund, we have given a great deal of 
attention to the adjustment process because 
of its fundamental bearing on the perfor¬ 
mance of the world economy. The annual 
report of the executive directors for 1977 
outlined some agreed views on adjustment 
policies that were developed in the Fund 
during the first part of the year. 

In my view, it is particularly important 
at this juncture that both surplus and defl- 
cit countries should adhere to the princi¬ 
ples of adjustment which have been agreed 
to in the Fund. According to these princi¬ 
ples, deficit countries should pursue policies 
of restraint on the growth of domestic 
demand and reduce inflation; at the same 
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time, they i&ould let their exchange rates 
depreciate wo as to enable them to shift 
the required amount of resources from 
the internal to the external sector. On the 
other hand, countries in relatively strong 
positions—the surplus countries—should 
expand domestic demand as much as 
possible without rekindling inflationary 
forces; to the extent that this does not 
restore balance of payments equilibrium, 
they should allow their exchange rates to 
appreciate, so that resources can be shifted 
from the exteinal to the internal sector of 
their economies, while tending to reduce 
inflation further. 

important measures 

Important actions have been taken by a 
number of deficit countries over the past 
year or so, and other such countries with 
large payments imbalances urgently need 
to follow suit. However, the expansionary 
impetus provided by oil importing coun¬ 
tries in relatively strong positions has 
been quite disappointing; contrary to ex¬ 
pectations, it has not been sufficient to 
ensure achievement of a satisfactory rate 
of growth in world trade—one that would 
support and facilitate adjustment efforts 
by deficit countries. 

In my judgment, more effective and 
symmetrical adjustment actions are neces. 
sary in order to restore a satisfactory rate 
of expansion in the world economy while 
continuing to make progress in reducing 
inflation. The working of the international 
adjustment process has been impaired by 
a combination of current account surpluses 
and low growth rates of domestic demand 
in countries with relatively strong exteraal 
positions and relatively low rates of infla¬ 
tion. Therefore, a clear requirement is, for 
such countries to provide for adequate 
stimulus of demand (and imports) without 
jeopardising their anti-inflation efforts. 

In this situation, exchange rate changes 
have lately been playing a more impor- 
tant role in the adjustment process. 
As has been set out in the Fund's annual 
reports, exchange rate changes among the 
major industrial countries over the past 
several years mostly reflected differences in 
rates of inflation. This helped to avoid new 
disequilibria, but it contributed little to 
the adjustment of those disequilibria that 
existed already. 
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la recent months, however, rapid ex- 
change rate changes have brought about 
significant shifts in competitive positions 
between thC'^main industrial surplus coun- 
tries, West Germany and Japan, on the 
one hand, and the United States, with its 
large current account deficit, on the other 
hand. Movements like these have become 
the subject of intensive and sometimes 
emotional debate. But they should not 
become a source of friction between coun¬ 
tries; rather, they should be analysed and 
assessed dispassionately. 

In attempting such an analysis, we 
should start from the recognition that the 
present system needs an appropriate coun- 
tribution of exchange rates to the adjust¬ 
ment process. The question is, of course, 
what is appropriate. It seems clear that in 
cases of structural shifts and disequilibria, 
exchange rate movements should indeed 
go beyond what is needed to compensate 
for inflation differentials. Buf on the other 
hand, it is important to maintain an ap¬ 
propriate relationship between exchange 
rates and demand policies and to avoid 
overshooting an rquilibriuin range. Ex¬ 
perience in cases of depreciation with high 
employment of resources has generally 
shown that successful adjustment could 
only be brought about if the exchange rate 
shift was complemented by a more res¬ 
trictive demand policy sd that its infla¬ 
tionary effects were compensated. The 
same relationship, but in the opposite 
direction, holds also in cases of appre¬ 
ciation. 

domestic demand 

This means that for surplus countries, 
notably West Germany and Japan, strong 
expansion of domestic demand has been 
rendered even more urgent because of the 
substantial appreciations in the external 
value of their currencies over the past 
half year or so. 1 am encouraged, in this 
regard, by the new demand measures 
recently taken by Japan. In the case of 
an exchange rate appreciation without the 
needed additional demand expansion, not 
only would the domestic situation be affec¬ 
ted unfavourably by the appreciation, but 
the deflationary effects would again reduce 
imports, thus running counter to the ob- 
jective of lowering the current account 
surplus and bringing about a better bal- 
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atloe of payments equilibrium. In these 
circun^taoccs, a vicious circle ofconti- 
.nuing pimncy appreciation and deflation 
could esasily come about. The recent ap* 
preciadioos of the Deutsche-mark and the 
yen are to be welcomed from an interna- 
tional standpoint, but they must be sup¬ 
ported by appropriate policies on the 
demand side if early and efTeciive adjust¬ 
ment of the external position is to come 
about. All this is a clear lesson of recent 
experience, conforming to the generalisa¬ 
tion reached in the Fund’s 1977 annual 
report that both demand management 
and exchange rate policies have essential 
roles—distinct but complementary—in the 
succesful functioning of the internationd 
adjustment process. 

important function 

Even with appropriate demand policies, 
there can be a danger of overshooting 
equilibrium because exchange rates need 
time to work out their effects on inter¬ 
national trade and the balance of pay¬ 
ments. This is one reason why it has 
always been an important function of the 
Fund to provide balance of payments 
financing during the lime that is required 
for the necessary adjustment policies to 
restore equilibrium. And in recent years, 
temporary balance of payments financing 
has also been provided on a very large 
scale by official borrowing in international 
money and capital markets. 

In this respect also, the right balance is 
important for successful adjustment. 
Balance of payments financing should not 
be resorted to so freely and easily that 
necessary adjustments in demand and 
exchange * ate policies are postponed too 
long. On the other hand, balance of pay¬ 
ments financing should be sufficient to pre¬ 
vent continuing disorderly exchange rate 
movements in the period during which 
adjustments to underlying conditions are 
being brought about. Considerations such 
as these figured prominently in the deve¬ 
lopment of our Supplementary Financing 
Facility. 

A few remarks are now in order about 
the deficit in the balance of payments of 
the United States and the depreciation of 
the dollar. There is widespread agreement 
on the ways in which adjustment of this 
deficit should gradually be brought about. 


More rapid expansion in surplus countries, 
an effective energy policy in the United 
States, and exchange rate adjustments all 
have to play their parts. 

But there is less clarity and less agree¬ 
ment on the financing aspect. For the 
United States, as the main reserve cur¬ 
rency country, the need for financing is 
not as obvious as for other countries that 
have to obtain foreign exchange in order 
to be able to pay for their imports. But 
does this also eliminate the desirability of 
some deliberate financing of the US defi¬ 
cit? Wiihout such financing, the extent of 
any depreciation of the dollar would be 
determined mainly by the intervention 
policies of surplus countries-which are 
often limited by undesired internal mone¬ 
tary effects—and by the expectations of 
those responsible for private capital move¬ 
ments. Should such uncertain and unco¬ 
ordinated elements in all circumstances be 
the sole determinants of the value of the 
world*smost important reserve asset? In 
the present situation, the world is faced 
painfully with this question. A move in the 
right direction has recently been indicated 
by president Carter’s clear affirmation of 
responsibility for curbing disorderly 
exchange markets and protecting the 
integrity of the dollar. His statement, 
which was followed by a more active inter¬ 
vention policy on the part of the US 
authorities in cooperation with those of 
other countries, has been a most welcome 
stabilising influence. Let me express the 
hope that such an approach will continue 
to be followed in the critical period ahead, 
in a spirit of innovative international 
cooperation. 

paramount need 

The other and most essential task for 
international cooperation is to create a 
suflicient non-inflationary stimulus to the 
world economy, correctly related to the 
varying degrees of strength in countries’ 
external positions. I have already stressed 
the paramount need of stimulating expan¬ 
sion in the two main strong economies of 
West Germany and Japan, as well as in 
other surplus countries. 

But 1 would like to add that the adop¬ 
tion of cautious, carefully controlled 
policies of expansion should now be con¬ 
sidered by countries where the balance of 


payments is not much of a constraint, if 
any, and where domestic inflation is low 
or, though relatively high, would not be 
aggravated (because, for example, it is 
being held in check by conditions of eco¬ 
nomic slack). Even if the balance of pay¬ 
ments were to show some worsening as a 
result of such policies, additional financing 
could be provided by the Fund. In this 
context, the Fund can be helpful in encou¬ 
raging import liberalisation, exchange 
rate action, higher domestic investment, 
or other needed changes in an overall pro¬ 
gramme of domestic and external adjust¬ 
ment, 

rationalising claims 

At the same time, I believe that govern¬ 
ments should increase their efforts to ob¬ 
tain a more favourable split of the change 
in aggregate demand into its price and 
volume elements. Thus, the possible utility 
of tax reductions for the purpose of influ¬ 
encing wage and pi ice behaviour deserves 
consideration, particularly in countries 
where this can be worked out in conjunc¬ 
tion wiih an established incomes policy. 
More generally, governments should do 
whatever they can in the difficult field of 
incomes policy in order to rationalise the 
claims of business and labour on the natio¬ 
nal product. I realise, however, that the 
scope for efforts in this field varies marked¬ 
ly among countries, depending on institu¬ 
tional arrangements, traditions and the 
climate for wage bargaining and price 
setting. 

Admittedly, the various policies I have 
proposed may in some cases be difficult to 
carry out, and imagination will certainly 
be needed in some countries to move in 
the indicated directions. But L feel that a 
broad approach involving renewed efforts 
to make the international adjustment pro. 
cess more elfective together with a reap¬ 
praisal of domestic policies, is called for in 
present circumstances. At this critical junc¬ 
ture, coniribuiions to an improvement in 
world economic conditions can and must, 
be made by many countries in widely 
differing positions. Clearly, there is a vital 
need for international cooperation in the 
conduct of national economic policies, 
taking account of the international res¬ 
ponsibilities of countries according to 
their particular circumstances. 

During the troublesome years that I 
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have covered in these remarks, the Inter¬ 
national Monetary Fund has adapted flexi¬ 
bly to changing conditions in order to 
meet the needs of member countries and, 
thereby, to help maintain stability in the 
world economy. Our principal concern has 
been to provide balance of payments assis¬ 
tance to members that would be adequate 
in amount and appropriate in the relative 
emphasis placed on financing and adjust¬ 
ment. For this purpose, wc have improved 
upon established facilities and set up seve¬ 
ral special facilities. 

Particularly important have been the 
1974 and 1975 Oil Facilities and the recent 
development of the Supplementary Finan¬ 
cing Facility. Tliis Supplementary Facility, 
which still awaits the necessary ratification 
of the prospective lenders, is to provide a 
needed increase in the Fund's liquidity 
through lines of credit from a group of 


industrial and oil exporting countries; it 
has been designed with a view to improv¬ 
ing the working of the adjustment process. 
Its aim is to help countries faced with 
large and serious payments imbalances to 
adopt effective programmes of adjustment 
over a period of two to three years, by 
offering assistance in large amounts and 
for a longer period than would be avail¬ 
able to them under the regular credit tran¬ 
ches of the Fund. The Supplementary 
Financing Facility is clearly needed in pre¬ 
sent circumstances, and it would help 
greatly, in my judgment, to promote inter, 
national adjustment and to strengthen con¬ 
fidence in the international monetary 
system. 

The role of the Fund in the internatio¬ 
nal adjustment process will be expanded 
in the second amendment of the Articles 
of Agreement. The amendment, which is 


expected to come into effect in the near 
future, calls for the Fund to exercise firm 
surveillance over the exchange rate poli¬ 
cies of nfembers—surplus and deficit coun¬ 
tries alike. This surveillance function is a 
vital one to the Fund as overseer of the 
international monetary system, responsible 
for its effective operation and it should 
contribute to the more symmetrical func¬ 
tioning of the adjustment process that I 
consider essential. 

The measure of success achieved by the 
International Monetary Fund in helping 
to maintain financial stability in the world 
economy during recent years is attribu¬ 
table to the cooperation of its member 
countries. In the period ahead, I am sure, 
international cooperation will continue to 
sustain the work of the Fund and to con¬ 
tribute decisively to the overcoming of the 
world's economic and financial difficulties. 


East vs. west: who is richer—and why? 


This analysis of the fortunes of the communist countries' ‘•peaceful 
economic competition with the capitalist worl<T\ from the 
February Issue of‘‘The Morgan Guaranty Survey", notes that, while the 
Soviet Union and East European countries have made significant 
“quantitative" gains in living standards, “qualitative" gains have been 
slower In coming. The communist world, In other words, Is 
still very much In the process of trying to catch up with the Joneses. 


FoK THK pabt decade and a half the 
Soviet Union and cast European nations 
have been engaged in ‘'peaceful econo¬ 
mic competition with the capitalist 
world" -aimed in part at attaining living 
standards closer to those of more affluent 
western societies. 

Though progress has varied from coun¬ 
try to country, western travellers in the 
Soviet bloc see a marked difference since 
the early 1960s in the availability of 
consumer goods. Various scholarly studies 
bear out visitors' impressions that people 
throughout the eastern countries are 
now more comfortably off—if still far less 
so than people in the industrial west. It 
has been estimated, for instance, that per 
capita consumption in the Soviet Union 
is about one-third that in the US. Some 
analysts sugge>t that East Germany now 
enjoys a standard of living roughly 
comparable to that of West Germany ten 
or fifteen years ago. 


In the US, meanwhile, doubts have 
been expressed in some quarters that this 
country still can claim to provide the 
world’s highest standard of living. It has 
been pointed out, for instance, that 
Sweden and Switzerland have outdistanc¬ 
ed the US in per capita GNP, a com¬ 
monly used measure of national well¬ 
being, and that such oil-exporting states 
as Kuwait and the United Arab Emirates 
arc even farther ahead. 

Some estimates, to be sure, indicate 
that per capita income in Kuwait and the 
Emirates may be twice or so that in the 
US. But while both countries provide 
extensive welfare services for their people, 
such as housing and medical care, they 
are developing nations; living standards 
for most such people cannot be likened 
to those in the developed world. This 
points up some of the difficulties in using 
per'capita product as a proxy for public 
well-being. 


Such a measure has other imperfections, 
as a gauge of living standards, in part 
because a substantial portion of any 
country’s product goes to pay for things 
such as defense or police protection that 
people cannot cat or wear or live in. 
Also, averaging national product over a 
country’s population obviously masks 
differences in life styles among the richer 
and poorer in any society. Per capita 
GNP nonetheless is a conventional start¬ 
ing point for international comparisons. 

Analysts making such comparisions 
usually convert the outputs of various 
countries to US dollars (or another com¬ 
mon currency) through ihc of exchange 
rates—a procedure widely recognised to 
have shorcomings.^ Exchange rates, for 


‘^Ideally, for international com',7arison$, levels 
of output and income should be calculated on 
the basis of purchasing power parities or through 
direct comparisons of real products. But work in 
this area has been fragmentary. The most ambi¬ 
tious effort to devise comparable measures—the 
United Nations International Comparison Project 
(ICP)—was begun in 1968 by the UN Statistical 
Office and the University of Pennsylvania, with 
the support of numerous international and 
national organisations. In 1975 ICP published 
comparisons for ten countries for 1970 in A 
Syjtem of fntermtional Comparisons of Gross 
Product and Purchasing Power, Irving B, Kravis et 
ai. The Johns Hopkins University Press, Balti¬ 
more and London. Comparisons of sixteen coun¬ 
tries for 1970 and 1973 are tentatively scheduled 
for publication in May. 
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example, do not necessarily reflect the 
relative purchasing powers of difl'erent 
currendes in thier home markets. At best, 
exchange rates establish values or prices 
for goods traded internationally; they 
may be scarcely relevant to prices of 
goods and services—such as housing, 
health care, education—^that do not enter 
into .international trade. Too, consump¬ 
tion patterns differ markedly from coun¬ 
try to country; 


Changes in currency parities underscore pc 
the shortcomings of exchange-rate con- ex 
versions. Successive declines of the dollar pc 
against other major currencies since 1971, O 
for instance, have resulted in increases 
in other countries’ products expressed in Sc 
dollars that frequently are meaningless, ai 
As an example, with the dollar’s decline so 
against, the D-mark between 1976 and m 
1977, an exchange-rate conversion would bl 
show a huge increase in West Germany’s stt 

Indicators of Comparative Standards of Living 


per capita ONP. But the only increase 
experienced by the German citizen is the 
percentage growth in real per capita 
GNP measured in D-marks. 

Other complications arise when the 
Soviet Union and east European nations 
are brought into international compari¬ 
sons. Not only do those countries lack 
market pricing mechanisms and converti¬ 
ble currencies, but their national accounts 
statistics do not provide data comparable 


“Real" per capita GNP 
(in 19^ US dollars) 

Average annual 
% incr. in ‘‘real” 
per capita GNP 

Passenger 
cars per 1000 
population 

Telephones per 
1003 population 

Television 
receivers per 
1000 popular 
tion 

1960 1969 1976 

r960-76 

1976 

1975 

1974 


Switzerland 

6402 

8322 

8877 

2.1 

280 

611 


264 

Sweden 

5357 

7494 

8673 

3.1 

336 

661 


348 

United State.s 

5452 

7130 

7894 

2.3 

497 

695 


571 

Canada 

4512 

6218 

7512 

3.2 

386 

572 


366 

Denmark 

4462 

6506 

7450 

3.3 

251 

454 


308 

Norway 

4137 

5889 

7424 

3.7 

237 

3.50 


256 

West Germany 

4463 

6194 

7380 

3.2 

294 

317 


305 

Belgium 

3613 

5229 

6781 

4.0 

267 

285 


252 

France 

3502 

5285 

6552 

4.0 

295 

262 


235 

Luxembourg 

4693 

5934 

6462 

2.0 

389 

411 


257 

Netherlands 

3767 

5253 

6196 

3.2 

247 

368 


259 

Australia 

4024 

5251 

6104 

2.6 

363 

390 


226* 

Iceland 

4021 

4938 

6100 

2.6 

295 

417 


230 

Finland 

3015 

4412 

5617 

4.0 

212 

389 


269 

Austria 

2844 

4004 

5329 

4.0 

229 

281 


247 

Japan 

1537 

3513 

4905 

7.5 

155 

405 


233 

New Zealand 

3483 

4166 

4247 

1.2 

369 

502 


261 

East Germany 

2583 

3353 

4221 

3.1 

112 

152 


297 

United Kingdom 

2961 

3594 

4016 

1.9 

251 

379 


315 

Israel 

1981 

3242 

3923 

4.4 

73 

231 


134 

Czechoslovakia 

2629 

3239 

3838 

2.4 

101 

176 


245 

Italy 

1735 

2688 

3048 

3.6 

270 

259 


213 

Spain 

1244 

2206 

2916 

5.5 

136 

220 


174 

Poland 

1506 

1969 . 

2857 

4.1 

32 

75 


181 

USSR 

1581 

2180 

2759 

3.5 

19 

66 


208 

Greece 

1004 

1848 

2585 

6.1 

49 

221 


106 

Ireland 

1639 

2353 

2558 

2.8 

164 

141 


178 

Bulgaria 

1105 

1731 

2313 

4.7 

23 

89 


168 

Hungary 

1407 

1953 

2277 

3.1 

55 

99 


219 

Romania 

833 

1273 

1793 

4.9 

7 

N.A. 


114 


Note: Per capita GNP data provided by the World Bank. For each of the noncentraliy planned economies, real GNP per 
capita is converted from the domestic currency to US dollars on the basis ofa weighted-average 1974-76 exchange rate. 
The procedure followed for the centrally planned economies is similar but more complex. For the above presentation, the 
results are expressed in dollars of 1976 purchasing power. Data on telephones and television receivers per 1000 population 
are from the 1976 Statistical Yearbook, United Nations; data on passenger cars, from World Motor Vehicle Data, 1977 
edition, Motor Vehicle Manufacturers’ Association of the US, Inc. *1973. 
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to the west's ONP data. Translation to 
dollar figures presents complex statistical 
problems. 

Mindful of such considerations, some 
experts consider the per capita GNP 
scries produced by the World Bank per¬ 
haps the bsst such ranking available— 
one representing great efforts to achieve 
internal consistency and to smooth out 
temporary distortions in prices and ex¬ 
change rates. Figures for 30 selected 
countries, adapted from World Bank 
estimates based on the years 1974-76, are 
shown in the table on page 382. 

wide gulf 

Although the rankings should be consi¬ 
dered rough approximations of relative 
standings, they depict a wide gulf between 
cast and west in this measure of national 
well-being. The eastern countries arc 
grouped at the lower end of the table, 
with per capita GNPs in 1976 of S4200 
or less. Apart from the United Kingdom 
and Italy, the main industrial nations arc 
clustered in a range from about $8900 
for Switzerland to $4900 for Japan, with 
the US near the top of the range at 
S7900. 

The size of the gap between the US and 
Soviet readings may seem surprising in 
view of the Soviet Union’s status as an 
economic and industrial power, second 
only to the US. The readings indicate 
that Soviet real per capita GNP in 1976 
was 35 per cent of this country’s. Other 
analysis have put the ratio higher. 

A number of assessments indicate that 
Soviet citizens have seen a considerable 
rise in living standards during the post- 
World War Hera. One study has estimated 
that the level more than doubled between 
1950 and 1975, \^ith real per capita con¬ 
sumption increasing at an average annua) 
rate of four per cent. But the gains, of 
course, are measured from a low base. 

Qualitutive-^-as distinct from quantita¬ 
tive-gains in Soviet living standards have 
been much slower in coming. p:ntral 
planning, ample evidence attests, chroni¬ 
cally falls down in delivering a quality 
and assortment of goods and services 
that increasingly choosy Soviety consum¬ 
ers want. The populace grumbles of 
such things as housing standards that do 


not meet announced norms, years of wait¬ 
ing to huy an automobile, shoddy mer^ 
chandise, and shortages of a wide range 
of goods including meat. 

East Europeans voice much the same 
complaints as Soviet citizens about con¬ 
sumer goods and services, though they 
too have seen their situations improve. 
As real output has risen, east European 
nations have posted gains in per capita 
personal consumption that have been 
estimated at from something over two 
per cent annually to something over four 
per cent between 1960 and 1975. The 
increases were slowest in Czechoslovakia 
and East Germany, countries with the 
highest initial consumption levels and 
fastest in Bulgaria and Romania, countries 
with the lowest initial levels. For f975, 
according to one analysis, a rough 
measures of goods and services consumed 
showed East Germany with the greatest 
per capita personal consumption, 
Czechoslovakia, a dose runner-up at 80 
to 90 per cent of the East German level, 
and progressively declining levels for 
Polland, Hungary, Bulgaria and 
Romania, with the last’s consumption 
about 40 to 50 per cent of the East 
German level. 

consumption levels 

East Europeans lend to compare their 
lot with that of west European neighbours. 
Estimates of relative consumption levels 
have suggested that in J972 per capita 
consumption in East Germany was about 
63 per cent of the West German level and 
Polish consumption about 46 per cent of 
the French level. In 1970, according to 
other estimates, Hungarian consumption 
was approximately half of the West 
German level and Romania's about 25 
per cent of the French level. 

In the “capitalist world,'’ meanwhile, 
despite its mid-1970s buffeting by the 
most serious recession in decades, the 
growth record of the past decade and a 
half as a whole has been impressive. 
Between 1960 and 1976 most industrial 
nations averaged annual gains in real out¬ 
put per capita in the two to four per cent 
range as the table shows, and Japan re¬ 
gistered 7.5 F^er cent increases. A number 
of countries, having posted faster growth 

■i' 


rales than the US, narrowed earlier gaps 
in income rankings with this country. 

S' 

Citing other countries’ gains relative to 
the US in this measure, some observers 
have suggested that traditional views of 
this country’s leadership in living stan¬ 
dards are outdated—or rapidly becoming 
so. This is an arguable point, in view of 
the numerous problems associated with 
exchange-rate conversions. The fact is 
that any measure of real personal income 
translated into another currency-—whether 
GNP per capita, wages, or consumption 
expenditures—is an inconclusive guide to 
relative affluence. Comparisons that avoid 
exchange-rate conversions arc hard to 
come by but anumber of these suggest 
that the US remains the most affluent 
country. 

partial tribuU 

If precise rankings among industrial 
nations want greater refinement, it is 
notable that the west generally has provi¬ 
ded its people with an abundance of 
choices in deciding how to live—a classic 
characteristic of well-being, which Soviet 
and east European people enjoy to a 
much lesser extent. While the Jag has 
partly reflected the precedence of other 
priorities in eastern countries, they have 
paid the capitalist world's performance an 
implicit tribute in adopting western 
societies* achievements as a kind of 
benchmark. They pay no similar tribute, 
however, to the market orientation that 
has characterised the more affluent 
societies. They have clung essentially, 
with but marginal changes, to centralised 
planning and direction of their econo¬ 
mics, remaining encumbered with many 
problems that have impeded progress. 
In sum, much evidence suggests that eastern 
countries’ systems have played an impor¬ 
tant part in their continuing lag vis-a-vis 
industrial nations. 

Western economics obviously have had 
disappointments and setbacks over the 
years and some have fared much Jess well 
than others—with Britain and Italy key 
examples. It nonetheless seems reason¬ 
able to conclude that their market- 
oriented systems—which encourage in¬ 
novation and reward efficiency—are 
intimately related to the capitalist world’s 
superior economic well-being. 
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The government probe- 

bly could not have got out of appointing 
Mr Y.V, Chandrachud as the new Chief 
Justice of the Supreme Court, without 
creating avoidable problems for itself. 
But this does not alter the fact that this is 
an appointment which has not been made 
with grace, because it could not have been 
made with grace. Referring to the con¬ 
troversy surrounding Mr Chandrachud's 
elevation, the prime minister suggested 
that it should not be overlooked that if 
certain people acted in a certain way dur¬ 
ing the emergency, it was because of the 
atmosphere of fear then prevailing. The 
implications of this remark could not 
have been flattering to the judges who 
delivered the majority judgment in the 
habeas corpus case and Mr Chandrachud, 
certainly, could not have wished his chief 
judgeship to be rung in on this note. 
Perhaps, even at this late hour, he could 
redeem the dignity of the Supreme Court 
and his own reputation at the Bar and on 
the Bench by resigning his oflice and 
retiring into private life. 

The periodical press re- 

ports about the search for a less pompous 
dwelling for the president have become a 
big bore. It is almost a year since Mr 
Sanjiva Reddy had publicly declared that 
he wanted to move out of Rashtrapati 
Bhavan. He, apparently, was serious about 
it. Nevertheless governmental red-tape is 
still keeping him tied down. The logistics 
of transferring the president, his family 
and their belongings from one building in 
New Delhi to another, also in New Delhi, 
cannot after all be all that complicated. 
It is obvious that nobody is applying his 
mind to this matter, either seriously or 
intelligently enough. In retrospect, Mr 
Gulzari Lai Nanda seems worthy of a big 
salute. Before Nehru's ashes were cold, he 
exercised his authority as acting prime 
minister to announce that Teen Murti 


House would promptly cease to be a 
prime minister's residence and would be 
utilised as a Nehru memorial. There were 
however some uncharitable people at the 
time who did ascribe motives to him. 

Mr Karl Khandalawala, 

counsel for the Shah Commission, has 
described the declaration of emergency as 
‘‘a fraud on the president, a fraud on the 
council of ministers and a fraud on Che 
people". His understanding of the situa¬ 
tion is wide off the mark. Mrs Gandhi 
certainly committed a fraud when she 
declared the emergency. But it was a 
fraud on the constitution and the people. 
The then president was certainly not 
among those who were defrauded, nor was 
the council of ministers. On the contrary, 
the late Fakhruddin Ali Ahmed was an 
accomplice of Mrs Gandhi in the com¬ 
mitting of the fraud and the ministers 
were her partners. All this has been made 
clear by the evidence already recorded by 
the Shah Commission. It is amazing that 
the counsel for the commission should 
have shown such ignorance of this impor¬ 
tant documentary material. 

It is txue that there are many people in 
this country for whom it will be politically 
profitable to depict Mrs Gandhi as the be¬ 
ginning and the end of all the evils of the 
emergency. But history cannot be cheated 
in this manner. Mrs Gandhi could do 
what she did because, at the critical time, 
there were people around who did 
nothing to oppose her or obstruct her, 
although they were under a constitutional, 
political, legal or moral obligation to do 
so. Today, the ruling party is so keen on 
consolidating its position in the govern¬ 
ment and the country that it has deve¬ 
loped a vested interest in suborning Con¬ 
gressmen and sucking them into the mire 
of its power politics. Consequently it is 
openly interested in playing down the 
emergency roles of Congressmen and their 
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collaborators in various walks of life, the 
only exception it is prepared to make be¬ 
ing the Indira Gandhi family. In other 
words what began or was advertised as a 
grand cleansing of the nation's soul seems 
to be ending up as a petty feud against 
a single family. The pity of it is that the 
mandarins of the Janata party do not 
even seem to be able to punish Mrs 
Gandhi in a clean, surgical way. They 
want to play with her as a cat would with 
a mouse. Only, they themselves arc more 
mice than men. 

Just a few days before 

he suffered that massive heart attack, 
which proved to be the beginning of the 
end, Prof. B.R. Shenoy rang me up to 
ask whether he could borrow our library 
copy of ‘‘The History of the Reserve 
Bank". At 73, he was thus actively engag¬ 
ed in what he was interested in throughout 
his life, viz, economic scholarship. 
Shenoy was a diamond-bright, diamond- 
hard monetarist, the very Milton Fried¬ 
man of Indian economics. He was for a 
time with the Reserve Bank of India, but 
Mr C.D. Deshmukh, the then governor, 
never felt easy in his company and Shenoy, 
if anything, felt even less at home. 

Mr Deshmukh's blue-eyed boy those 
days was the very much smoother moving 
Mr P.S. Narayana Prasad. This was not 
surprising because, where Mr Narayana 
Prasad would be responsive, Shenoy 
might be rigid. His rigidity, however, was 
not an aspect of a narrow mind or a 
limited vision. He believed in having 
beliefs and he held to his beliefs, perhaps 
often aggressively. In the pristine days of 
the Swatantra party, when the late A.D. 
Shroff was its high priest, Shenoy could 
function happily as its respected economic 
theoretician. That philosopher-king of the 
Swatantra party, Rajaji, had great regard 
for him. Times however change and men 
change even more quickly. Mr H. M. 
Patel, so anxious to bury his Swatantra 
past, could naturally have had not much 
use for Shenoy or his thinking. As a 
matter of fact he did not. Shenoy never 
thought much of the pursuit of economic 
development through the opportunism of 
deficit financing. Had he lived in health 
for some more 
weeks, he might 
have had harsh 
things to say. 
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Achievements and 

failures of planning 


The Indian Economy—Poverty and Development: Pramit Chaudhuri; Vikas Publishing 
House Pvt Ltd; Pp 279; Price Rs 50. 

Practical Hints for New Entrepreneurs : J.H. Doshi (as narrated to M. R. Pai); Pub¬ 
lished by M.R. Pai for Amritlal and Co Ltd, Bombay; Pp 74; Price Rs 3. 

Rnruban Migration in India : D. P. Saxena; Bombay Popular Prakashan; Pp 225; 
Price Rs 45. 

Market Study for a New Industrial Project : K.S.V. Menon; Vora and Co Publishers 
Pyt Ltd, Bombay; Pp 204; Price Rs 20. 

Perspectives in Indian Banking ; Gopal Karkal; Bombay Popular Prakashan; Pp 127; 
Price Rs 40. 

Irrigation Projects in India—Towards a New Policy : K. Puttaswamaiah; Nrusimha 
Publications, Bangalore; Pp 96; Price Rs 25. 

Fiscal Policy and Economic Growth : Bakshi D. Sinha; Biria Intitule of Scientific 
Research, Economic Division, New Delhi; Pp 39; Price not given. 


Pramit Chaudhuri, reader in Economics 
at the University of Sussex, has made an 
attempt in his most stimulating book 
The Indian Economy--Poverty and Deve¬ 
lopment^ to present a set of developments 
that the Indian economy has gone 
through during the last quarter of a 
century and his personal interpretation of 
those developments. 

The author has tried to assess the per¬ 
formance of the Indian economy in the 
light of certain questions he has posed 
and which are being repeatedly asked: 
To what extent has the government been 
successful in promoting economic pro¬ 
gress over the last quarter of a century? 
To what extent has it failed to meet its 
objectives? What have been the major 
constraints on the development of the 
Indian economy? In order to answer the 
above questions, the author has adopted 
a dual approach of looking at the econo¬ 
my, namely aggregative approach and 
from the point of view of fortunes and 
misfortunes of its component parts. He 
is convinced that it is only such a dual 
approach, i.e. aggregative and sectoral, 
that will present the real picture of 
achievements and failures of the Indian 
economy since the commencement the 
planning era in 1951. 

As regards the performance of the 
Indian economy, the author regards 1965- 
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67 as a watershed. Before that period, 
Indian economy grew at a modest but 
steady rate. Total output, share of invest¬ 
ment in national income, output of both 
large-scale and small-scale industries 
and import-substitution all showed fairly 
steady progress. There was built a fairly 
solid capital goods producing sector 
which, according to the author, was 
a remarkable technical achievement for a 
poor country such as India. Agricultural 
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output was pushed ahead along a rising 
trend line due to factors such as favour¬ 
able monsoon, expansion in acreage and 
completion of a number of major irriga¬ 
tion projects. 

Then the tale of woe began in a sur¬ 
prisingly shattering way, beginning with 
the drought years of 1967-68. Except in the 
case of wheat, ail the other major series 
of economic performance, real national 
income, per capita availability of food- 
grains and industrial production showed 
signs of stagnation or significant decelera¬ 
tion. At present '*the future of economic 


progress in India has been called into 
doubt in a way which could not have 
been foreseen in the mid-1960s.” 

As regards the sectoral assessment of 
the peformance of the Indian economy 
since 1951, the author has tried to look 
at the performance of the Indian economy 
from the point of view of people gene¬ 
rally designated as the poor. What has 
the economic performance done to the 
poor on whose welfare so much stress has 
been laid from the first Plan to the last? 

Against the background of faltering 
agricultural production and rising prices 
offoodgrains and other essential com¬ 
modities, the picture drawn by the author 
is ‘‘uniformly gloomy, without even the 
glimmer of a false dawn.” Even during 
days prior to 1965-67 when the overall 
growth rate was not unsatisfactory, “very 
little of the fruits of growth came the 
way of the poor”. Since then with increase 
in population, deceleration of the growth 
rate, stagnation in per capita availability 
of basic wage-goods and cumulative rise 
in prices of foodgrains and other essential 
commodities, the only inference that can 
be drawn is that the lot of the poor which 
was none too good even before 1965-67, 
has been steadily worsening. 

the answer 

How has this state of affairs come to 
pass? To answer this question, the author 
has examined both the overall perform¬ 
ance of the economy and also of those 
aspects of growth which are of particular 
concern to the poor. The significance of 
a particular economic strategy and policy 
differs according to whom we envisage to 
be the beneficiaries of such a policy. 

During the years of planning, the basic 
constraint on the growth of the Indian 
economy was perceived to lie in scarcity 
of capital. It was thought that an increase 
in productivity and in employment both 
required a substantial increase in capital 
stock of the economy. From this it was 


BASraRN BOONOMiaT 


38t 


MAIIGB 3, 1971 



AH easy passage to Mahalanobis model 
where the objective was ^*to maximise the 
share of investment in the capital goods 
producing sector, in order to maximise 
the rate of growth of consumption over 
time rather than the current level of con¬ 
sumption/’ Also given the nature of the 
Indian economy, the stress appeared to 
be on investment towards creating out¬ 
put-capacity rather than immediate out¬ 
put, This concentration of investment 
surely gave a certain impetus to the growth 
of modem industrial sector in India 
which by any standard was remarkable. 

But this strategy of development 
through capital goods industries in a 
country like India proved abortive for a 
number of reasons. 

important reason 

The first and most important reason, ac¬ 
cording to the author, is the fact that the 
above strategy gave too little recognition 
to the problems of agricultural develop¬ 
ment. This was almost fatal in an econo¬ 
my where more than 70 per cent of 
people depend upon this sector which also 
contributes about half of national pro¬ 
duct. Secondly, even within the narrow 
compass of industrial development, says 
the author, “the strategy contained 
within itself the seeds of its failure.” 
“The basic flow in it was, perhaps, the 
failure to realise that a policy formulated 
in a centrally planned economy might 
not work in quite the same fashion in a 
mixed economy, where only a small 
part of total activity would be within the 
direct control of the government.” The 
result v/as a failure to reach investment 
targets according to any order of priority 
and a diversion of resources away from 
certain strategic sectors towards less 
essential consumer goods such as luxury 
and semi-luxury goods and industries 
producing their inputs. Even in the public 
sector, there was a diversion of resources 
away from development expenditure to. 
wards non-dcvclopmert expenditure. 

Public inves tment failed to generate its 
own savings partly becaus of unexpectedly 
long gestation period upsetting the whole 
time schedule and secondly because of low 
operational efficiency in many public 
sector undertakings. Also influences on 
the side of demand helped to tighten the 


savings constraint. Public sector industries 
were typically capital-intensive and the 
rate of profit depended upon the degree 
of utilisation of installed capacity. For 
basic and heavy industries in the public 
sector to be self-financing, it was essential 
to maintain a high rate of growth of over¬ 
all demand in the economy. This was not 
possible without a concomitant increase 
in the rate of supply of wage-goods. This 
implied a rapid and sustained rate of 
growth in output of that sector which 
was the chief producer of wage-goods, 
namely agriculture. 

Failure to sustain a steady rate of growth 
of agricultural output, especially of food- 
grains consistent with the rate of growth 
of population and increase in aggregate 
demand consequent on heavy investment 
in basic and heavy industries in the 
public sector, implied a number of things. 
For example, it meant failure to achieve 
high rate of growth of total output where¬ 
in agriculture has a lion’s share; alsQ 
because of close sectoral interdependence, 
it provided an explanation of how failure 
to achieve a high rate of production in the 
wage-goods sector resulted in a severe 
constraint on rapid growth of non-agricul- 
tural sectors. Thus shortage of wage- 
goods became the biggest constraint on 
the overall growth rate and employment. 

spurious concern 

And thus in spite of the concern shown 
for the poor, very Jiltlc was done because 
of the emphasis on overall growth of the 
economy in the belief that prosperity of 
the countiy in general will automatically 
filter through as also due to the strategy 
of development that was adopted, namely 
development through capital goods in¬ 
dustries. The bulk of the poor in India 
consists of small and marginal farmers, 
landless agricultural workers and rural 
artisans. These sections of the Indian 
population hardly got employment oppor¬ 
tunities and therefore hardly any income 
with which to purchase wage-goods. 
Naturally when wage-goods were in 
short supply due to neglect of agricul¬ 
ture, the poor found it impossible to suc¬ 
cessfully compete with those in the higher 
income groups who also consume wage- 
goods. And therefore the aufihor con¬ 
cludes: ‘The failure of economic policy 


to either identify the wage-goods const* 
raint or give adequate attention to the 
allocation of resources to increasing the 
production of wage-goods, must be rec¬ 
koned as one of the major shortcomings of 
Indian economic strategy... to aim at 
sustained growth without a successful 
resolution of the wage-goods constraint 
was to aim at a chimera.” 

There appears to be general agreement 
that Mahalanobis strategy has misfired, 
if not proved catastrophic. However, the 
more important question is what is the 
way out? 

Is it possible to switch over to new 
strategy of development through consu¬ 
mer goods (wage-goodsj industries by 
reversing the strategy followed during the 
last two decades and especially when 
many public sector enterprises have 
started making profits since 1972? If the 
switch over is made (say due to political 
compulsions), is the vast installed produc¬ 
tive capacity in capital goods sector to be 
kept idle in a capital-scarce country like 
India? Would export of capital goods 
which is picking up be a way out? What 
would be the possible constraints on ac¬ 
celerating the rate of growth of wage- 
goods? Would wage-goods sector res¬ 
pond favourably to heavier investment, 
without much time lag? Would not slower 
flow of capital goods be a constraint on the 
rate of production of wage-goods? There 
appears to be no doubt that some change 
in the strategy of development has to take 
place. But at the same time care needs 
to be taken that we do not move from 
one extreme to another, making the al¬ 
ready difficult situation worse. 

ENTREPRENEURSHIP 

The skill of creating wealth out of 
varied raw materials exists in abundance 
in India. It is upto us to use this 
cntrepreneural skill to produce results in 
terms of new industries, more employment, 
and creation of goods and services of 
various types not only for domestic con¬ 
sumption but also for exports. The ex¬ 
cellent publication. Practical Hints for 
New Entrepreneures, makes an alicmpt “to 
give to new entrepreneurs of ^India the 
essence of nearly four decades of busi¬ 
ness and industrial experience of Mr 
Doshi.” The author and his Amar Dye- 
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Chem Limited represedt *'a success story 
of a purely * indigenous industry develop* 
ed by local skills and standing today on 
an equal footing with its counterparts in 
the rest of the world,’" 

According to J, H. Doshi ‘*the future 
belongs only to industry and not to trade'* 
which cannot flourish in our country as 
in Japan. This is because of elimina¬ 
tion of middlemen (by establishing insti¬ 
tutions like the State Trading Corpora¬ 
tion) has been one of the important poli¬ 
cies of the government. Naturally, ac¬ 
cording to him, future for an energetic 
entrepreneur lies in the industrial field. 

The main 'difference between a trader 
and a manufacturer lies in their time 
perspective. While the trader seeks 
short-term gains, the industrialist has to 
take a long-term view. He has to seek 
steady profits over a long period of time 
and, if necessary, sacrifice profits in the 
short run. There is also difference as 
regards skill required by the two. Trader 
specialises in the skill of buying and sel¬ 
ling; the industrialist has to be a ver¬ 
satile person. He has to know something 
of industrial processes, economics, finan¬ 
ce, labour affairs, management problems, 
research and development, productivity, 
marketing, government relations and 
management. According to the author, 
adaptability to his new environment is 
vital for the success of an industrialist. 
Continual process of education is a must 
for success in running an industry. And 
above all, the author has warned that 
“new industries are not for those who 
wish to enjoy a soft life.” 

the pitfalls 

As regards pitfalls to be avoided by 
a new entrepreneur the author has 
warned that he should not go into 
a new industry after graduation; he must 
acquire knowledge of fundamentals of 
finance and some knowledge of foreign ex¬ 
change; he must not jump into a big ven¬ 
ture but should go in for a venture compa¬ 
tible with his financial resources; he must 
acquire full knowledge of goods to be 
manufactured and also its marketing; and 
he should avoid, as far as possible, ona- 
product industry. 

The new entrepreneur will have to do 


careflil tbinking and planning as to what 
form of business organisation be is go¬ 
ing to adopt—individual proprietorship, 
partnership, a private limited company or 
a public limited company. Each has its 
merits and defects and proper choice of 
business organisation is going to vitally 
affect the fliture of his business. 

^bridge finance' 

A new entrepreneur will have to be 
very careful atout finance which he is 
in a position to get today fairly easily 
from public financial institutions. Loans 
should not be availed of at one stroke; 
banks will help with what is known as 
‘Bridge Finance*. The projected estimat¬ 
es should be on a generous scale, pro¬ 
viding for every contingency as escalation 
of costs at every stage is quite a common 
feature of many new ventures these days. 
The new entrepreneur will find it difficult 
to get deposits and loans. He must 
operate on available working funds with 
utmost care especially because suppliers 
of goods will not generally extend credit 
to him as they would to established ones. 
The new entrepreneur must also take note 
that “the tide of fortune does not rise all 
the time'*; he should therefore provide 
for periods of recession, ensuring finan¬ 
cial viability even if the enterprise operat¬ 
es only on a part of installed capacity. 
When there are good profits in initial 
stages, “the day of problems should al- 
ways be kept in mind'*. The financial 
strength built out of profits in initial 
stages will always stand him in good 
stead. 

According to the author, while select¬ 
ing a factory site, accessibility of raw 
materials, skilled labour, power, trans¬ 
port, water as also marketing facilities 
should all be taken into account. He 
should show foresight in selecting fac¬ 
tory site and should be careful in pro¬ 
viding for possible future extension as 
was done by Phirzha Godrej and Kastur- 
bhai Lalbhai while choosing factory sites 
at Vihkroli and Bulsar, respectively. He 
should synchronise the schedule of land 
acquisition, construction of building, power 
connection, recruitment of basic person¬ 
nel, and acquiring of different machines 
and finance. If these exercises are done 
carefully, capital cost of the gestation 


period of industry will be reduded 
considerably 

A new efitrepreneur will face a number 
of problems initially. He should therefore 
have a pilot plant and a trial run and 
test-market his product which is bound to 
face competition from rivals and imported 
goods, especially when buyers’ market is 
emerging. He will have to master the art 
of inventory management which will be¬ 
come the first charge on his ingenuity. 
“Inventory management is the grammar 
of industrial language.** In this connection 
the author has warned new entrepreneurs 
not to take anything for granted. 

As regards personnel policy the new 
entrepreneur should be careful to avoid 
relatives and friends (except for some 
posts of confidential nature) and choose 
right persons for right jobs. He should 
see that highbrow and highly priced per¬ 
sonnel do not become a liability; nor 
should he go in for low-priced but useless 
persons. He should build a second line 
of command and should solve problems 
through regular channel. He must be both 
firm and sympathetic. He will have to 
depend upon “pragmatism based on one’s 
own experience.” He will have to broaden 
his vision by selective reading, business 
travels and by establishing contacts with 
various institutions. 

This small booklet excellently written 
and produced wauld provide more insight 
and guidance to new entrepreneurs than 
half-a-dozen books of management. The 
book may be said to contain the quinte- 
sence of four decades of experience of 
J.H. Doshi in the industrial field. Every 
statement and proposition carries the 
stamp of authority. 

RURAL EMIGRATION 

Df D.P. Saxena in his book Ruruban 
Migration in India has made an attempt 
to analyse the impact of emigration on 
the social and economic life of villagers in 
eastern UP. The author has selected four 
villages in the eastern part of UP which 
by any standard is one of the poorest 
regions in the country. In this region the 
density of population is about 1000 per 
square mile and floods and droughts are 
a common occurrence. Too much frag¬ 
mentation of holdings, an age-old system 
of farming, shortage of cheap chemical 
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fbrtiliMn, lade of bdter seeds and irriga* 
tion fteilities l»\e all mode the holdings 
uneeraomical. Crop output is low and 
there we hardly any industries in this area 
to offer alternative employment oppor> 
tunics, A man gets his usual subnormal 
meal -cisily-once a day and the ruling, wage 
rate is a!bout 12 paise for whole day's 
work. An average family of five in eastern 
UP earns annually about R$ 624 while 
his expenditure is about Rs 644. Percent¬ 
age of dependency on agriculture in 
this region is about 85 and landless 
agricultural labourors come to about 
eight per cent. Socially the region is least 
urbanised and the social life in these parts 
is equally backward in the sense that there 
has been little modernisation in respect of 
communication, education and pattern of 
occupation. The social customs of the 
people are closely related to agricultural 
economy and social structure is domina¬ 
ted by caste and creed. No wonder people 
have been emigrating from such a region 
for their betterment by escaping from the 
miserable living conditions. 

attachment to farming 

Analysing emigration, the author found 
that generally people liked to emigrate 
either within the district or at best within 
the state. This shows their strong attach¬ 
ment to agriculture as also strong sense 
of belonging to their villages. The author 
found that there has been a steady flow 
of emigrants, though on two occasions 
emigration rose considerably, once after 
independence and again on launching of 
the second five-year Plan with emphasis 
on industrial development. The frequency 
of visits to native villages by emigrants 
was in a majority of cases once a year, 
casually employed however visiting their 
villages more frequently. Most emigrants 
however maintained close contacts with 
their villages through correspondence. 

Among the causes of emigration, the 
economic push is the most important one 
resulting in increasing population, shrink¬ 
ing per capita cultivable land, decline of 
bandicrafts and rural employment. Other 
causes were persuasion of friends and re¬ 
latives, hope of getting a better job, and 
prospects of starting a new business. The 
analysis of causes of emigration shows, 
that emigrants are pushed to and not 


polled by the cities. The author found 
that urban pull was as yet insignificant as 
it accounted for only two per cent of emig¬ 
rants. It was also found that emigrants 
of all castes and creeds have responded 
to the same set of causes and there are 
no castewise variations in this regard. 
The only important fact that was noticed 
was that emigrants generally came from 
so-called lower castes and lower income 
groups. 

Mif-supporting •arners 

As regards economic consequences, it 
was found that about three-fourths of the 
emigrants had become self-supporting 
earners. The incomes of emigrants’ fami¬ 
lies went up considerably after the head 
emigrated. The families of emigrants 
could also save some part of income and 
this further helped to bring about steady 
improvement. Normally these savings 
were deposited by emigrants’ families in 
postal saving banks or cooperative 
societies. 

Majority of emigrants earned between 
Rs 100 and Rs 200; most of them were 
employed temporarily and only about 13 
percent permanently. This explains per¬ 
sistent contacts of emigrants with their 
villages. Anyway there was definite 
economic improvement in the case of 
emigrants and their families. 

As regards social and cultural conse¬ 
quences, a number of changes have come 
about in the structure of caste system, 
joint family, marriage and festivals. The 
most significant change is that there is 
overall improvement in the social status 
of families traditionally considered as low 
caste. Also contact with urban life seems 
to have greatly transformed the outlook 
of people in regard to marriage, social 
taboos and observance of festivals. For 
example, emigrants’ families were at least 
mentdly prepared for inter-caste marriages. 
The caste system with its numerous taboos 
and restrictions no longer seems to sway 
the minds of people. For example, age 
of marriage has gone up slightly in place 
of child marriages which at one time were 
quite common. The emigrants bring a lot 
of new ideas to villages and it is through 
them that: native villagers come to know 
of fa8hi<^ in dress, and urban mode of 
behaviour and living. Emigrants* outlook 


has been the most important instrument 
of change in village life. The study shows 
conclusively that villagers’ contact with 
the city has been the most effective instru¬ 
ment of social change in the countryside. 

The book based on the author’s 
doctoral thesis makes interesting reading. 
There are a number of details illuminat¬ 
ing the pattern of living in the country¬ 
side. The author's statement that his 
conclusions though drawn with reference 
to only four villages in eastern UP should 
hold good for the rest of the villages in 
the country appears valid. The one im¬ 
portant lesson that comes out of this 
absorbing study is that if economic pro¬ 
gress demands change in outlook and 
value-system of people in Indian villages, 
the surest way to bring about that change 
is to break the isolation of Indian villages 
and bring them into increasing contact 
with urban areas. This would require 
a veritable revolution in the field of trans¬ 
port and communications. Continued 
isolation of Indian villages would mean 
persistence of antiquated outlook and 
institutions with which it would be prac- 
tically impossible to bring about econo¬ 
mic progress. 

FILLING THE GAP 

Considerable encouragement is being 
given these days to new entrepreneurs to 
establish new industrial projects in medi¬ 
um and small industries sectors. As a 
result of government’s policy, and incen¬ 
tives and financial assistance provided by 
public sector financial institutions, a new 
class of professional entrepreneurs is 
emerging in India's industrial field. Unfor¬ 
tunately it is found that these neophytes 
are often not well acquainted with the 
complexities of project formulation. One 
of the important aspects of project formu¬ 
lation is the assessment of market poten¬ 
tial for the product which ap entrepre¬ 
neur proposes to manufacture. 

In a seller’s market, failure to assess 
market potential may not result in much 
damage, but with buyer’s market emerg¬ 
ing in the case of many commodities, (his 
lacuna in project formulation ^ould cer¬ 
tainly produce adverse impact on the busi¬ 
ness. There are many instances when pro¬ 
jects came to grief because market assess- 
moit was neglected or due to ftiilure to 
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decide upon scale of operations, the pro¬ 
duct-mix and the market strategy. Intelli¬ 
gent appreciation of market conditions is 
a must, if entrepreneurs are to survive the 
likely vicissitudes and make success pf 
their business. But unfortunately there 
is a significant gap in existing literature on 
the subject and therefore K.V.S. Menon 
has done well to fill this gap by writing 
his fairly exhaustive book Market Study 
for a New Industrial Project on the sub* 
ject, keeping in view the Indian back¬ 
ground. Incidentally there are a number 
of books on the subject written by mar¬ 
keting experts in western countries; but 
some of the techniques adopted in those 
countries do not appear to suit Indian 
situation. 

The author has rightly emphasised the 
commercial feasibility of a project, along 
with its technical feasibility, financial 
soundness and economic viability. Of 
late, the study of market for the product 
or products proposed to be manufactured 
has assumed a new dimension in the 
wake of recession in certain industries as 
also growing incidence of industrial sick¬ 
ness in the country. Entrepreneurs must 
realise that with acceleration of industriali¬ 
sation and consequent diversification and 
sophistication of the industrial sector, 
there is urgent need for careful market 
appraisal of demand aspect which is ‘‘ulti¬ 
mately the fulcrum on which the success 
or otherwise of an industrial project re¬ 
volves.” 

demand analysis 

In this book the author has dealt with 
various aspects of market study and de¬ 
mand analysis such as the importance of 
market studies before launching a new 
venture, techmques of demand forecasting, 
preparation of market survey reports, ap¬ 
praisal of market reports by decision¬ 
makers and so on. What is significant is 
that the author has kept in view the Indian 
background throughout the analysis. 

For many entrepreneurs who have not 
studied economics at any stage in their 
educational career, the theoretical analy¬ 
sis, in spite of Indian illustrations, may te 
beyond their comprehension. They can 
however profitably turn their attention 
to part II in the teok where the author 
has presented case studies. The case stu-- 


dies ill'respect of dry battery, cotton tex¬ 
tiles, vanaspati, sted, scooters and tractors, 
should explain all the fbndmentals involv¬ 
ed in aarket survey. 

At present, financial institutions while 
sanctioaing loans are attaching increasing 
importance to demand aspect of the pro¬ 
duct {voposed to be manufactured by 
new entrepreneurs. Apart from the im¬ 
portance of market survey at ail times and 
especially when the industrial structure in 
India is becoming more and more sophis¬ 
ticated, the above aspect enhances the 
practical utility of this book to the new 
class of emerging entrepreneurs. 

ROLE OF BANKING 

A number of important questions have 
arisen in the field of commercial banking 
in India: What should be the role of com¬ 
mercial banking in the context of changed 
socio-economic conditions in the country? 
How can the banking system solve the 
new problems before the Indian commu¬ 
nity? What are the implications of the 
changed situation on the organisation and 
functions of commercial banking in India? 
What techniques should commercial bank¬ 
ing adopt to attain optimal efiBciency and 
other related goals? These are all areas 
which are critical to the development of 
the national economy and welfare of 
the people. And though commercial bank¬ 
ing in India has made remarkable progress 
during the last decade, much still remains 
to be done and hence the book Perspec¬ 
tives in Indian Banking by Qopal Karkal 
indicating what needs to be done in Ibture 
in the sphere of commercial banking and 
how it should be done. 

According to the author, the objectives 
of commercial banking policy would be: 
(i) To distribute credit to diilbrent sectors 
for productive purposes, (ii) to operate 
banking in a socially purposefbl way, 
(iii) to have geographical and fiinctional 
expansion of banking activities, (iv)to 
bring about necessary changes in the atti¬ 
tude of bank management in decision¬ 
making functions, (v) to identify the needs 
of customers and try to satisfy them, and 
(vi) to assess the growth potential in the 
ecmuAny and help develop it dirough 
appropriate lending policies and thus be¬ 
come an instrument of national develop¬ 
ment and also of social justice. In other 


terms, commercial banking in India here¬ 
after Will Mve to be "more rural oriented, 
productivity oriented and ^so mass ori¬ 
ented, more deposit and investment ori¬ 
ented.’* Banks will have to help attain 
social and economic goals befbre the 
country as much as it lies widthi their 
power to do so. This is a totally difiRstent 
and radically new role which has been 
thrust upon commercial banking in India 
after independence and especially after 
their nationalisation and they must equip 
themselves to play this new role effectively. 

As part of development-oriented lik¬ 
ing, commercial banks will have to under¬ 
take some sort of a credit planning which 
involves estimation of credit needed by 
various borrowing units (which depends 
upon volume of production, volume of 
sales, volume of purchases of various 
inputs, gestation period necessary to turn 
out products, and efficiency and attitude 
of management and so on), and assess¬ 
ment of available funds (which depend 
upon level of income, propensity to con¬ 
sume and save, degree to which banking 
habits have developed, accessibility of 
banking institutions and so on). 

credit plannjng 

Thus with some sort of credit planning, 
commercial banks will have to play an 
increasingly important role in a planned 
economy by spreading more evenly insti¬ 
tutional cr^it, by ensuring credit to the 
neglected sectors of the economy, and dis¬ 
tributing adequate credit on reasonable 
terms and at the right time. In effect, 
according to the author, ‘‘every bank in 
an underdeveloped country (or region) 
will have to be a development bank.” 
Banks will have to identify with local pro¬ 
blems and local developments. 

In view of the plan objective of raising 
the level of employment and remove mass 
poverty, commercial banks will have to 
come to the help of the neglected sectors 
of the economy in an increasing way. So 
far their financial needs could not be met 
by commercial banks because of (i) poor 
borrowers’ inability to provide satisfactory 
and eligible securities, (ii) lade of contact 
between them and institutional credit 
agencies, (iii) delays in following proce¬ 
dures for sanctioning loans, (iv) unsuit¬ 
ability of institutions’ terms and conditions 
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loaiis, and (v) lack of intetest of fhese 
Uutitc^onsin lending to weaker sections. 
Banka, will have to be liberal hereafter, if 
necessaiy changing some of the old 
proci^nres and methods in granting loans 
to weaker sections of the community. 
Banks must be interested in the entire 
cyde of their economic activity (i.e. pro- 
ducdon, tHstribution and consumption) 
and thus initiate the process of self-sus* 
tained growth in these neglected sectors. 
In the interest of national growth, it is 
better that these weaker sections of the 
community ate assisted to break the vici¬ 
ous circle of poverty. 

Naturally, according to the author, 
this new task before commercial banks 
in the country will involve many organisa¬ 
tional and procedural changes. In order to 
reach remote village, devices such as one- 
man bank and mobile banks imay have to 
be adopted whereas the procedures to be 
adopted must suit the socio-cultural back¬ 
ground of the people to be served. 

Unfortunately there are very few really 
good books on Indian commercial bank¬ 
ing. Even this book by Oopal Karkal has 
many defects. The ideas lie scattered and 
have not been fully worked out and pro¬ 
perly integrated; and data only upto 1968 
is generally given in a book published in 
1977. Reference to a few bulletins of the 
Reserve Bank would have sufficed to bring 
the data up-to-date and enhance to utility 
of the book to the students of banking. 
Even with all these gaps, the book has suc¬ 
ceeded in projecting the perspectives which 
commercial banking in India will have to 
keep in view hereafter and in giving ade¬ 
quately to the readers ideas regarding the 
new developmental role which commercial 
banks in developing countries will have to 
assume in the changed context. 

IRRIGATION 

This monograph, Inigalim Projects in 
Indict—Towards a New Policy by K. Put- 
taswamaiah makes an attempt to examine 
the pros.and cons of the economics of the 
major Irrigation projects vis-a-vis the 
minor irrigation projects with the help of 
empirical data now available. 

Huge investments have been made 
during the Plan period for the devdop- 
ment of irrigation in die country. At pie- 


lent only about 44.10 mllUon bectaies 
of area have been exploited as against the 
ovntall irrigation potential of about 107 
million hectares. 

The Janata government has been laying 
great emphasis on the agricultural sector. 
There is a direct relationship between 
agricultural and rural development and 
availability of irrigational facilities. The 
author has made an attempt to make out 
a case for small irrigation projects as 
against the gigantic irrigation projects 
undertaken during Nehru era on the 
ground that in the capital-scarce country 
like India, investments in minor irrigation 
projects and on tanks and wells would 
bring quicker returns both in monetary 
terms to the government and in terms of 
additional agricultural production. It 
would also bring about balanced regional 
development in contrast to huge irrigation 
projects which bring prosperity to certain 
regions at the cost of others. The author 
has mainuined that “The minor irrigation 
works would help all as against a few at 
the cost of all.” 

projwct appraisal 

The author wants that sophisticated 
techniques of project appraisal should be 
made use of in respect of all major irriga¬ 
tional works to determine the returns on 
investments. In India during 1951-52 to 
1976-77 Rs 4600 crores have been invested 
on irrigation projects. Water supply to 
land has been extended from 22.6 million 
hectares in 1950-51 to 45.4 million hec¬ 
tares by the end of 1975-76. India is still 
required to import agricultural produce 
which goes to show that she has yet to go 
a long why in providing additional irriga- 
tion facilities. Concentrating on gigantic 
irrigational projects has neither helped 
in bringing adequate financial returns on 
investments to government, nor helped to 
fully exploit potential water resources, nor 
made the country’s agriculture progressive 
and productive as in developed coun¬ 
tries. 

According to the author, the water 
resources of the country have been esti¬ 
mated at 1,88,100 crores cu. m. of which 
87,000 crore cu. m. can be utilised for 
purposei. of irrigation. In .addition to 
these, it has been estimated that about 350 


thousand millioa cu.m. ^5 million aats 
feet) sink into the soil and get stored 
underground. At the end of March 1975 
only about 39 per cent of total available 
water resources has been made use of. 
This emphasises the need for digging a 
large number of tanks and wells to tap 
underground water. Emphasis on major 
irrigation works in addition to producing 
regional imbalances and poor financial 
returns, has not made it possible to 
make maximum use of potential water 
resources in the country. Droughts conti- 
nue as before and Indian agriculture still 
continues to be a gamble in the mon¬ 
soon! 

inherent bottlenecke 

According to the author, the inherent 
bottlenecks of major irrigational projects 
have been responsible for only marginal 
and delayed returns on investments in 
them. There has been lack of cost-cons¬ 
ciousness in the case of major irrigation 
works and it is this which has come in 
the way of misdirection of scarce capital 
resources in the country and very slow 
rate of progress of the agricultural sector 
which in turn has hampered the rapid 
development of the industrial and other 
sectors of the economy. 

According to the author, minor and well 
irrigation has several advantages. It 
involves lower investment per acre and 
lower maintenance costs. The gestation 
period is small and utilisation of minor 
irrigation works is quicker and involves 
much less overhead expenditure. The 
author has maintained the minor irrigation 
works are more beneficial than major and 
medium works from a benefit-cost angle in 
the short-run. The author therefore wants 
that “the future policy should have an 
accent on minor irrigation with a modi¬ 
fication to the effect that the large and 
medium projects should also be taken up 
when the exchequer is having safe breath¬ 
ing.” He has insisted that the slogan for 
the coming years should be: “Rural infras¬ 
tructure (especially minor irrigation projects 
and wells) for rapid growth”. This should 
be regarded as the king-pin of develop¬ 
mental strategy for 1980s. There has been 
failure to do this so far resulting in increa¬ 
sing mass poverty and failure to do that 
again would mean “a chain of failures 
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along the line in the form of more 
droughts,' more food shortages, shooting 
up of prices, lower tempo of industrial 
development and a swelling army of the 
unemployed.” Major, medium and minor 
irrigational works are complementary to 
one another and the author admits the 
advantages of multipurpose giant major 
irrigation works. But for some time the 
emphasis will have to be on minor irriga* 
tion works, tanks and wells. This would 
mean both the most efficient use of capital 
resources at the disposal of the country 
and quickest returns in the form of addi¬ 
tional agricultural produce so urgently 
needed in the country both to combat 
inflationary pressure and to relieve misery 
of the masses. 

That the irrigational strategy on which 
agricultural development almost wholly 
depends in a country like India has mis¬ 
fired appears to be evident from the fruits 
we have been enjoying after a quarter 
century of planning which has made hard¬ 
ly any perceptible difference in our per 
capita availability of foodgrains in the 
country in spite of tremendous potential. 
Bigness fascinated Jawaharlal Nehru not 
only in the industrial fields but also in the 
irrigational field with extremely unfavour¬ 
able chain reactions throughout the eco- 
nomy until we came to realise that ‘small 
is beautifiil'. In a capital poor and labour- 
surplus country there is a very strong case 
during early stages of development for 
minor irrigational works which are being 
emphasised by the new government. Eco¬ 
nomics of minor irrigation works indicates 
that the strategy should pay off. 

FISCAL POLICY 

The Economic Research Division of the 
Birla Institute of Scientific Research, New 
Delhi, as part of its research programme, 
brings out from time to time research 
studies having a bearing on important 
aspects of national and international 
economic problems. Bakshi D. Sinha, 
the director of research, has written Fiscal 
Policy and Economic Growth, as a part of 
the research programme on the important 
subject of fiscal policy and economic 
growth. 

According to the author, the budgetary 
policy of the government of India as 
enunciated from time to time during the 
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last SA yars has been aiming at spch 
objectives as reduction glaring income 
disparities, restraining inflationary 
pressures, minimising quantum of deflcit 
financing, controlling recession and stag- 
flation, more effective resources mobilisa¬ 
tion for investment purposes to accelerate 
the growth of the economy and so on. 
And yet the budgetary policy of the 
government of India (of which taxation 
policy is an important constituent) has 
come to be so conducted that, according 
to the author, the policy has led to slow 
growth rate, sectoral imbalance, lack of 
investment capital, lower production, 
mounting unemployment, low per capita 
income and inflationary trends. The 
author has rightly maintained that the 
fiscal policy in India has been vacillating 
in nature during the last 30 years. 
Naturally he is keen on analysing to what 
extent “the changing fiscal policy has 
affected the basic structure of the national 
economy and influenced its growth.” 

additional taxation 

But the author has concentrated his 
attention on only one aspect namely the 
impact of additional taxation on the 
growth of the economy. In order to 
make clear the full implications of his 
thesis, the author has stated his assump¬ 
tions as follows: 

“(1) Additional taxes levied by the 
government from 1946-47 to 1976-77 
should have been in the hands of the 
people for investment. 

*‘(2) The output generated by the 
additional investment thus left in the 
hands of the people would have been at 
the rate of 1.5 :1. 

“(3) The yearly reinvestment out of 
additional income derived by such invest¬ 
ment would be of the order of 20 per 
cent of the total income generated, having 
two years of gestation period for each 
unit of investment to produce. 

‘‘(4) The price factor is based on 
wholesale price indices from 1946-47.” 

The author has worked out that during 
1946-47 to 1976-77 additional taxes 
levied both by the union and state govern¬ 
ments amounted to Rs 3,434 crores. The 

author state;: ”.if this amount had 

been left in the hands of the people for 
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bvestnumt, it would have acbekrated, the 
growth of Gross National Product, the 
per capita income and consequently the 
total tax revenue to the government at a 
much faster rate with a multiplier efiimt.” 

Assuming that all the amount had been 
left with the people for investment, Instead 
of being collected by additional taxation, 
and assuming output-investment ratio of 
1.5 :1.0, ‘-the additional ONP from addi¬ 
tional investment ought to have been... 
Rs 234,590 crores in 1976;.77.” The 
actual GNP was Rs 66,318 crores in 1976- 
77. According to the author, “this would 
show an increase of 4.53 times from the 
actual ONP achieved in 1976-77.” Accord¬ 
ing to him, “the per capita ONP without 
price factor would increase from Rs 1,087 
to Rs 4,973 in 1976-77.” 

salutary sffset 

The author observes that a consistent 
increase in the rale of growth of the 

economy_“will have its salutary effect 

on taxation system.” The author has 
worked out that “the total tax revenue 
receipts over and above the actual revenue 
receipts would have increased by 
Rs 217,978 crores. The additional revenue 
receipts would have improved the situation 
by providing surplus from 1960-61.” It is 
observed that “the combined budgetary 
deficits of the central and state govern¬ 
ments amounted to Rs 7,046 crores.” The 
author continues: “....we would not 
only have naturally wiped out this deficit 
of Rs 7,046 crores but also provided a 
surplus of Rs 210932 crores for develop¬ 
ment and growth.” 

On the basis of his calculations, the 
author concludes that there has not been 
coherent fiscal policy which might have 
met the basic problems of the country viz 
poverty and unemployment; the addi¬ 
tional taxation levied every year, without 
increasing the purchasing power of the 
people affected their saving potential and 
the quality of their life. In order to tackle 
the basic problem of poverty and growing 
unemployment, the instrument of fiscal 
policy needs to be rationalised and made 
growth-oriented. 

While broadly agreeing with the 
author’s contention that government’s 
taxation policy right from Sir Sban- 
mukham Chetty to H.M. Patel has been a 
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botch'i^b based on ad booism and lack¬ 
ing Ic^g-terni perspective, one has to 
reject outright the authors's above thesis 
and naturally all his conclusions. The 
entire analysis appears to be based on 
certain convenient assumptions which 
have no validity. , 

The author has made the assumption 
that the people would have invested all 
the amount if it were not taken away from 
them by taxa^on. In view of the fact that 
a major portion of additional taxation has 
come out of excise and sales taxes which 
ate generally regressive, it is more than 
likely that in a poor country where the 
propensity to consume is high (0.7 per 
cent), a substantial amount would have 
been spent on consumption instead of 
being saved and invested. This is for 
example what is happening in the under- 
taxed agricultural sector, thanks to the 
demcmstration effect. Even cooperative 
loans given for productive investment are 
being spent on consumption. The author 
should note that saving by the private 
corporate sector for the year 1976-77 
amounted to only Rs 118 crotes, thanks 
again to the demonstration effect, our 
high executives in private sector trying to 
emulate their counterparts in the develop¬ 
ed countries. 

80ure« of funds 

The author should have also noted that 
a substantial portion of the additional 
taxation of Rs 3,434 crores has come back 
to the private sector for investment pur¬ 
poses through public financial institutions 
which have become these days the main 
source of funds to private sector enter¬ 
prises. 

Also as the author has stated in the 
beginning, the purpose of additional taxa- 
tion is not just mobilisation of additional 
resources for investment purposes but also 
to attain certain other objectives such as 
reduction of extreme income inequalities 
and balanced regional development. 
There has necessarily to be trade-oif 
between the two objectives of rapid 
economic growth and distributional justice. 

Also, even a tiro knows that govern¬ 
ment's expenditure policy must be kept in 
view while criticising taxation policy which 
cannot be viewed in isolation. While 
much is wrong with govenunent’s expendi¬ 


ture ptdicy, it has also provided infra¬ 
structure facilities without which private 
investment would have fhced many bottle¬ 
necks. 

Further, even granting that there were 
no^additional taxation and all that amount 
would have been invested by the people, 
the author has based his calculations of 
GNP and per capita income on the basis 
of output-investment ratio of 1.5 : I. The 
author has not stated on what basis he 
has assumed this extremely favourable and 
unrealistic output-investment ratio. Charan 
Singh in his book on India’s Economic 
Policy has arrived at the figure of 0.7 ^ 1 


taking into consideration only fixed 
capital. If we add to this the variable 
capital, the ratio would be much lower 
say around O.S : I, thanks to labour in¬ 
efficiency and unsatisfactory industrial 
relations. This would mean that the 
author's figures of ONP and per capita 
income have got inflated to such an extent 
that the reader has to strain his eyes to 
convince himself that the figures are not 
misprints! Research to be worthwhile 
will have to be based on realistic assump. 
tions. Otherwise research becomes merely 
an exercise in futility and therefore of 
absolutely no use as a guideline for poli(^. 
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TRADE 

WINDS 


tndo-Pak Agricultural 
Coopsration 

Mk Surjit Siogh Baraala, 
minister for Agriculture and 
Irrigation, and Dr Amir 
Mohammad, Pakistan presi- 
dent's adviser on Food and 
Agriculture, have underlined 
the need for exchange of 
technical know-how and ex¬ 
pertise in agriculture and allied 
fields for the mutual benefit of 
the two countries. This is of 
particular importance as agri¬ 
culture being the mainstay of 
livelihood of the peoples of 
India and Pakistan, needs 
determined efforts for improv¬ 
ing traditional methods by 
developing new technology. 

Mr Barnala stated it was in 
the fitness of things that the 
first high level contact after 
re-establishment of diplomatic 
relations between the two 
countries, was made in the 
field of agriculture, as culti¬ 
vation of the land was the 
major source of living for 
people boih in India and 
Pakistan. In both countries, 
there were encouraging signs 
of determined efforts to fight 
the problems of low produc¬ 
tion by improving farming 
methods and evolving new 
technology, he added. 

In his reply Dr Amir 
Mohammad said that India 
and Pakistan could benefit from 
each other's experience in the 
field of agriculture because 
physical and social conditions, 
across the border were almost 
similar. The areas of common 
interest, he said, were appro¬ 
priate technology, eflident 


crop production and water 
management. He referred in 
particular to the threat to the 
sub-continent from locust 
population reported to be 
building up in the Horn of 
Africa and suggested that the 
menace could be checked only 
by. a joint effort of the two 
countries. 

Decision on Jha 
Committee Report 

The report of the Jha com¬ 
mittee covers the entire gamut 
of indirect taxes levied both by 
the central government and the 
states and contains a wide range 
of recommendations. The Fina¬ 
nce minister, Mr H. M. Patel 
stated recently that the govern¬ 
ment had taken the following 
decisions in relation to central 
excise and customs duties, 
keeping in view the recommen¬ 
dations of the committee; (i) 
Amalgamation of basic and 
auxiliary duties of excise; (ii) 
Conversion of specific duties 
of Central Excise into ad 
valorem levies as far as possi- 
ble; (iii) Stepping up of duty 
under Item 68 of the Central 
Excise Tariff; (iv) Grant of set¬ 
off in respect of duties paid 
under Item 68 of the Central 
Excise Tariff, on inputs used in 
the manufacture of other ex¬ 
cisable goods; (v) Reduction of 
Central Excise duty on water 
coolers; (vi) Reduction of 
Central Excise duty on pump¬ 
ing sets; (vii) Revision of the 
Central Excise duty structure 
on cotton fabrics (except fine 
and superfine) in relation to 
the value of the fabric rather 
than physical specification re¬ 


lating thereto; (viii) Reduction 
of import duty on stainless 
steel sheets, strips and plates 
used as raw material for the 
manufacture of specified capital 
goods (machinery) and com¬ 
ponents. 

N«w Wheat Varieties 

The Soviet Union will give 
India new varieties of wheat 
and also the man-made ‘‘triti- 
cale" variety which it has 
developed. This was stated 
recently by academician N.V. 
Turbin, leader of the four- 
member Soviet delegation to 
the wheat symposium held 
recently. The Soviet high yield¬ 
ing wheat varieties to be given 
to India are ♦‘Odessakaya-Sl”, 
“Odessakaya-66” “Polikarli- 
kovaya” and “Chaika”. Aca¬ 
demician Turbin said the 
USSR proposed to give sam¬ 
ples of triticale to India for 
breeding on an experimental 
basis and the ^prospects for 
this variety depended on 
India's climatic conditions”. 

Salem Steel Plant 

Mr Biju Patnaik, minister of 
Steel and Mines, stated recently 
that the first stage of the Salem 
steel plant was now under ex¬ 
ecution and production was 
expected to commence towards 
the end of 1981. He further 
informed that the investment 
during the first stage was esti¬ 
mated at Rs 126.81 crores. 
The second stage of the steel 
plant would cost Rs 433.19 
crores, but no decision had yet 
been taken on its implementa¬ 
tion. An annual production of 
32,000 tonnes of cold rolled 
stainless steel sheets and strips 
was envisaged after the first 
stage was completed. The 
balance facilities for iron and 
steelmaking, hot rolling and 
cold rolling of stainless electri¬ 
cal and other special steels, 
starting from iron and scrap 


would be established in the 
second stage. 

The progress of work at the 
Salem steel plant is quite 
good. Most of the infrastruc- 
ture work at the site has'^becn 
completed. Tenders for the 
main plant and equipment 
have been received and cons¬ 
truction of the cold rolling 
mill complex has already com¬ 
menced. 

Minerals in ths 
Andaman Islands 

The minister of Steel and 
Mines, Mr Biju Patnaik, told 
the Rajya Sabha, in reply to 
a question that the Geologi¬ 
cal Survey of India was conti¬ 
nuing investigations for mineral 
deposits in the Andaman and 
Nicobar group of islands. The 
survey of ultramafic rocks is 
being done for platinum, co- 
bait, chromium etc. A search 
is also being made for diato- 
maceous earth while another 
survey has been taken up for 
copper deposits. T he prospect¬ 
ing work was still at a prelimi¬ 
nary stage and the question of 
exploitation of these minerals 
will be taken up only after the 
survey have been completed 
and the economic viability of 
the deposits has been estah- 
lished. 

Fertiliser from Canada 

Canada and India signed a 
loan agreement recently for 
Rs 7.1 crores for the supplyof 
Canadian fertilisers and ferti¬ 
liser material. This is an ad¬ 
ditional loan, supplementary 
to an earlier loan of approxi¬ 
mately Rs 27.05 crore for ferti¬ 
liser made available to India 
last October. The agreement 
was signed at a ceremony in 
the ministry of Finance^by the 
Canadian High Commissioner 
to India, Mr R.L. Rogers and 
Or Manmohan Singh, secretary 
of the department of Economic 
Affairs. The new loan carries 
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no interest, commitment or 
service charges and it is repay, 
able in SO years which includes 
a 10>year grace period. The 
loan funds will be used for the 
purchase of muriate of potash, 
urea and sulphur according to 
India’s requirements. It wilt 
also cover the ocean freight 
costs incurred in shipping the 
fertiliser to India. 

New Telephone 
Exchenge for Delhi 

A 10,000 linesmaintelephone 
exchange was commissioned at 
Hauz Khas, New Delhi. This 
is the thirty seventh exchange 
in Delhi Telephone system. 
This exchange is located at the 
junction of Aurobindo Marg 
and outer Ring Road. The 
Communications minister, Mr 
Brij Lai Verma, formally in. 
augurated the exchange. The 
main exchange equipment for 
the Hauz Khas II Exchange 
(66) has been supplied by M/s 
Nippon Electric Company of 
Japan. The interconnecting 
equipments nt other exchanges 
have been supplied by M/s 
Indian Telephone Industries 
Ltd and the underground cables 
have been supplied by M/s 
Hindustan Cables Ltd. The 
planning and installation of this 
exchange, the planning and 
execution of all cable works 
and other connected works 
have been carried out by the 
engineers and staff of Delhi 
Telecommuiucations. 

With the commissioning of 
this exchange, the Hauz Khas 
exchange area will be extended 
with the inclusion of the 
entire area south of Ring 
Road now served by Jor 
Bagh exchange and some area 
now served by Okhia exchage. 
Approximately 5,000 lines 
served by Jor Bagh exchange 
and 700 lines served by Okhia 
exchange will be transferred 
to the new exchange. The 
capadty rendered spare in Jor 


Bagh and Okhia exchanges 
will be utilised for giving new 
connections as wdl as accom¬ 
modating shifl-in requests. 

InilO'Viatnaiii Trade 

India and Vietnam signed on 
February 26 four agreements 
to promote cooperation bet. 
ween the two countries in the 
fields of science and techno, 
logy, agricultural research and 
trade. The prime minister, Mr 
Moraiji Desai and Vietamese 
prime minister, Mr Phan Van 
Dong, were present when Viet¬ 
namese Foreign Trade minister, 
Mr Dang Viet Chau and Exter¬ 
nal Affairs mim’sler, MrA.B. 
Vajpayee, Agriculture minister, 
Mr S.S. Bamala, Commerce 
minister, Mr Mohan Dharia 
and Finance minister, Mr H.M. 
Patel signed the agreement. 
With Mr Chau Mr Vajpayee 
signed the agreement on coope¬ 
ration in science and techno¬ 
logy. The agreement envi¬ 
sages cooperation through an 
exchange of scientists, specia¬ 
lists and scientific information. 
It also has provision for joint 
research on problems of com¬ 
mon interest to both countries. 
Under this agreement the two 
countries may also exchange 
licences and patents. 

Under the credit agreement 
signed by Mr Patel and Mr 
Chau, India will give a credit 
of Rs 10 crores to Vietnam for 
purchase of railway equipment 
and such other goods as might 
be mutually agreed upon. A 
part of this credit carries an 
interest rate of five per cent and 
repayments, spread over 10 
years, will commence from 
1982. 

India and the Republic 
of Vietnam concluded another 
trade and economic coopera¬ 
tion agreement. Mr Mohan 
Dharia, minister of Com¬ 
merce, Civil Supplies and 
Cooperation and Mr Dang 
Viet Chau, mim'ster of Foreign 


Trade signed the agreement fi>r 
the two govemmerts respecti^ 
vely in presence of their prime 
ministers. 

Under the agreement, the 
contracting parties shall ac¬ 
cord each other most-favour- 
ed-nation treatment in all mat¬ 
ters relating to trade between 
the two countries. All payments 
between the two countries shall 
be effected in freely convertible 
currency. The agreement incor- 
porates two indicative lists of 
commodities available for 
export from the two countries. 
Among the items of export to 
India are locomotives, coaches 
and bogies, agricultural machi¬ 
nery, pharmaceutical products, 
electrical appliances and electri¬ 
cal wires and cables and pig iron, 
steel and products thereof and 
those from Vietnam, rice, vege¬ 
table oils, apatite and oilseeds. 

The agreement provides for 
the promotion of economic and 
technical cooperation between 
the two countries and for this 
purpose, envisages encourage¬ 
ment of mutually agreed 
schemes and exchange of techni- 
cal know-how, skilled person- 
nel and technical trainees. The 
agreement will be valid for a 
period of three years with the 
provision of automatic exten¬ 
sion by one year at a time, un¬ 
less either contracting party 
gives a notice in writing three 
months before the expiry of 
the periods of its intention to 
terminate the agreement. There 
will be mutual consultations 
with each other, as and when 
necessary, to review the work- 
ing of t^ agreement. 

Marktt Survay 
in Franea 

With the objective of asses¬ 
sing the market potential for 
selected products in selected 
markets, the Trade Develop¬ 
ment Authority had undertaken 
a market survey for scientific 
mstruments in France, under 


the IndoJ^rench CommereUd 
Develppmetit Programme. The 
report brotuUy covers major 
findings and recommendations, 
economy and foreign trade, the 
market for scientific instru¬ 
ments, market characteristics 
and products of interest to 
India, import polity relating to 
scientific instruments and* 
recommendations etc. Copies 
of the report are available with 
TDA for sale at Rs 13 (inclu¬ 
sive of Rs 3 for packing and 
forwarding). 

New Aluminium Unit 

The government has awar. 
ded a contract to Alumi- 
nium Pechiney, a well-known 
company of France, to carry 
out a feasibility study of the 
proposed integrated aluminium 
complex based on the east 
coast bauxite in Orissa. The 
company, which had held pro¬ 
tracted negotiations with the 
state-owned Bharat Aluminium 
Company Limited (BALCO) 
has been awarded the letter of 
intent for carrying out the 
study. Under the contractual 
agreement, the French com¬ 
pany will complete the feasibi¬ 
lity study by March 31, 1979. 
However, it is expected that it 
will be able to provide adequate 
information and data to 
BALCO before the end of the 
current year so as to enable it 
to take advance action on the 
proposed complex. It is envi¬ 
saged that this feasibility study 
will ultimately lead to the reali¬ 
sation of an aluminium com¬ 
plex comprising a bauxite mine 
in Orissa, an alumina plant of 
a capacity of between 600,000 
and 800,000 tonnes per annum 
and finally an aluminium plant 
of a capacity of 180,000 tonnes 
per annum. It is held that the 
proposed complex is being desi¬ 
gned principally with an export 
orientation. This is particularly 
in the context of the alumina 
plant, a value added item for 
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export, wbete it is envisaged 
to export a substantia] quantity 
of alumina. After meeting 
exports, the balance alumina is 
proposed to be utilised for 
reduction to aluminium in the 
smelter which is being design¬ 
ed. The government is already 
having a dialogue with a large 
number of prospective buyers 
of alumina to enter into a long¬ 
term contractual agreement, the 
two major contenders being 
Iran and the Soviet Union. 

Aluminium Pechiney with 
its headquarters in Paris is one 
of the earliest producers to have 
established commercial produc¬ 
tion of aluminium and is among 
the large aluminium producers 
in the world. 

Bokaro Blast Furnaca 

President Neelam Sanjiva 
Reddy stressed the need for 
linking the growth of steel 
industry in the country to the 
prosperity of the people around. 
Inaugurating the third blast 
furnace of the Bokaro steel 
plant, Mr Reddy cautioned that 
steel industry would not grow in 
insolation but with the people 
around. He praised the efforts 
of the Steel ministry to link the 
growth of the industry and its 
achievements with the people 
not only in the industry, but 
outside also. He said: **I am 
glad that taking steel to villages 
for consumption in rural areas 
is also receiving serious atten¬ 
tion of the government’*. Mr 
Reddy said all steel plants in 
the country had been asked by 
the ministry to take a hand in 
the develojimg^ of villages 
around them witnin a distance 
of 20 to 25 km. Special depart¬ 
ments were also being created 
in steel plants for this purpose. 
The inauguration of the third 
blast furnace marked the com¬ 
pletion of the 1.7 million- 
tonne first stage construction of 
Bokaro steel plant. The Steel 
minister, Mr Biju Patnaik, 


the governor, Mr Jagannath 
Kaushal, and the chief minis¬ 
ter, Mr Karpoori Tbakur, were 
present at the function, which 
was attended by some Soviet 
leaders. 

Afro-Asian Conference 
on Welding 

An Afro-Asian Conference 
on Welding and Metals Tech¬ 
nology was organised recently 
in New Delhi jointly by the 
Indian Institute of Welding 
(IIW), the Indian Institute of 
Metals (IIM) and the Associa¬ 
tion of Indian Engineering 
Industry (AIEI). Nearly 350 
delegates participated in the 
conference. Apart from Afro- 
Asian delegates present were 
leading experts in the field 
from Japan, Britain, Holland, 
Sweden, the USA and also 
representatives of the Inter- 
national Institute of Welding. 
All aspects of welding and 
metals technology were consi¬ 
dered in 10 technical sessions 
during the conference. The 
growth of the science and 
technology of metals and 
welding is directly related to 
the industrial development of 
a country and this is parti¬ 
cularly true of developing 
countries. 

India Liberia 
Cooperation 

India and Liberia initialled 
two draft agreements for eco¬ 
nomic and technical coope¬ 
ration and trade. ' ‘^This is a 
modest beginning symbolising 
new relationship between India 
and Liberia,*’Liberian Planning 
minister, Mr D. Franklin Neal 
told newsmen after signing the 
draft documents. Mr V.K. Ahuja 
secretary (Economic Relations) 
and Commerce secretary, R.D. 
Thapar signed the agreements 
on behalf of India. The Libe¬ 
rian delegation which visited 
various parts of the country in 


small groups was ^‘impressed*’ 
by what they saw in India. 
They found considerable scope 
for development of econo¬ 
mic cooperation sharing the 
experience of both countries. 
The draft documents which 
will be finalised during the visit 
in May of Liberian Foreign 
minister identified different 


fields forcooperation and deve¬ 
lopment, 

Liberia exports 25 million 
tonnes of iron ore to west 
Europe. Liberia would like 
to set up steel mills to meet 
its domestic requirements of 
steel. MECON which had sent 
a team to Liberia had prepared 
a feasibility report which was 


FORM I - A 

NOTICE 


It is hereby notified for the information of the public that Shriram 
Bearings Limited proposes to give to the Central Government in the 
Department of Company Affairs. New Delhi, a notice under sub-section 
(1) of section 21 of the Monopoliae and Restrictive Trade Practices 
Act. 1969. for substantial expansion of its activities. Brief particulars 
of the proposal are at under 


(i) Namefa) of person(8)/body 
corporate owning the under¬ 
taking. 

(li) Capital structure of the 
applicant undertaking. 


(ill) Details of the proposed 
substantial expansions : - 
(a) Names of new goods to 
be produced, supplied, 
controlled or distributed 
or of new services to be 
rendered. 


(b) In the case of substantial 
expansion of existing 
jBctIvities 

(i) Names of goods 
Ol) Capacity before 
expansion 

(ill) Expansion proposed 
(Iv) Location of the 

project for substantial 
expansion 

(V) Brief outline of the 
cost of the project, the 
scheme and sources 
of finance 


Shriram Bearings Limited, 


Authorised Amount/Re. 

15,00.000 equity shares 
of Rs. 10 each 1.50.00.000 

50,000 cumulative, redee¬ 
mable preference shares 
of Rs. 100 each 50.00,000 

TOTAL 2,00,00.000 
Issued, Subscribed 
and Paid-up 
5,50.000 equity shares of 
Rs. 10 each 55,00.000 

20,000 11% cumulative, 
redeemable preference 
shares of Rs. 100 each 20.00,0 00 
TOTAL ~75.00.000 

Manufacture of (I) Needle Roller 
Unit Cages/Thrust Cages and their 
assemblies; (ii) Shell Type Needle 
Roller Bearings and their assemb¬ 
lies; (lii) Needle Roller Bearings 
and combined Needle Roller/Thrust 
Ball Bearings and their assemblies; 
(Iv) Roller/Needle Bearing assemb¬ 
lies for Spin Spindles; (v) Roller/ 
Needle Bearing aseemblies for 
Spindle Inserts; and (vl) Needle 
Rollers. 


This is not a case of substantial 
expansion of existing activities. 


2. Any person interested in the matter may make a representation to 
the Secretary, Department of Company Affairs. Government of India. 
Shastrl Bhawan, New Delhi, within 14 days from the date of publication 
of thie Notice. Intimating his views on the proposal and indicating the 
nature of his interest therein. 

Sd/- 

SHRI DHAR 

Managing Director, Shriram Bearings Limited. 
DCM Premises, Bara Hindu Rao, DelhM 10006. 

Dated : this 27day of 

February, 1978 _ 
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gndei euanumly coimuned in prichit policies relstiog to this 
tbeconatiy isnowoftheoKter bevehi|e. There is, therefore, 
ofRsl2per kg. As it is, the ,no juttification for extendiqg 
Tea Act, 1953. gives wide the provisions of the Essential 
powers to the government over Commodities Act, stated an 
production, distribution and UPASI press release. 

Namn in the News 


being considered by the govern* 
ment of that country. Liberia 
is also an e?fporter of rubber. 
It would like to produce tyres 
and tubes. Preliminary investi¬ 
gation about the possibility for 
commercial exploitation of the 
rubber was proposed to be 
taken up. This is to be entrus- 
ted to the National Industrial 
Development Corporation 
(NIDC). Liberia is an exporter 
of diamonds and ways to co¬ 
operate in this field were also 
being considered. Liberian 
palm oil, coca etc. might also 
be imported by India. 

GIIC Assistance for 
New Units 

The Gujarat Industrial In¬ 
vestment Corporation has 
sanctioned linancial assistance 
of about Rs 13 lakhs to tech- 
nocral/professional entre¬ 
preneurs to start new projects 
in the medium scale sector 
under the Seed Capital Scheme 
of IDBr. While this assistance 
has been provided to three 
units, two more units have 
been recommended for sanc¬ 
tion of Rs 4.50 lakhs. The 
three units already sanctioned 
will generate investment of 
over Rs 162 lakhs of which 
Rs 120 lakhs will be in the 
centrally noti/jcd backward dis¬ 
trict of Broach. The range of 
investment in those units vary 
from Rs 25 lakhs to Rs 95 
lakhs. The projects sponsored 
have an accent on technical 
bias and would produce tung¬ 
sten carbide products—15 
tonnes per annum, special 
grade castings—500 tonnes per 
annum and about 95,000 
pieces of sophisticated hand 
tools. They will also generate 
direct employment for about 
J40 persons in the backward 
district. The castings project 
being set up in Ahmedabad 
will employ about 45 persons. 

An important aspect of the 
Seed Capital Scheme is the 


nature of aMistaiice. The assis¬ 
tance limited to Rs 10 lakhs or 
10 per cent of the pngect cost 
whichever is less fonns part of 
the promoter's share capital. 
The projects are required to 
be of techno-entrepreneural 
bias and fixed capital invest¬ 
ment not exceeding Rs 1 crore. 
1 he assistance is available to 
techno entrepreneurs for their 
first venture in the medium 
scale sector of industry as 
equity subscription in public 
limited companies, as redeem¬ 
able cumulative preference 
shares in private limited com¬ 
panies and as interest free 
soft loan to proprictory/part- 
nership firms with nominal 
service charge. Among the pro¬ 
jects sanctioned Seed Capital 
Scheme, Rs 7.125 lakhs has 
been provided to one unit by 
way of equity shares, Rs 3.5 
lakhs to the 2Qd unit by way 
of redeemable cumulative pre- 
ference shares, and Rs 2 lakhs 
as soft loans to the 3rd unit. 
The two units now under 
consideration will generate 
investment of over Rs80 lakhs. 

Ttaan Easantial 
Commadity 

The inclusion of tea under 
the Essential Commodities Act 
IS an unnecessary control 
imposed on the tea industry, 
according to the United 
Planters’ Association of South 
India. Following the increase 
in tea prices last year, the 
industry has cooperated with 
the government in every way 
by increasing production to 
the record level of 561 million 
kg in 1977, by selling (he bulk 
of its output at the principal 
auction centres in India and 
by opening retail outlets to the 
extent possible. As a mass 
consumption article—though 
not essential except by formal 
declaration—there is no com¬ 
plaint about the shortage of 
tea and auction price for the 


Mr Justice Sesha lyenger 
Rangantfan, a judge of the 
Delhi High Court, took over 
as chairman of the Monopolies 
and Restrictive Trade Practices 
Commission CMRTPC) on 
February 24- He will hold his 
office for a period of three 
years or until he attains the 
age of sixty-five years. 

Mr H.S. M^Jumder has 
taken over as the deputy 
managing director (Operation) 
at the State Bank of India, 
central office, Bombay from 
February 1, 1978. Prior to this 
appointment Mr Majumder 
was chief general manager in 
charge of Bengal circle. He was 
manager of the London office 



Mr H. S. Majumder 

of the State Bank of India and 
managing director of State 
Bank of Saurashtra. 

Dr Raujan Banerjee is the 
new president at the Indian 
Institute of Personnel Manage¬ 
ment (IIPM), which is the pre* 
mter body in the country con¬ 
cerned with personnel manage¬ 
ment, industrial relations and 
labour welfare. Dr Banerjee, 
who was the personnel director 
of Hiqdostan Lever Limited 


since June 1970, is a past vice- 
president and member of 
Central Executive Council of 



Dr Raqiau Banerjee 
the institute. He is also an 
executive member of Western 
Regional Committee of the Em¬ 
ployers’ Federation of India. 
He is also a past president of 
the Bombay Management As¬ 
sociation. 

Mr Santosh Kumar Chakra- 
borty has been appointed 
general manager of Bank of 
India. He has nearly 40 years 
of field experience in banking 
and developmental activities 
in India and abroad. Mr 
Chakraborty was the secretary 
of the National Small Indus¬ 
tries Corporation and a direc¬ 
tor in the Development Com- 
missoner’s office of the minis¬ 
try of IndustrigliMvetopmeat 
for six years. He was also the 
ex-officio secretary of the All 
India Small Scale Industry 
Board. Mr Chakraborty is a 
member of the study group, on 
Rural Electrification, com¬ 
mittee on Urban Cooperative 
Banks and the transport sub¬ 
committee of the Indian Banks* 
Association. 
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AFFAIRS 


Daspak NHrita 

Dbepak Nitmte Ltd, which had 
produced good results for the 
year ended October 1977, has 
applied for a letter of intent to 
manufacture ammonia based 
on natural gas from Bombay 
High at the rate of 260 tonnes 
a day: It has already located 
a plant based on the modern 
technology which is viable 
even in comparision with the 
present-day giant ammonia 
plants. In the context of the 
government’s policy, the com¬ 
pany expects a favourable 
response to its application for 
a letter of intent. Meanwhile, 
the company has already in¬ 
creased the installed capacity 
of its nitric acid (dilute) plant 
to 14,000 tonnes. Most of the 
equipment for the expansion 
programme had been fabricat¬ 
ed by the company itself. Dur¬ 
ing the current year, the plant 
is expected to reach its full 
licensed capacity of 18,000 
tonnes. The company has also 
taken up plans to manufacture 
concentrated nitric acid based 
on the know-how developed 
by its own research and deve¬ 
lopment division. 

Bajaj Tampa 

Bajaj Tempo has shown 
encouraging working results for 
the year ended September, 
1977. Sales have increased from 
Rs 22.50 crores in 1975-76 
and the gross profit from 
Rs 2.83 crores to Rs 3.05 
crores. A higher equity divid¬ 
end of 18 per cent has been 
declared against 10 per cent 
paid for in the previous year. 
After providing is 54.81 lakhs 


(Rs 46.26 lakhs) for deprecia¬ 
tion and Rs 23-60 lakhs 
(Rs 15 lakhs) for investment 
allowance, the balance profit 
amounts to Rs 226.08 lakhs 
(Rs 223-43 lakhs), from which 
taxation and dividends will be 
paid. The company has re¬ 
cently received permission 
from the Controller of Capital 
Issues for the issue of bonus 
shares in the ratio of one for 
one. 

Century 

The preliminary statement 
from the Century Spinning and 
Manufacturing Co. on its 
working results for 1977 shows 
that sales and profits are mar¬ 
ginally higher than in the pre¬ 
vious year. The dividend kept 
unchanged at 23 per cent is 
however, covered more than 
two and a half times by year's 
earnings. Gross sales have 
risen by 7.7 per cent from 
Rs 114.35 crores in 1976 to 
Rs 123.19 crores in 1977 and 
the gross profit by 3.1 per 
cent from Rs 15.27 crores to 
Rs 15.75 crores. After pro¬ 
viding Rs 223.47 lakhs (Rs 
236.81 lakhs) for depreciation, 
Rs 50 lakhs (Rs M.50 lakhs) 
for investment allowance, nil 
(Rs 25,0(X>) for dq>reciation 
development rebate reserve and 
Rs 625 lakhs (Rs 600 lakhs) 
for taxation, the net profit 
works out at Rs 677.31 lakhs 
(Rs 753.10 lakhs). A sum of 
Rs 433.84 lakhs (Rs 508.23 
lakhs) has been transferred to 
the general reserve. Equity 
dividend will absorb Rs 244.87 
lakhs. About 34 per cent of the 
dividend is expected to be tax- 


ftee in the hands of share¬ 
holders under Section 80 K of 
the Income Tax Act, subject to 
the confirmation of the income 
tax officer, for which necessary 
application is bemg made. The 
gross block has risen from 
Rs 65.38 crores at the end of 
1976 to Rs 68.23 crores at the 
end of 1977 and the net block 
from Rs 27.98 crores to 
Rs 28.81 crores. 

Ttxmaco 

Texmaco proposes to make 
an application to the govern¬ 
ment for setting up a portland 
cement unit with a capacity of 
400,000 tonnes per annum. 
The project is estimated to 
cost Rs 25 crores and is pro¬ 
posed to be financed from the 
company's own resources and 
borrowings from financial in¬ 
stitutions and banks. The pro. 
ject, which is planned to be 
located in Andhra Pradesh will 
have an annual turnover of 
about Rs 12 crores. The com¬ 
pany has also sought the clear¬ 
ance under the MRTP Act 
for its cement project. 

Warner Hinduatan 

Warner Hindustan Ltd has 
announced encouraging results 
for the year ended November 
30, 1977. The turnover has 
gone up from Rs 10.02 crores 
to Rs 11.79 crores. The gross 
profit has gone up from 
Rs 1.54 crores to Rs 2.13 
crores. The directors have not 
recommended any final divi¬ 
dend for the year. The first 
and second interim dividend 
on equity shares together total¬ 
led 25 per cent on an enlarged 
capital. Last year also the 
total dividend distribution was 
25 per cent but on a lower 
capital. Allocations include 
Rs 21.93 lakhs for deprecia¬ 
tion (Rs 20.07 lakhs), Rs 19 
lakhs for taxation (Rs 79.25 
lakhs) and Rs 3 laMis for in¬ 
vestment allowances reserve 
(Rs 40,000). The net profit is 


placed at Rs 69.11 lakhs aga¬ 
inst Rs 54.71 lakhs in the'pre¬ 
ceding year. The general i 
reserve claims Rs 10.27 lakhs | 
(Rs 23.06 lakhs). 

Dadri Woollen Mill 

An integrated woollen mill^ 
is to be established at Dadri 
a backward area in Ohaziabad ( 
district of UP, in two phases, 
In the first phase, Kalindi ^ 
Woollen Mills is to set up 600 
spindles for the manufacture of 
shoddy yarn and woollen blan¬ 
kets. The second phase envis¬ 
ages the manufacture of worst¬ 
ed woollen yarn and fabrics. 
The company has imported 
two carding machines from 
Poland. Worsted woollen 
machines are to be procured 
indigenously.-Substantial pro¬ 
gress has been achieved in the 
implementation of the first 
phase of the project. It is ex¬ 
pected that trial production of 
shoddy yarn will commence 
in April and commercial out. 
put shortly thereafter. Mr >I.S. 
Goenka, director, stated that 
barring unforeseen circumsla- 
ances, the second phase of the 
project will be completed by 
the year-end. In view of encou¬ 
raging demand for shoddy and 
worsted yarns, no market 
ing problems arc expected. 
Satisfactory arrangements arc 
likely to be concluded for 
meeting the export obligation 
oflS per cent of its production. 

The capital outlay of 73.66 
lakhs on the project is to be 
met by share equity capital 
of Rs 22.60 lakhs, preference 
shares of Rs 3.56 lakhs and 
term loans from financial in¬ 
stitutions of Rs 47.50 lakhs. 
The promoters have already 
subscribed to 100,000 equity 
shares of Rs 10 each and 3,560 
non-redeemable pceference 
shares of Rs 100 each. A 
public offer of 126,000 equity 
shares of Rs 10 each and a 
sale offer of 9,600 shares of 
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Rs 10 each by the promoters 
are likely to be made shortly, 

Rallis India 

Rallis India Limited has not 
shown any improvement in its 
working in the first five months 
of the current year. Although 
the sales have gone up by 
about three per cent the com¬ 
pany continues to show losses. 
Mr D.S. Seth, chairman, told 
shareholders at the annual 
meeting of the company in 
Bombay that the outlook for 
the current year was not pro¬ 
mising. The company’s ferti¬ 
lisers and pesticides division 
has been experiencing a reduc¬ 
tion in its profitability owing 
to pressure on margins. The 
merchant division has been 
hampered by financial con¬ 
siderations, while the perfor¬ 
mance of the pharmaceutical 
and chemicals divisions has 
remained static. The fortunes 
of the pharmaceuticiil division 
are closely linked with govern¬ 
ment policies, a clear picture of 
which is yet to emerge. 

Tungabhadra Industries 

Tungabhadra Industries has 
reported encouraging perfor¬ 
mance for the year ended 
September 30, 1977 with its 
turnover increasing by 43 per 
cent U) a high of Rs 31.98 
crorcs from Rs 22.44 crorcs in 
the previous ycai. Its gross 
profit has increased by nearly 
25 per cent to Rs 77,83 lakhs 
from Rs62.36 lakhs. The direc¬ 
tors have proposed a dividend 
of 12 per cent on the capital 
increased by the Ihree-for-fivc 
bonus issue. This will mean a 
distribution of 19.2 per cent in 
terms of the old capital against 
15 per cent paid for 1975-76. 
Its production of refined oil 
and vanaspati increased to 
27,538 tonnes from 23,497 
tonnes in the previous year. 
The production of soaps was, 
however, slightly lower at 


9,175 tonnes against 2,503 
tonnes. The company’s joint 
venture oil mill in Philippines 
commenced commercial pro¬ 
duction in July 1977. The 
solvent extraction unit of the 
joint venture was commissioned 
during November 1977, and 
the first cargo for export of 
1.500 tonnes of crude coconut 
oil and 1,000 tonnes of pellets 
was loaded during the year. 
The company’s net profit for 
1976-77 amounts to Rs 20.77 
lakhs against RS 27.65 lakhs, 
after providing Rs 9.03 lakhs 
(Rs 25.25 lakhsl for taxation 
and Rs 1.57 lakhs (Rs 1-20 
lakhs) for investment allowance 
and Rs 13.16 lakhs (nil) for 
gratuity. The proposed divi- 
dend will claim Rs 9.99 lakhs 
(Rs 8.01 iaklis). 

Indian Overseas Bank 

The year 1977 has been a 
year of marked growth for 
Indian Overseas Bank. Provi¬ 
sional results revealed that 
deposits and other accounts in 
India and abroad rose by 
over 39 per cent—an increase 
of Rs J 84 crorcs compared to 
Rs 140.8 crorcs in 1976. 
Aggregate deposits in India 
(excluding interbank & other 
liabilities) registered an all- 
time increase of Rs 154 crorcs 
duriog 1977 exceeding the 
corporate goal of Rs 150 
crorcs. The growth rale at 38 
per cent, same as in 1976, is 
well above the banking sys¬ 
tem’s 21 per cent—possibly 
the highest for any nationalised 
bank. During 1975 and 1976 
also, lOBled other nationalised 
banks in deposits growth rate. 
Lendings in India and abroad 
were up by Rs 94 crores and 
stood at Rs 422 crorcs as of 
end 1977. 

Gross profit of the bank for 
1977 is belter than 1976 by 
about 10 per cent which is a 
good achievement considering 
the fact that the bank had 


lowetid its lending rates in 
India covering various priority 
categories and on term loans^ 
to industries and that cost of 
deposits had gone up on 
account of change in the pat* 
tern of the deposit-mix. In 
India, 1977 was dedicated to 
the rural population and the 
weaker sections. A concentrat- 
ed effort was made to uplift 
the small and marginal far¬ 
mers, landless labourers, small- 
scale industries, rural artisans 
and craftsmen. 

The bank’s branches in 
the southern states have 
helped the cyclone-afiected 
in rehabilitation by extend, 
ing timely financial assistance 
under the bank’s various 
schemes for self-cmpIoymcnt, 
retail trade, consumption 
credit, agriculture etc. A record 
number of 86 branches and 11 
extension counters were open¬ 
ed in India surpassing the pre¬ 
vious year’s 75 branches and 
7 extension counters. 80 per 
cent of the new branches were 
located in rural and semi- 
rural centres. To this bank goes 
the distinction of setting up the 
first ever office of an Indian 
bank in the Republic of 
Korea. A branch was opened 
at Seoul, the capital city, on 
September 19, 1977. With two 
more branches established in 
Hong Kong, JOB has raised 
its tally of overs ;as branches 
to ten in the south east Asian 
region—Hong Kong (7), South 
Korea (I), Singapore (I), and 
Sri Lanka (I). 

S.S. Duncan 

S.S. Ducan Ltd has record¬ 
ed a gross profit of Rs 86.43 
lakhs during the year ended 
December 1977. After pro¬ 
viding Rs 8.43 lakhs for depre. 
elation and Rs 48.23 lakhs for 
taxation, Rs 4.22 lakhs for 
investment allowance reserve 
and making adjustments, the 
directors have proposed a final 


equity dividend of nine per 
cent which will absorb Rj 8.32 
lakhs. The interim dividend 
for 1977 has absorbed Rs 6.47 
lakhs. A sum of Rs 11.20 lakhs 
has been transferred to the 
general reserve. 

Kunal Engineering 

Kunal Engineering Company 
Limited, promoted by the 
house ofKothari of Madras, 
is presently engaged in the 
manufacture of high-quality 
spindles for the textile industry, 
it has made a gross profit, 
before depreciation and tax, of 
over 100 per cent on its equity, 
for the past three years. The 
company has paid dividend for 
the past six years at an average 
of over 15 per cent. In particu¬ 
lar, for the year ended March 
31, 1977, a dividend of 20 per 
cent has been declared on its 
equity enlarged by a bonusissuc 
of one for every three shares 
held. The company is presently 
expanding as well as diversify¬ 
ing its activities with a view 
both to enlarge its base and to 
provide better return to its 
shareholders. 

The proposal envisages the 
setting up of facilities for the 
manufacture of 500,000 high 
speed roller bearing inserts, in 
addition to expanding the 
licensed spindle manufiicturing 
capacity from the present level 
of 216,000 to 500.000 spindles. 
The insert-spindle combination 
is one of the basic components 
required for the textile indus¬ 
try, one of the oldest and well- 
established industries in India, 
having a good growth potential. 
The insert manufacturing unit 
will have the benefit of the 
•know-how’ from M/s Spindle- 
Motoren-Und Maschinenfabrik 
AG of Switzerland. They will 
provide the technical •know¬ 
how', detailed engineering, per¬ 
formance guarantee of equip¬ 
ment and production, in-plant 
training, and also guarantee 
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oertaiir oHOlks tbr eitport 
market. 

The cost of the project is 
Rs 3.07 crores, made up of 
land and buildings (Rs 25.25 
lakhs), plant and machinery 
(Rs 220.25 lakhs), other fixed 
assets, margio money for work* 
ing capital pre>operative ex¬ 
penses. etc ^s 61.50 lakhs. 
This is to be financed through 
equity share capital Rs 60 
lakhs (rights issue Rs 30 
lakhs and public issue Rs 30 
lakhs), internal cash generation 
of Rs 32.15 lakhs, term loan 
from financial institutions 
Rs 184.85 lakhs and unsecured 
deposits and bank borrowing 
Rs 30.00 lakhs. 

Unhtcl Carbon 

United Carbon India Ltd 
has suffered a setback in its 
working for the year 1977. 
While sales have gone down 
by Rs 1.40 crores to nine crore 
rupees, the gross profit has 
declined to Rs 84.82 lakhs. 
The directors propose to main¬ 
tain the equity dividend of 12 
per cent. The unsatisfactory 
results are attributed in the 
main to the substantial rise in 
the prices of feedstocks. In 
view of the company’s decision 
to hold the price line, there 
has been a squeeze on the 
margins. The limitations on 
the use of power for this con¬ 
tinuous process industry has 
resulted in the company not 
being able to utilise its pro¬ 
duction facility fully. The net 
profit is placed at Rs 22.28 
lakhs against Rs 68.49 lakhs in 
1976 after providing Rs 43.99 
lakhs for depreciation (Rs 
46.54 lakhs), Rs 6.05 lakhs for 
investment allowance reserve 
(Rs 3 lakhs) and Rs 12.50 
lakhs for taxation (Rs 76lakhs). 
After taking credit for Rs 30 
lakhs being development rebate 
reserve falling free, and pro¬ 
viding Rs 1,52 lakhs being 
short provision for taxation, 


add writing back Rs 32,314, 
the surplus comes to Rs 51.08 
lakhs (Rs 68-47 lakhs). After 
providing Rs 33.56 lakhs for 
the proposed dividend(Rs 3.3.56 
lakhs), and transferring Rs 1.30 
lakhs, to .general reserve (Rs 
34.91 lakhs), a sum of Rs 16.23 
lakhs is carried forward. 

Automobilt Products 
of India 

The chairman of Automo¬ 
bile Products of India Ltd. Mr 
M.A. Chidambaram, has 
expressed the hope that the 
company’s operations for the 
rest of the year ending July 3|, 
1978 will be better as a sequel 
to the three-year agreement 
entered into with the union. 
Last year, the company 
incurred a loss of about 
Rs 1.20 crores mainly due to 
labour problems at the com¬ 
pany's plant at Aurangabad. 
The go-slow has sidee been 
withdrawn. Mr Chidambaram 
told newsmen recently that the 
turnover for the first half of 
1977-78 was lower around Rs 8 
crores compared with Rs 10 
crores in the corresponding 
period of last year. He feels 
that with the profit likely to be 
earned in the second half, the 
loss sustained in the first half 
of the year would be wiped 
out. In the event of an overall 
profit for the year, the com¬ 
pany might seek the govern¬ 
ment's permission to pay a 
modest dividend for .1977-78, 
although there is a substantial 
debit balance brought in. The 
accumulated deficit is around 
Rs 2.24 crores and according 
to him, this would be wiped 
out by 1980. He stated that-the 
scooter market was picking up 
and the company wanted to step 
up the production of three- 
wheelers, the demand for which 
was growing. In a bid to im¬ 
prove the performance of the 
company. It was proposed in 
collaboration with Automotive 


Products Co, UK, to manufac¬ 
ture new types of clutches and 
brakes at Aurangabad. 

Madras Rubbsr 

The expansion scheme of 
Madras Rubber Factory to 
double the capacity of its Ooa 
plant to 800,000 sets of tyres 
and tubes is making good pro¬ 
gress. The company has also 
received an industrial licence 
for rubberising tank tyres and 
bogie wheels for defence 
services with an annual capa¬ 
city of 15^000 numbers. The 
company’s performiince during 
the year ended September 30, 
1977, however, was adversely 
affected by labour troubles, 
higher working cxpen.ses and 
lower average selling prices. 
Hence, although the total sales 
turnover increased to Rs 62.53 
crores from Rs 46.85 crores in 
1975-76 the gross profit declined 
to Rs 204.22 lakhs from 
Rs 268.89 lakhs. Despite a 
smaller provision of Rs 88 
lakhs (Rs 131.12 lakhs; for 
depreciation, the year’s work¬ 
ing resulted in a loss of 
Rs 182.52 lakhs, against 
Rs 84.31 lakhs, chiefly duo to 
the sharp rise in interest charges 
to Rs 298.74 lakhs against 
Rs 222.08 lakhs. After taking 
credit for Rs 57.97 lakhs repre¬ 
senting excess provision for 
taxation, the debit balance has 
been reduced to Rs 124.56 
lakhs, and this has been further 
adjusted against reserves. 

Capital and Bonus 
Issuas 

Consent has been granted to 
seven companies to raise 
capital of Rs 3.32 crores. The 
details are cis follows: 

Bajaj Tempo Limited, Pune, 
has been accorded consent, 
valid for six months, to capita¬ 
lise Rs 15,921,260 out of its 
general reserve and issue fully 
paid equity shares of Rs 10 each 
as bonus shares in the ratio 
ofl:l. 


Tractors India Limited, 
Calcutta, has been accorded 
consent, valid for six months, 
to capitalise Rs 4,980,120 out 
of its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of 1:2. 

Sesa Goa Private Limited, 
Goa, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 70 lakhs out of 
its genera] reserve and issue 
fully paid equity shares of 
Rs 500 each as bonus shares in 
the ratio of 2:3. 

Bhaskar Tea Company Pvt 
Limited, Calcutta, has been 
accorded consent, valid for six 
months, to capitalise Rs 20 
lakhs out of its general reserve 
and issue fully, paid equity 
shares of Rs 10 each as bonus 
shares in the ratio of 1:1. 

J.J. Exporters Limited, has 
been accorded consent, valid 
for six months, to capitalise 
R$ 4 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio 2:5. 

Coffee Lands Limited, 
S:ikalaspur, (Karnataka), has 
been accorded consent, valid 
for six months, to capitalise 
Rs 24 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
1 : 2 . 

The Coonoor Tea Estates Co 
Limited, Coonoor, has been 
accorded consent, valid for six 
months, to capitalise Rs 566,730 
out of its general reserve and 
issue fiiily paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of 1:1. 

The Narbada Valley Chemical 
Industries Pvt Ltd, has been 
refused permission to issue 
bonus shares of Rs 416,600. 

The Shakar Agro Industries 
Limited. Calcutta, has been 
refused permission to issue 
bonus shares worth 
Rs 3,640,000. 


BASTBItN BOQNQIIIST 


403 


MARCH 3, 1978 



The economy in 1977-78 : 
a pre-budget survey 



AND 

STATISTICS 


The pre*budget Economic Survey presented to 
parliament by the Finance minister, Mr H.M. Patel, 
expresses satisfication over the performance of Indian 
economy in 1977-78. Given below are some of the 
highlights. 


The survey stales that the 
rate cF growth of Gross Natio¬ 
nal Product is expected to be 
substantially higher than the 
growth rale in 1976-77. Agri¬ 
cultural performance will 
show considerable improve¬ 
ment over last year’s perfor¬ 
mance, particularly with regard 
to the output of foodgrains. 

Inflationary prcssuics have 
been held under check and the 
price level is normally higher 
than what it was at the begin¬ 
ning of this fiscal year. 

Greater success has been 
achieved in restricting the 
growth of money supply and 
credit policy has checked spe¬ 
culative hoarding of essential 
commodities without in any¬ 
way afTecting adversely the 
genuine credit needs of pro¬ 
ductive sectors of the economy. 
Supply management has also 
improved appreciably. 

Increase in Exports 

Exports continue to grow 
despite adverse conditions in 
w'orld markets and the level of 
our foreign exchange reserves 
is currently equal to nine 
months’ imports. 

The survey sums up by 
stating that overall the current 
state of the economy is such 
that a substantia] step-up in 
investment for growth can be 
safely undertaken. 

The survey, how'cvcr, cautions 
that certain features of this 
performance arc such that we 
should ^ot be lulled into a 


sense of complacency. The 
growth of industrial produc¬ 
tion is likely to be five to six 
per cent in the current year as 
compared to over 10 per cent 
in 1976-77. The rate of growth 
of production has slackened in 
certain important sectors and 
major industries such as cotton 
textiles, continue to experience 
difficulties. 

Investment Climate 

Power shortages have re¬ 
appeared. Also the pick-up 
in industrial investment docs 
not seem to be as high as 
was hoped for. Even though 
current agricultural perfor¬ 
mance has been satisfactory, 
the wide fluctuations from 
year to year and the sluggish¬ 
ness in the growth of output of 
essential commodities like pul¬ 
ses and oilseeds is a matter for 
concern. While the strength of 
the balance of payments is most 
welcome after the acute diffi¬ 
culties experienced in the ear¬ 
lier years it is leading to the 
paradoxical situation of a poor 
country lending a part of its 
resources abroad m the shape 
of foreign exchange reserves 
instead of using them at home. 
Similarly, while monetary 
policy has been undoubtedly 
successful, the liquidity in the 
system is such that the poten¬ 
tial for inflationary pressures 
is sizeable. Finally, the level 
of poverty and unemployment 
prevailing in the country conti¬ 


nue to be substantial. There¬ 
fore, the survey stresses the 
urgent need for removing these 
soft spots in the economy and 
for achieving continued good 
performance in terms of stabi¬ 
lity and growth. 

According to the survey the 
rate of growth of Gross Natio¬ 
nal Product (GNP) is estimated 
to be five percent in 1977-78 
as compared to only 1.6 per 
cent in 1976-77. The increase 
in GNP in the current year is 
chiefly attributable to the good 
performance of agriculture in 
the kharif season and the likely 
performance in the current rabi 
season. The production of 
kharif foodgrains may reach 
the level of 71-73 million ton¬ 
nes as against 66.6 million 
tonnes in 1976-77. The weather 
conditions and sowings in the 
rabi season have been so favour¬ 
able that the survey anticipates 
an equally good rabi harvest. 
Total foodgrain production is, 
therefore, expected to be around 
121 million tonnes, an increase 
of 10 million tonnes over last 
year’s output. 

Better Crops 

Commercial crop production 
also is expected to be much 
better than in 1976-77. The 
output of cotton and oilseeds 
will be higher than last year 
and the output of sugarcane 
in terms of gur is expected to 
exceed last year’s record out¬ 
put. Only in the case of jute 
and mesta, will the output in 
the current year be marginally 
lower than the output last 
year. The survey, however, 
draws attention to the long run 


tendency of the output of pul¬ 
ses and oilseeds not keeping 
pace with the increase in 
demand for these essential 
commodities and the need to 
take urgent measures to increase 
their production. Raw cotton 
is another commodity the out¬ 
put of which also needs to be 
raised. 

Agricultural Performance 

The improved agricultuial 
performance is to a large part 
due to the increased use of 
inputs such as water, fertili¬ 
zers, pesticides and high-yield¬ 
ing variety seeds. Irrigation 
potential—major, medium and 
minor—added during the year 
1977-78 will amount to 2.22 
million hectares, the highest 
in a single year. The amount of 
fertilizer used is expected to go 
up to 4.2 million tonnes, an 
increase of 26 per cent over 
the previous year. An additio¬ 
nal two million hectares has 
been covered with high-yield¬ 
ing variety seeds. An adequate 
procurement and price support 
policy also has been pursued 
with regard to a larger num¬ 
ber of commodities. The sur¬ 
vey, however, stresses that 
there is urgent need to elimi¬ 
nate fluctuations and continue 
to maintain a high long run 
rate of growth in agriculture. 

This will require more inten¬ 
sive implementation of the 
current programme of increas¬ 
ing the supply and utilisation 
of inputs, the spread of better 
cultural practices through 
more comprehensive extension 
programmes and an integrated 
support policy and greater re- 
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seaiich, particularly with regard 
to crops other than cereals. 

The survey expresses con¬ 
cern over Ihe relatively lower 
growth in industrial production 
in 1977-78. According to cur¬ 
rent indications, the industrial 
production growth rate in the 
current year will be five to six 
per cent as compared to an 
increase of 10.4 per cent 
recorded in 1976-77. This was 
due to slackening growth in 
important sectors like electri¬ 
city, transport equipment, iron 
and steel, coal, cement and 
cotton textiles. 

Adverse Factors 

According to the survey the 
factors responsible for such an 
out-turn seem to be: (a) power 
shortages; (b) lack of capacity 
for expansion; (c) labour unrest 
in certain areas; and (d) lack 
of demand for certain indus¬ 
tries. The survey stresses that 
the remedy for industrial revi¬ 
val lies in an increase in public 
investment which will remove 
some of the present bottlenecks 
and lead to a revival of demand 
particularly for other capital 
goods industry, an increase 
in agricultural incomes and 
greater industrial peace. The 
survey also stresses the role of 
exports in sustaining industrial 
production and emphasises the 
need for greater export promo¬ 
tion and greater production. 

The survey refers to the pro¬ 
blem of sickness among indus- 
tricil units and refers to the 
larger financial assistance made 
available by term lending 
institutions. Assistance sanc¬ 
tioned amounted to Rs 132 
crores between February 1977 
and January 1978. Guidelines 
have also been established for 
mergers between s'ck and 
viable units so that a working 
unit comes into existence from 
the union. The survey also 
refers to increasing industrial 
labour unrest and stresses the 


need for cooperation amongst 
all concerned for the establish¬ 
ment of industrial peace. 

Reviewing the price situa¬ 
tion in the economy, the survey 
notes with satisfaction that it 
has been possible to achieve 
I'elative price stability during 
the year. The year began with 
considerable inflationary poten¬ 
tial due to the imbalance 
between aggregate monetary 
demand as indicated by an ex¬ 
pansion of 20 per cent in 
money supply in 1976-77 and 
aggregate supply indicated by 
the meagre increase in Gross 
National Product. Government 
was able to achieve a better 
balance between the two parti¬ 
cularly by better supply 
management of sensitive com¬ 
modities through liberal im< 
ports of items like vegetable 
oils, raw cotton and artificial 
fibres, better publip distribu¬ 
tion and a restriction on the 
exports of certain others. At 
the same time a restrictive 
money and credit policy was 
pursued in order to check the 
growth of money supply. 

Domestic Production 

The survey, however, high¬ 
lights the importance of increa¬ 
sed domestic production as a 
long term solution to the pro¬ 
blem of rising prices particular¬ 
ly in the case of items like pul¬ 
ses and edible oils. It also 
emphasises the need for an 
adequate support policy to en¬ 
courage production and a well 
organised system of public 
distribution and consumer 
protection for ensuring greater 
price stability. 

The survey notes that the 
increase in money supply during 
the current year so far has been 
only 8.7 per cent as compared 
to the 12.4 per cent increase in 
the corresponding peiiod of 
the fiscal year 1976-77. All the 
three factors, namely, net 
foreign exchange assets to the 
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banking sector, net bank credit 
to government and bank credit 
to the commercial sector have 
contributed in roughly equal 
proportions to the monetary 
expansion during the current 
year. However, the increases 
in bank credit to government 
have been particularly sharp in 
the current year. On the other 
hand the increase in scheduled 
bank credit was only 56 per 
cent of the credit expan¬ 
sion during the corresponding 
period last year. This was 
partly due to the small increase 
in credit for food procurement 
and the strict control exercised 
by the Reserve Bank regarding 
lending against sensitive com¬ 
modities. The Reserve Bank 
also restricted the lendablc 
resources of banks by impoun¬ 
ding a larger proportion of 
their resources and by making 
refinancing facilities discrc* 
t ionary. 

Bank Deposits 

On thj other hand, tiie rate 
of growth of deposits with the 
banking system was lower at 

19.4 per cent in the current 
financial year as compared to 
21.2 per cent last year. In 
particular the growth of time 
deposits which normally act as 
a contractionary influence on 
money supply grew only by 

18.5 per cent in the flrst ten 
months of the current year as 
against 25.9 per cent in the 
same period in 1976-77. This is 
somewhat disquieting as lime 
deposits are an important 
source of saving. 

The survey refers to the 
greater success of the restrictive 
monetary policy pursued by 
the Reserve Bank this year and 
stresses the continued need for 
vigilance with regard to mone¬ 
tary and credit expansion 
because of the excess liquidity 
in the system. 

Banks.‘were advised to 
coiaigethe flow of credit to 


neglected sectors such as agri¬ 
culture, small industries, road 
transport etc. Also to extend 
credit facilities to small borro¬ 
wers banks have been advised 
to achieve a credit deposit 
ratio of at least 63 per cent in 
their rural and semi-urban 
branches. 

Financial Burden 

The survey notes that the 
substantial budgetary deficits 
of ihe state governments in¬ 
crease the financial burdens on 
the state governments and 
affected adversely its ability to 
restrict the budget deficit to a 
small figure of Rs 84 crores. 
Certain favourable factors, 
such as the larger market 
borrowings, the impovement 
in the financial position 
of the railways arc however 
mitigating factors. 

The Plan outlay in 1977-78 
was oriented in favour of the 
rural sector in accordance with 
the objectives of the new 
government. Outlays on agri¬ 
culture and allied services were 
stepped up by 41 per cent, 
on irrigation and flood control 
by 50 per cent, on power 
development by 30 per cent 
and on village and small-scale 
industries by 52 per cent. 

Development expenditure 
formed 54.5 per cent of the 
total outlay in the centra] bud¬ 
get for 1977-78 but the budge¬ 
tary deficit was kept at 
a low figure of Rs 84 crores 
as against Rs 425 crores 
in 1976-77 (Revised Estimates) 
with a view to minimising the 
expansionary impact of the 
budget. Tax revenues includ¬ 
ing additional taxation financed 
44.1 per cent of the remaining 
outlay. Domestic capital re- 
sources accounted for 29.1 per 
cent of the total oullay. It is 
significant that external assis¬ 
tance accounted for only 7.7 
per cent of the total outlay. It 
has been nearly halved from 


13.4 per cent of total outlay in 
1975-76 to 7.7 per cent in 
1977-78. 

While the central govern¬ 
ment has made adequate eflfort 
at resource mobilisation, state 
governments’ efforts in that 
direction have been generally 
disappointing. The centre 
was compelled to assist them 
with ways and means advances 
and advance plan assistance. 

The survey notes that the 
balance of payments continues 
to be strong in the current 
year. In the first eight months 
of 1977-78 the economy has 
achieved a trade surplus of 
Rs 72 crores. Exports in¬ 
creased at the rate of nine per 
cent in this period as compared 
to 31 per cent in the same period 
in 1976-77. Foreign exchange 
reserves, however, have con¬ 
tinued to grow because of this 
and continuing inward remit¬ 
tances and are currently a little 
less than Rs 4,000 crores. 

Good Exports 

In 1976-77, the growth of 
exports was as high as 27 per 
cent and of this, 18 per cent 
was on account of a growth in 
volume of exports. The items 
of exports which showed 
marked buoyancy were engi¬ 
neering goods, cotton textiles 
including garments, leather and 
leather goods, iron and steel, 
handicrafts, coffee and tea. In 
the current year however, ex¬ 
port growth of most of these 
items has been depressed beca¬ 
use of the slow growth of the 
world economy, the restrictions 
imposed by developed coun¬ 
tries on some of our exports 
and the slackening demand 
from areas like the middle 
east. The survey stresses the 
need to continue our export 
promotion efforts in the long 
run intrests of the economy. 

The survey states that the 


improvement in the balance 
of payments enabled us to 
liberalise imports on a subs¬ 
tantial scale. The legitimate 
requirements of industry for 
raw materials and components 
for increased production were 
liberally allowed. 

Foreign Exchange Reserves 

The survey expresses concern 
over the increasing volume of 
foreign exchange reserves and 
stresses that these should be 
drawn down to finance internal 
economic development. At the 
same time it makes the point 
that we should not be so much 
concerned with these accumula¬ 
tions that we are prepared to 
fritter them away. A country 
like ours which experiences 
large fluctuations in the import 
hill needs a volume of reserves 
much larger than what we have 
been used to the past. 

In conclusion, the survey 
finds that the economy is 
exceptionally well placed for 
achieving further growth. 
What is needed is an increase 
in public investment which 
will remove bottlenecks, acti¬ 
vate other sectors and lead to 
a larger utilisation of foreign 
exchange reserves. The exis¬ 
tence of food stocks of about 
17 million tonnes and foreign 
exchange reserves gives the eco¬ 
nomy a considerable degree of 
manoeuvrability and freedom 
to plan a growth strategy con¬ 
centrating on employment and 
the removal of poverty. The 
survey stresses that urgent at¬ 
tention needs to be paid to 
investment planning and to 
strengtheningthe organisation 
for implementing projects and 
programmes. What is equally 
important, the survey says, 
people have to be involved in 
planning and implementation 
so that the growth process 
draws upon the energies of 
all and benefits all. 
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Lesson for Janata 

It is good to see that even the Janata party has not become hysterical over the 
assembly election results. There is in fact no reason for anyone to tear his hair or 
beat his breast. The country certainly needs a few more non-Janata ministries in 
the states. This it has now got with the Indira Oandhi Congress securing control of 
the I^slatures in Karnataka and Andhra Pradesh. In both cases its majority is 
comfortably large to the point of affluence. This pins the responsibility sguarely on 
it to provide stable government to the electorates which had placed its faith in it to 
such a great extent. This it cannot do if it indulges in confrontation politics with 
the central government or even the Janata party. Since the aim of the Indira Oandhi 
Congress must naturally be to build on what it has now gained, it stands to reason 
that its ministries in Karnataka and Andhra Pradesh will have to function in such a 
way that they help to take the party into the main-stream of national politics. 

There is, moreover, the very relevant fact that both Mr Devraj Urs and Dr 
Chenna Reddy (the chief ministers of the governments in Karnataka and Andhra 
Pradesh respectively) are skilful and ambitious state politicians who must have a 
natural interest in further building up their power bases. Singly or in combination 
they could certainly help to provide a regulatory mechanism for the party for dealing 
with any excesses of personal ascendancy that Mrs Oandhi might be tempted to 
commit. In particular, the reemergence of the emergency caucus seems ufflikely. 
Even Mrs Gandhi, after all, must have learnt a lesson or two. Having averted the 
threatened acquisition by the Janata party of a near-monopoly of political power in 
the country, Mrs Gandhi should and probably would not address herself to the task 
of developing her party into the main national opposition. 

In Maharashtra, unfortunately, there is a distinclty unstable post-election situa¬ 
tion. In a House of 288, the Janata party, ninning lOO seats, has emerged as the 
largest single party. Normally this should entitle it to try to form a government with 
the help of adherents or allies from among other groups in the legislature. The 
position was however complicated by the fact that the other Congress party, which 
had secured 69 seats and the Indira Congress with its 62 seats, have come together 
in an alliance of convenience and has put forward a claim to form a stable 
coalition ministry with the cooperation of tte Peasants and Workers Party and some 
Independents. Indeed, the presence of as many as 34 Independents in the newly 
elected Maharashtra legislature provided an element of fluidity to the ministry-mak¬ 
ing. The Congress alliance has ultimately been invited to form a ministry and has 
done so. 

While the Janata party’s anxiety to take the strategically important Maharashtra 
state government into its keeping was quite natural, a Janata ministry, even if one 
had managed to assume offlee, could not have provided a stable administration to 
the people*of the state. A Congress coalition on the other hand has a fair chance of 
doing so provided the Janata party in the legislature reconciles itself to playing its 
appropriate role as a strong opposition and plays it in a constructive manner. India 
cannot afford instability in Maharashtra state politics, if only because of the great 
economic importance to it of the industry and commerce of that region. 

In Assam, althou^ the Janata party has secured only 53 seats out of a total 
of 126, its position is relatively much stronger than in Maharashtra since the Congress 
has secured only 26 seats and the Indira Gandhi Congress eight. A good many from 
among the 23 Independents could be expected to support whichever party may form 
the ministry, but a Janata party government in Assam will still have to secure 
the regular cooperation of CPI(M) which has won II seats, if it is to provide 
a stable administration. The understanding which the Janata party may work 
out with the CPl(M) in, Assam should be interesting for its implications 
for national politics. The Janata party has secured a majority in Arunachal Pradesh. 

The tout of the Reddy-Chavan Congress, which is coming to be known poll- 



election as the Swaran Singh Congress, is 
being mourned in some quarters as a loss 
to national politics. 

It is difficult to sympathise with this 
sense of bereavement. The party has 
been steadily losing in credibility because 
of its lack-lustre leadership* which, 
obviously, can play only second fiddle to 
some stronger and more self-reliant 
political instrument. The next few 
months should see the assimilation of 
various parts of this group by the more 
dynamic or better placed political parties 
in the country. Such a development will 
naturally have an interesting impact on 
the party composition of the two Houses 
of Parliament. Meanwhile the election 
results have not been altogether unkindly 
to this party, although it has been wiped 
out in Karnataka and ground into the 
dust in Andhra Pradesh. In Maharashtra 
it has obtained breathing space. In Assam 
it has managed to maintain some kind of 
a presence. In Meghalaya, it has the lar¬ 
gest individual share of seats by winning 
20 out of 60, i.e., four more than the All 
Party Hill Leaders Conference (APHLC) 
or six more than the Hill States Peoples’ 
Democratic Party (HSPDP) and it will 
thus be the main opposition. 

nuisance value 

In Assam the CPI(M) has secured 11 
seats and the CPI five. Thus the com¬ 
munists separately or together, do not 
yet pose a considerable problem in this 
sensitive part of eastern India, but neither 
their present nuisance value nor their 
growth potential, particularly the 
CPl(M)’s, should be underestimated. A 
Janata government will have a job to do 
in that state. 

There is sympathy for the Janata party 
from the most unexpected quarters. 
There is widespread regret that it has 
missed the opportunity of pushing itself 
into peninsular India. But, then, the 
Janata has fought neither a sensible cam¬ 
paign nor a clean one. It never knew to 
the last which Congress it had to fight. 
By drafting defecting Congressmen, it 
weakened, in the main, the Reddy Con¬ 
gress, without correspondingly strengthen¬ 
ing itself. In the process the net gainer 
was the Indira Gandhi Congress. 

Opportunism in this electioneering 
however has been the least of the Janata 
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Party's sins. It has miserably failed all 
these months to make on the national 
consciousness the kind of impact which 
it was expected to make when it was 
swept into office at the centre last March. 
It has been dithering with problems of 
political as well as economic stability and 
has been alienating large sections of the 
people, without succeeding in effectively 
punishing its political enemies or the 
enemies of the people. To make matters 
worse the Janata ministries in northern 
states have been so ineffective or down- 


The public sector undertakings in the 
administrative control of the central 
government which numbered 145 in 1976-77 
and claimed an investment of more 
than Rs 11,000 crores, have not measured 
up to the expectations of either the 
people or the government in their perfor¬ 
mance. These enterprises were estab¬ 
lished during the past three decades not 
merely to extend the area of the public 
sector in our economy but also to throw 
up sizeable surpluses for hastening the 
economic development of the country. 
Unfortunately, the working results of 
these enterprises over the years were not 
at all heartening leading to accumulation 
of huge losses. It was in this context 
that the Economic Survey for 1977-78 
released recently by the ministry of 
Finance called for more efficient working 
of these enterprises since ‘*the surpluses 
of public enterprises are not showing the 
required kind of lift'*. It rightly suggested 
the institution of **more professional 
management, better labour relations and 
in some cases a better pricing policy” in 
the public sector undertakings. 

However, it needs to be conceded that in 
recent years there has been some improve¬ 
ment in the overall working of these 
enterprises taken as.a whole. For instance 
during the quinquennium ending in 
1976-77, these enterprises exhibited a 
slow but steady rise in their profitability. 

According to the latest survey made 
by the Bureau of Public Enterprises (BPE) 
the net profit of all the 135 operating 
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rigilt /eckiess that their Asitetioning was 
surely no rdcoptmendation for the electo¬ 
rates in the recent Assembly elections in 
the sough to administer to themselves a 
dose of the same medicine. Above all, 
Mrs Gandhi and her men in Karnataka 
and Andhra Pradesh demonstrated their 
impressive ability to pull votes which the 
Janata party did not even seem to suspect 
were there. There is indeed a great deal 
for the Janata party to learn. This, in 
fact, is the most important lesson of this 
round of assembly elections 


enterprises in 1976-77 after providing for 
depreciation, interest charges and taxa¬ 
tion, was Rs 240 crores as against 
Rs 129 crores in 1975-76, Rs 184 crores 
in 1974-75, Rs 64 crores in 1973-74 and 
Rs 18 crores only in 1972-73. Before 
1972-73, these undertakings taken toge¬ 
ther were almost perpetually in the red. 
That the era of mounting annual losses 
is way behind this sector is indeed a 
welcome development. What is also 
encouraging is that the profits of the past 
five years have been instrumental in 
neutralising a major part of the losses 
accumulated over more than two 
decades. 

The rather meagre rate of return on 
capital employed in public enterprises as 
a group conceals the fact that there are 
certain undertakings which resort to 
profiteering, and that their excessive 
profits help to cover up the inefficiencies 
in others. The petroleum industry, for 
example, is the biggest profit-spinner. 
The gross profit of this industry in 1976-77 
at Rs 208.93 crores was 26.1 per cent 
of the capital employed at Rs 800.83 
crores. The steel industry, on the other 
hand, recorded a profit of Rs 118.80 
crores only with as much capital as 
Rs 2005.72 crores, yielding the paltry 
rate of return at 5.9 per cent. While it is 
in the national interest to make effective 
use of the capital employed, it is hardly 
fair to fleece the consumer through 
unfair pricing of products, especially 
in industries where the public sector has a 
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moQoppIy. At the same time, it is unwise 
to ioci^ losses by charging unremunera- 
tive prices for such commodities as coal. 

For playing their rightful role, public 
sector undertakings as a group will have 
to make a determined effort in raising 
their profitability to the level prevailing 
in the organised private sector. In its 
latest study of 1650 medium and large 
companies in the private sector, the 
Reserve Bank of India has estimated the 
gross profit as a percentage of sales at 
9.1 per cent in 1975-76 (a bad year) and 
11.4 per cent in 1974-75. The corres¬ 
ponding ratio of the public sector enter¬ 
prises in 1976-77 compared unfavourably 
at 3.2 per cent. It is true that induded 
in the public sector are mostly units of 
basic industries (which are capital-inten¬ 
sive) as opposed to the private sector 
units which consist of largely the con¬ 
sumer industries, yet it is essential for 
every sector of industry to propel its 
growth through its own resources as far 
as possible. In fact, the continued 
inefliciency of the public sector over a 
long period has been one of the basic 
reasons for the slow growth of industry 
in this country. 

Indiscriminate building up of inven¬ 
tories has been a wasteful way of locking 
up capital with many public sector units 
though lately some improvement in this 
regard has been witnessed. In 1967-68, 
for instance, the inventories with public 
sector units were equivalent to 6.7 months 
of production; in 1976-77, they came 
down to 3.7 months of production. But 


some groups of industries are still plagued 
by unwieldy inventories. Particular 
attention needs to be paid to heavy 
engineering, minerals and metals, and 
transportation and equipment units which 
in 1976-77 had inventories well above 
turnover for 11 months. The BPE has 
reported during the course of its recent 
surveys appreciable improvement in the 
overall inventoiy levels but the particular 
areas where the disease persists in a 
chronic way need to be tackled firmly and 
expeditiously. 

A critical analysis of the rise in inven¬ 
tories in 1976-77 makes interesting read¬ 
ing. As on March 31, 1976, the value of 
inventories of the public sector undertak¬ 
ings, was estimated to be around Rs 3,250 
crores which rose by Rs 400 crores to 
Rs 3,650 crores within a year (i.e. as on 
March 31,1976). According to the Finance 
minister, Mr H.M. Patel, prices in 1976- 
77 rose by more than J 2 per cent. Even if 
it is assumed that the inventories of the 
public sector undertakings were marked 
up by only six per cent due to increases in 
prices in the year under reference, the rise 
in gross profit due to this factor alone 
would work to about Rs 200 crores— 
nearly half of the total gross profit. 
Moral: the public sector undertakings 
have to raise their profitability markedly 
to prove that the surpluses thrown up are 
due to their efficient operations and not 
due to any window-dressing in the balance 
sheet or appreciation in the prices of huge 
inventories held by them. 

There was marked improvement in 


capacity utilisation in the manufacturing 
units in 1976-77 in relation to the previous 
year supposedly because of the reduced 
number of industrial disputes consequent 
upon the promulgation of the emergency 
in the country. No less than 76 units in¬ 
creased their capacity utilisation to more 
than 75 per cent in 1976-77; in 1975-76, 
their number was 69. Only 17 units 
utilised less than 50 per cent of capacity 
largely because of the conditions prevai¬ 
ling in the market. The industries which 
gave a good account of themselves in this 
regard were steel, coal, transportation 
equipments, chemicals and consumer 
goods. How far these public sector units 
will be able to maintain this level of 
capacity utilisation in the current year 
remains to be seen because the industrial 
relations have mostly tended to deteriorate 
after the lifting of the emergency: 

Thanks to the policy of • canalisation 
pursued relentlessly in the past few years, 
the public sector undertakings have 
started playing a big role in earning 
foreign exchange through exports. In 
1976-77, the exports of the public sector 
were nearly half of the total. The export 
earrJngs of the marketing companies were 
as high as Rs 1,415.89 crores followed by 
the manufacturing units at Rs 423.45 
crores and the service enterprises at 
Rs 408.72 crores. Understandably, these 
undertakings will be called upon to 
shoulder increased responsibilities in thie 
coming years. 

Realising that it is of the paramount 
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State Election Results 



Janata 

Congress 

Congress 

(I) 

PWP 

CPM 

CPI 

APHLC 

HSPDP 

PPA 

Other 

Independents 

Total seats 

Assam 

53 

26 

8 

— 

11 

5 

— 


— 

23 

126 

Karnataka 

59 

2 

150 

— 

— 

3 

— 

— 

— 

10 

224 

Andhra Pradesh 

60 

30 

175 

6 

8 

— 

— 

— 

— 

15 

294 

Maharashtra 

100 

69 

62 

13 

9 

1 

— 

— 

— 

34 

288 

Arunachai Pradesh 

17 

— 

— 

— 

— 

— 


— 

8 

5 

30 

Meghalaya 

— 

20 

— 

•— 

— 

— 

16 

14 

— 

10 

60 


PWP—Peasants and Workers Party. APHLC—All Party Hill Leaders Conference. 

CPM—Communist Party (Marxists). HSPDP—Hill States People’s Democratic Party. 

CPI—Communist Party of India. PPA—People's Party of Arunachai Pradesh. 
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importance to improve the working of the 
public sector undertakings, the ministry of 
Industry is reported to have decided to 
constitute two separate study groups which 
will consist of representatives of lOcentral 
trade union federations and officials of 
the ministry, and which will “look into 
such questions as securing greater workers’ 
participation in the management of public 
enterprises, removal of grievances and 
investigation of complaints.” They will 
also study the problems relating to the 


sick mills. Thus, while one group will 
scrutinise the working of all the public 
sector enteiprises, the other group will 
exclusively examine the sick units so as to 
put forward suggestions for reviving them. 
The significance of the decision to set up 
these groups lies in the desire of the 
government to win over the cooperation 
of the workers since, as stated earlier, 
there has been distinct deterioration in 
industrial relations during the past one 
year. 


Safety in railway travel 


Thb drawing up of a detailed programme 
for preventing railway accidents and 
ensuring safe travel must await the 
recommendations of the high-powered 
rail accidents inquiry committee which 
has been set up recently under the chair¬ 
manship of Mr S.M. Sikri, a former 
chief justice of Supreme Court. But it is 
encouraging to note that even pending 
the receipt of this report, the iqinister for 
Railways, Prof Madhu Dandavate, has 
already initiated several steps to contain 
the problem. The spate of accidents 
witnessed in various parts of the country 
about two months ago, many of which 
apparently were caused by sabotage, 
could make any government sit up. The 
Janata government, therefore, has proved 
no exception. It has done what was 
expected of it. 

The strengthened vigilance of the 
railway track through the deployment 
of 11,000 railway protection force men 
and 14,000 gangmen, which has been 
entailing a daily expenditure of one lakh 
rupees during the past couple of months, 
of course, has yielded quite wholesome 
results. Not only several cases of sus¬ 
pected sabotage arc claimed to have been 
detected in time and accidents averted 
but also the overall situation has taken 
turn for the better. A determined group 
of saboteurs, surely, cannot be eliminated 
within a short span of time. But the 
containment of their activities with 
firmness, indeed, is something on which 
the authorities can legitimately be com¬ 
plimented. 

Sabotage is a special problem to be 


dealt with by police measures. The main 
“accidents” issue relate to collisions, 
derailments—inadvertment or caused by 
obstructions or stray cattle—, trains 
running into road traffic at level crossings, 
fire in trains etc., caused by human or 
mechanical failures. The ensuring of 
safety in railway traffic, therefore, is a 
multi-dimensional problem and has to 
be tackled in a variety of ways. 

An analysis of the causes leading to 
train accidents in the last about 17 years 
suggests that an overwhelming propor¬ 
tion of the accidents in this period rusulted 
from derailments and trains running into 
road traffic at level crossings. A signi¬ 
ficant number of accidents resulted from 
collisions and a small number from fires 
in trains. It is gratifiying to note that 
except for the spurt in the accidents 
during September-December last, the 
total number of accidents on the Indian 
railways has been going down right 
since 1960-61, when those caused by 
collisions, derailments, fires and running 
of trains into road traffic at level crossings 
Aggregated to as many as 2,131, yielding 
an incidence of 5.S per million train 
kilometres and resulting in 28 persons 
being killed and 246 passengers being 
injured. By 196S-66, they had gone down 
to 1,201, the incidence per million train 
kilometres going down to 2.7. Some of 
these accidents, however, proved to be 
major ones. Asa consequence, 41 pas¬ 
sengers were killed and 458 injured in 
that year. 

The number of accidents due to the 
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above oauses weiti down further gradually 
to 782 in 1973-74 with the incidence per 
million train klUometres going down to 
1.8, but increased significantly in the 
subsequent two years, presumably because 
of the difficult political situation in the 
country. They numbered 923 in 1974-75 
(incidence 2.2 per mjllion train kilo¬ 
metres) and 964 in 1975-76 (incidence 1.98 
per million train kilometres). Though 
the number of persons killed and injured 
also showed a significant decline up to 
1972-73, it went up in the subsequent 
three yean to 79 and 398, 98 and 297 and 
37 and 263 persons respectively. In 
1976-77, 80 persons were killed and 398 
injured in 780 accidents. As a proportion 
of a million passengers originating, the 
total casualties have fluctuated between 
0.24 and 0.05 between 1960-61 and 1972-73. 
In the last three years, this proportion 
basbeen of the order of 0.16, 0.10 and 
0.14. 

miscullanuous eaunus 

Besides the above accidents, there have 
been a fairly large number of accidents 
resulting from such miscellaneous causes 
as running over cattle or other obstruc¬ 
tions without derailing, attempts at train 
wrecking, etc. Such accidents numbered 
1,071 in 1975-76and 907 in 1976-77. Their 
incidence per million train kilometers 
worked out to 2.2 and 1.98 in the two 
years. 

Attempts at sabotage obviously have to 
be dealt with through intensive patrolling 
of track and detecting them before the 
accidents occur. The other categories of 
accidents can be obviated in other ways, 
the most important of them being the 
containing of the element of human 
error and failure of equipment. The 
railway administration, indeed, has been 
directing its efforts towards this end quite 
judiciously. 

Till lately, a two-pronged attack had 
been directed against human failures and 
errors. The first prong was the impres¬ 
sing upon the railway staff the dire 
necessity of preventing accidents and 
educating the employees through various 
means, including individual contacts, 
holding of group meetings, seminars and 
safety weeks, surprise checks by the higher 
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eeholois of staff, etc., and tbe second was 
.to nitioe tbe dependence on human 
element through strengthening of techno* 
logical^aids sudi as track circuiting, panel 
interlocking, use of flaw detectors for 
udieeis, axds and rails, etc. Automatic 
train control system has also been intro¬ 
duced on some very busy sections. It is 
designed to ensure that a train the driver 
of which has disobeyed the signal, is 
automatically braked and brought to a 
safe halt. 

Interlocking of signals and points at 
non-interiocked stations had been provided 
by tbe end of March last year at 82 per 
cent of all block stations. Track circuit¬ 
ing of run-through lines had been com¬ 
pleted at 27 per cent of block stations. 
The signalling system had been moder¬ 
nised and made automatic over almost 
all the busy sections. Advance signalling 
arrangements were also made on most of 
the high-speed sections. To make sabo¬ 
tage difficult, the most important form of 
which is the removal of fish-plates, 
welding of rails has been resorted to and 
neatly 33 per cent of the total track in 
the country has been covered by this 
programme, primarily on the trunk 
routes. 

major sUpa 

In his budget speech, Prof Dandavate 
has taken another major step to reduce 
accidents caused by the human element. 
He has announced the .sanctioning of 
categories connected with the running of 
trains and providing of additional running 
staff to the extent of 2,700 persons so 
that the standard norm of 10-hour work 
for such staff can be adhered to on all 
trains, passenger or goods. 

To bring down the accidents caused 
by running into road traffic at level 
crossings, the Railway minister has re¬ 
vealed that all unmanned levd crossings 
as are potential hazards to safety of 
passengers, shall in future be upgraded 
to manned level crossings in a phased 
manner nolrmally at the cost of the 
railways. Hitherto, this upgrading was 
genendly done at the c(»t of the road 
authorities, the central government In. 
the case o( the national highways, the 
state governments in the case of state 
hi^waya and municipalities and corpora¬ 


tions in respect of roads falling within 
their jurisdiction. 

Both these measures should go a long 
way in reducing raitwr^ accidents. But 
Prof Dandavate's plea for greater funds 


for the modernisation of railways and 
renewal of track also is not unwarranted. 
Besides increasing the capacity as well as 
efficienoy of railways, it will hdp in 
further containing accidents. 


Tamil Nadu : money problem 


The Tamil Nadu government has to take 
serious note of the deterioration in its 
finances in the past few years and the 
difficulties encountered in implementing 
Plan schemes due to joadequacy of requisite 
natural resources. The failure to deve¬ 
lop power sources systematically and 
achieve accord with Karnataka and 
Kerala in regard to the finalisation of 
construction work on inter-state projects 
are proving to be costly and the state 
is facing the prospect of stagnation of the 
regional economy in the coming years. 

The budget estimates for 1978-79 
presented to the legislature by the 
Finance minister, Mr K. Manoharan 
recently do not reveal fully the deteriora¬ 
tion in finances in the past few years 
as the result of the camouflaging opera¬ 
tions. The cumulative deficit for 
1976-79 alone is Rs 141.30 crores even 
after liberal central assistance and the 
central Finance ministry agreed to allocate 
larger Plan resources without making any 
adjustments in regard to the heavy ex¬ 
penditure incurred in relief operations, in 
cyclone affected areas. 

It may of course be pointed out 
that the aggregate deficit for three 
years will be less than half of the 
above mentioned figure but for the 
unexpected havoc caused by the cyclone 
in the closing months of 1977. But the 
fact cannot be overlooked that the reve¬ 
nue receipts of Tamil Nadu at Rs 680.08 
crores for 1978-79 are much less than 
those of Andhra . Pradesh for 1977-78 
and the estimates for 1978-79 of the 
latter may well be in excess of Rs 800 
crores. Not long ago revenue receipts of 
Andhra Pradesh were much less than 
that of Tamil Nadu. 

It has of course been bemoaned that 


the introduction of total prohibition has 
caused the state exchequer Rs 140 
crores in a year and the cumulative loss 
of revenue from this source has been 
mainly responsible for the absence of 
buoyancy in tax receipts and the difficult 
financial position. It has not however 
been explained what is the net loss of 
revenue, on account of this scrapping of 
excise levies on liquor, toddy and other 
items. It has been contended that 
there should have been larger increase 
in sales tax revenue due to increased 
consumption of tax products. The 
state government made representation to 
the centre for adequate compensation for 
the loss of revenue doe to prohibition 
and a better deal in regard to the devolu¬ 
tion of revenues when theSeventh Finance 
Commission makes its recommendation. 

As the centre is thinking of introducing 
prohibition in the whole country in a 
phased manner and similar claims have 
been advanced by other states, it remains 
to be seen what will be the extent of addi¬ 
tional devolution of revenues from the 
centre, for implementing a bolder sixth 
Plan. The state government has, never¬ 
theless, serious problems and is perhaps 
among the few states in the country to 
be faced with the prospect of diminishing 
returns with fresh doses of investment in 
thp absence of effective pooling of regional 
resources and the adoption of a new stra¬ 
tegy for improving productivity of agricul¬ 
ture and developing industries, which will 
not consume, large blocks of power. 

While this aspect of the question will 
be taken up later, the cumulative deficit 
ofRs 141.30 crores in 1976-79 has been 
adjusted by utilising resources libid in 
public accounts for Rs 101.96 crores 
leaving a deficit of Rs 39.34 crores. This 
has been reduced to Rs 34.05 crores as 
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there was an opening credit balance of 
Rs 5.29 crores in 1976-77. This exercise 
is unhealthy and cannot be repeated. This 
deficit has further been reduced to Rs 24.5 
crores with proposals for levying addi¬ 
tional taxation yielding Rs 9.55 crores. 
The new budget proposals are regressive 
in character as sales tax rates have been 
raised on a number of items while the 
road transport operators have been pena¬ 
lised again with an increase in motor 
vehicle tax on stage contract carriers. 
The duty on petroleum products has also 
been raised by 2 ps. per litre. The ad¬ 
justments in the rates of agricultural in¬ 
come tax may of course be justified as the 
plantation industries arc faring well and 
the richer farmers also have benefited by 
higher productivity and subsidised inputs. 

pooled tariff rates 

The financial position of the state 
government can, however, be funda¬ 
mentally improved only if a dynamic 
policy is adopted in regard to the deve¬ 
lopment of the agricultural sector and 
promotion of new industries. The state 
electricity board is functioning in a highly 
inefficient manner and because of the 
heavy loss in the supply of energy for 
agricultural purposes and the poor operat¬ 
ing efficiency of thermal stations the 
annual deficit is in excess of Rs 40 crores. 
The rale charged for domestic and indus¬ 
trial consumption of electricity is already 
high and with increasing thermal content 
in total power generation the average cost 
is bound to rise over a period. Some parts 
of the increasing costs can be offset by a 
higher operating ratio of the thermal 
stations. There is however no escape from 
charging higher rale for agricultural pur¬ 
poses while the promotion of new power 
intensive industries may have to be dis- 
couraged until such time, it is possible to 
achieve pooled tariff rates for the whole 
southern region. 

The power situation has happily 
improved with satisfactory rainfall in 
the catchment areas and hydel reser¬ 
voirs and ample supply from Kerala. 
The prospect of commissioning the first 
unit of 210 MW in the Tuticorin thermal 
station by the end of this year will also 
ensure adequate power supply in the 
absence of serious monsoon failures in 


1979-80. Tbe completion of remaining 
two units bi this centre also will be help* 
All. Howev^, the cost of total generation 
will increase significantly, especially if 
supplies from Kerala are diverted to 
Karnataka with construction of direct 
transmission line from Idduki to the latter 
state. 

The Tamil Nadu government has, there¬ 
fore, to modernise agriculture on more 
ambitious lines. White good work is being 
done in the Periyar Ayacut area the moder¬ 
nisation of Cauvery Delta is not proceeding 
on the desired lines. With the completion 
of remaining medium and small irrigation 
projects, the surplus water resources would 
have been nearly fully harnessed. As the 
limitations in regard to the exploitation of 
underground water resources also have 
been felt, it has been considered desirable 
to promote groundwater tapping on a 
pooled basis and encourage also coopera¬ 
tive farming. Greater reliance is being 
placed on the construction of minor irri¬ 
gation projects and improvement of the 
storage and major tanks. All these mea¬ 
sures will lead to intelligent water manage¬ 
ment, but there will have to be an aug¬ 
mentation of water resources with the 


Another report has been received and pigeon¬ 
holed. The Expert Committee on the financial 
clau.ses of the Constitution reported on the 5th 
of December 1947, and their report has already 
become out of date. But the financial clauses of 
the draft Constitution of India, although they are 
not ba.sed on the report of the Sarkar Committee, 
are in themselves clear, precise, and understand¬ 
able. Very few persons will quarrel with the fact 
that the Drafting Committee of the Constituent 
Assembly has not chosen, in this transitional 
period, to add to the troubles of the f^inance 
Minister at the Centre, by proposing a partial 
revision of the financial provisions of the Consti¬ 
tution. The Drafting Committee do not recom¬ 
mend that 50 per cent of the tobacco excise 
should be shared with the provinces. They do 
not propose to merge the agricultural income-tax 
with the Central income-tax, and do not con¬ 
template, that pending the abolition of the jute 
export duty, West Bengal, Bihar, Assam and 
Orissa should be paid their share of this duty, by 


diversion of west flowing rivers, and some 
help also from Andhra Pradesh. The. pos^ 
sibilities in tlus regard will have to be 
more actively explored than is being now 
done. 

It is also important that the inter-state 
hydel projects should be speedily executed 
with the concurrence ofKerala assomepro* 
jects in the Nilgiri area are held up due to 
the lack of a proper accord. There is also 
no excuse for not taking up work on the 
Hogenekal project on the Cauvery as over 
1500 million units are being wasted annu¬ 
ally just because agreement cannot be 
leached on the siting of the project. After 
the experience of the floods in Cauvery in 
1977 the importance of Hogenekal project 
as a flood moderator also should be realis¬ 
ed. While there should be a strengthening 
of agricultural and power sectors, it is far 
more important that there should be an 
intelligent policy for industrial develop¬ 
ment. 

Even the existing textile and sugar 
industries are not in healthy state on 
account of the difficulties in obtaining 
cotton and sugarcane and dependence of 
textile units on yarn sales. The sugar 
industry particularly is in a parlous state 


fixed lump sum payments. The Drafting Com¬ 
mittee has not stepped up the provincial share of 
the divisible pool of income-tax, from 50 to 60 
per cent, as recommended by the Expert Com¬ 
mittee on the financial provisions of the Constitu¬ 
tion. 1 he Drafting Committee have rejected these 
recommendations. The only material changes 
which they have made from the present adap¬ 
ted Act —apart from the taxation of provincial 
trading enterprises referred to below—are the 
addition to the Central list of powers to regulate 
and tax stock exchange and futures transactions, 
the raising of the limit of taxation by provinces or 
municipalities on professions, trades, callings, and 
employments to Rs 250 per capita per annum, 
and the assignment wholly to the provinces, of 
Central excise duties levied on medicinal and 
toilet preparations containing alcohol and opium. 
The Drafting Committee has been wise not to 
depart from the text of the adapted Oovernment 
of India Act in more material particulars than 
these. 
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and without adequate relief and satisfac¬ 
tory arrangements for the cultivation of 
cane the existing capacity cannot be utili¬ 
sed. A larger number of light engineering 
industries and electronic units will have 
to be established while the transport ser¬ 
vices should be actively enlarged. If there 
can be intelligent crop planning and high 
level industrial production the regional 
income can grow more impressively and 
there will be greater elasticity in tax 


revenues. The ccnfrat government too 
should spend larger amounts on new pro¬ 
jects in the central sector, in order to 
enable the state government to over¬ 
come the difficulties that may be experi- 
enced for some years. Without a new 
strategy and faster industrial development 
in all sectors, Tamil Nadu cannot hope to 
regain its earlier reputation as a state for 
being industrially well developed and 
achieving balanced economic growth. 


aspects of the farm tax will give due 
regard to all the relevant fectors so that 
it can be enforced smoothly. 

unamployment assistance 

A novel feature of the budg<^t is the 
proposal to introduce a limited scheme of j 
unemployment assistance with cflect from i 
April 1. 1978. It has been decided to ; 
offer an allowance of Rs 50 per month ' 
to persons whose names occur in the live 
registers of the employment exchanges 
continuously for five years and whose 
family income is less than Rs 500 per 
month. The monthly allowance will be 
paid for three years or, so long as the un¬ 
employed persons are unable to secure 
gainful work, whichever period is less, 
and the scheme will cover, to begin with, 
150,000 persons. The recipients will have 
to participate for two days^ in a week in 
one of the approved social welfare projects 
relating to primary education, social hy¬ 
giene and slum clearance. A sum of 
Rs 9 crores has been provided for the un¬ 
employment assistance schemes and if the 
resources position improves, it is propos¬ 
ed to increase the coverage. Dr Mitra 
said that it gave him ‘‘intense satisfaction 
that we are able to initiate at least a 
modest scheme of this nature in this year's 
budget”. But it remains to be seen whe¬ 
ther the government will be able to imple¬ 
ment it in a manner that the benefit goes 
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Announcement 

M/8. Saurabh Pustak Bhandar, 
Ahmadabad, have been appointed 
ae one of our Subecription 
Agents. 

Necessary enquiries may please 
be made to:* 

Saurabh Pustak Bhandar 

015, Relief Road, First Floor, 
Near Calicodome, 
AHMEDABAD-380001 
Phone No. 81230 
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Mitra budget 


West Bengal’s budget for 1978-79 shows 
substantial improvement in the state’s 
financial position which has been brought 
about by raising more tax revenue and 
by collection of tax arrears. Dr Ashok 
Mitra, the Finance minister, said in his 
budget speech that the tax measures 
adopted in 1977-78 were “by far the lar¬ 
gest tax effort in any single year so far in 
the history of this state” and that “the 
additional resources we have raised in 
1977-78 exceed the aggregate tax effort 
on the part of <all the other states and 
union territories put together”. He added 
that there could be no better evidence of 
the government’s determination to ensure 
“rc.sponsible fiscal administration ’. 

It is indeed commendable that though 
West Bengal’s economy continues to be 
plagued by a severe power crisis with its 
adverse impact on production and emp¬ 
loyment, it has been possible for the 
government to reduce its deficit and to 
provide more funds for various develop¬ 
ment schemes. Against the opening defi¬ 
cit of Rs 56.12 crores, the closing deficit 
for 1977-78 is estimated at Rs 28.9 crores. 
During 1978-79, the deficit on revenue 
account will be Rs 1.79 crores and out¬ 
side the revenue account Rs 25.10 crores. 
The total deficit would have been about 
Rs 55.86 crores at the end of the year 
but it will be reduced to Rs 25.86 crores 
through resource mobilisation. It is pro¬ 
posed to raise about Rs 20 crores of ad¬ 
ditional taxation and realise Rs 10 crores 
through better tax collection. 

The proposals include a farm tax to 


yield Rs 7 crores, increase in the rural 
employment cess in respect of coal mines 
from 50 paise per tonne to Rs 2.50 per 
tonne, and measures to change the struc¬ 
ture of municipal taxation and motor 
vehicle taxation. 

Some concessions have also been 
given, notably the reduction in the 
rate of tax on purchases from regis¬ 
tered dealers of inputs required for 
the manufacture of goods which are trans¬ 
ferred to outside West Bengal otherwise 
than by sale in the state. The budget 
proposals have been generally well receiv¬ 
ed by industry and trade though regret 
is expressed at the fact that no relief has 
been given to industries like jute and tea 
and that, increase in the cess on coal is 
likely to affect the cost of production. 
The fear has also been voiced that the 
decision to raise the municipal taxes in 
respect of larger buildings, in addition to 
the multkstoried buildings tax already 
imposed, may a/fect construction activity. 

The government should therefore imple¬ 
ment these tax measures in such a way 
as will not make industrial recovery more 
difficult. The government should also 
proceed cautiously in levying the farm 
holding tax which is intended as a substi¬ 
tute for land revenue. Dr Mitra himself 
has acknowledged the difficulties in col¬ 
lecting this tax. He has referred to the 
“complex, legal, economic and adminis¬ 
trative issues” that will have to be con¬ 
sidered. It is hoped that the task force 
which has been set up to examine these 
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to those who are really in need of such 
assistance. 

The performance of employment ex¬ 
changes has been generally unsatisfactory 
and it is doubtful whether they even main¬ 
tain their registers properly. It seems 
likely that out of the 1.3 million names 
carried on the live registers of the emp¬ 
loyment exchanges, a large number conti¬ 
nue to have their names on the registers 
even though they have secured jobs 
through their own efforts. The government 
has decided that new employment will in 
future be made only from the lists fur¬ 
nished .by the employment exchanges and 
that the private sector is also being per¬ 
suaded to follow this procedure. But the 
government does not seem to have given 
thought to measures to reorganise the 
employment exchanges so as to create 
confidence among the unemployed about 
their efliciency and impartiality and to 
convince the private sector of their ability 
to recommend the right candidates at the 
right time. 

Dr Mitra rightly said that unemployment 


assistance ivas no substitute for gainful 
work. It is all the more important there¬ 
fore that the state government should 
speed up economic recovery and provide 
all facilities to the existing industries to 
expand and for new units to come into 
existence especially in the backward dis¬ 
tricts. The budget has provided more 
funds for the development of power and 
other forms of infrastructure. But it is 
unfortunate that the Finance minister's 
speech continued to reveal a policy of 
distrust towards the large houses and the 
multinationals. He referred to their 
‘^exploitative role*’ and said that they 
“cannot be relied upon to cairy out the 
essential tasks of modernisation and expan¬ 
sion”; and that “the interests of the toil¬ 
ing masses are unlikely to be served by 
them in the future either”. He reiterated 
the government’s determination to depend 
on small and medium-scale units for 
future industrial growth. But is the state 
government confident of achieving sub¬ 
stantia] results in industrial growth in the 
short period merely or mainly by the acti. 


vities of thf small and medium indus¬ 
tries? 

DrMitra*8 speech brought out many 
serious deficiencies in the state’s adminis¬ 
tration. He said: “The administrative 
machineiy still moves slowly; awareness 
of the need for doing things al a faster 
pace has not percolated to all levels. 
There are, in addition, petty jealousies 
and wranglings over jurisdiction. Parti¬ 
cularly in the districts, work has been 
affected because we have not yet been able 
to solve altogether satisfactorily the prob¬ 
lem of inter-departmental and inter-agency 
coordination”. The Finance minister also 
referred to allocations remaining unspent 
because of departmental lethargy or inter¬ 
departmental bickerings and to the non- 
utilisation of funds available from public 
financial institutions because of lack of 
schemes. Therefore, while the govern¬ 
ment of West Bengal may continue to urge 
New Delhi for the transfer of more powers 
and resources, it should give serious 
attention to tone up the administration at 
every level. 
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CAPITAL'S 

CORRIDORS 


R. C. Ununat 


State elections * Approach to planning • 
Vogotablo oils programmes • Indianisation of 
tea estates * Scrap imports 


tab. IMPRESSIVE victory of Mrs Indira 
Gandhi's group of Congressmen in the 
recent Karnataka and Andhra Pradesh 
state legislature elections can be expected 
to have a far reaching impact on the 
of&cial Congress, even though the latter 
has been able to acquit itself not incre- 
ditably in the elections to the state legisla¬ 
tures of Maharashtra, Assam and Megha¬ 
laya. In Assam and Meghalaya, Mrs 
Gandhi's faction has not been able to 
score any significant successes. In Maha¬ 
rashtra, its influence has been reflected in 
the election only in some parts, parti¬ 
cularly in the Vidharbha area. 

The election results of both Karnataka 
and Andhra Pradesh have been surprising 
to some extent in the sense that whereas 
it was generally felt that in Karnataka the 
contest primarily was between the Janata 
party and Mrs Gandhi’s group, these 
two parties and the official Congress were 
closely balanced in Andhra Pradesh. The 
biggest sufferer in these two states has 
been the official Congress. The Janata party 
has been able to improve upon its pre¬ 
election position and can in no way be said 
to have been at the losing end. Its perform¬ 
ance in Assam has been much better than 
expected. If one goes by the pre-election 
reports, it has faired quite creditably in 
Maharashtra also. In Meghalaya, it, of 
course, did not contest the election. The 
results in Arunachal Pradesh are in 
accordance with expectations. 

The successes of Mrs Gandhi’s faction 
in Andhra Pradesh and Karnataka are 
stated to have already induced a good 
deal of rethinking amongst the official 
Congress ranks and the possibility of 
significant defections from the official 
Congress to Mrs Gandhi's group cannot 


be ruled out. Although efforts are afoot 
for a reunion of the two groups of the 
Congress, it remains to be seen how far 
they will succeed. A large section of the 
official Congressmen apparently is in no 
mood to accept Mrs Gandhi as the undis¬ 
puted leader of the Congress. 

It is interesting to note that the group 
around Mrs Gandhi which was responsi¬ 
ble for most of the excesses during the 
emergency has reared its head. A clear 
evidence of this was available when Mrs 
Gandhi addressed her first press con¬ 
ference in New Delhi last week since 
her defeat in the lok Sabha elections last 
year. Although her pesonal appeal among 
the masses appears to have increased dur¬ 
ing the course of the recent months, it 
primarily remains confined to the rural 
areas. The Greater Bombay election re¬ 
sults have made it abeundantly clear that 
she has still to out-live the excesses of the 
emergency. It will be presumptuous, 
therefore, to assume that she will be able 
to stage a comeback at the centre in any 
near fhture. 

clamour for autonomy 

Another outcome of the recent state 
elections that can be expected Is that the 
clamour of some non-Janata state govern¬ 
ments for greater autonomy would gain 
momentum. Mr Devraj Urs, who has 
resumed the chief ministership of Karna¬ 
taka, has already expressed himself in 
favour of greater delegation of financial 
powers to the states—a plea that has 
already been made by the West Bengal, 
government. Jammu and Kashmir, Tamil 
Nadu and Kerala have also been stressing 
greater autonomy for the state legislatures. 
A similar demand may be made soon by 
Dr Chenna Reddy who is likely to take 


over as the chief miohter of Andhra 
Pradesh. ^ 

" ♦ a 

The Planning Commission is understood 
to be drawing up the ftiture develppmen* 
tal programmes with the following otjeo- 
tives in view: 

(i) Removal of unemployment and sub¬ 
stantial under-employment within approxi- 
mately 10 years; 

(ii) Provision of basic services, e.g. 
drinking water supply, primary education 
and health care to the population in the 
lowest income groups over the same 
period; and 

(iii) A significant reduction in the pre¬ 
sent disparities of income and wealth. 

These objectives are envisaged to be 
linked with the maximum feasible rate of 
growth and continuing progress towards the 
goal of self-reliance, particularly techno¬ 
logical independence in relevant fields. 

The new planning strategy implies con¬ 
siderable shift in the inter-sectoral allo¬ 
cations of investment hitherto indicated 
in the previous five-year Plans. The highest 
priority is now being accorded to the 
allotment of funds for the development 
of agriculture and allied activities like 
irrigation, etc, and household and small- 
scale industries sector producing wage 
goods. The allocation of resources for 
power, transport and other infrastructure 
would match the activity levels envisaged 
in agriculture and allied sectors. Apart 
from crop husbandry, programmes for 
other rural development sectors will be 
emphasised. In addition to the sectoral 
programmes, priority would be given to 
area development schemes at the block 
district levels. 

Planning exercises are underway to 
identify areas for special emphasis. Com¬ 
mittees have been set up to prepare guide- 
linesfor area planning and indicate the 
concrete role of voluntary agencies in the 
process. Additional resources will have 
to be provided for building up buffer stocks 
of foodgrains and other essential com¬ 
modities for distribution through the pub¬ 
lic distribution system. A shift in the 
coverage of health and education services 
from expansion in urban areas to rural 
areaSf from higher education to elemen¬ 
tary, vocational and non-formal education 
would also be made. 

The allocation of fUnds for the large 
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indostrid sector may have to be limited 
so as to itrovidefor the additional reqttire- 
mmts (rf* inputs for agriculture and rural 
development and the growth of in&astruc. 
ture. In short, the thrust of the new 
investment strategy would be to increase 
the employment content of the Plan to the 
extent feasible. 

The following ate the state-wise outlays 
approved by the Planning Commission 
for the next financial year, after consulta* 
tions with state governments: ^ 

Annual Plan 1978-7P--Statcs 
(Outlay approved) 

(Rs in lakhs) 


1. Andhra Pradesh 44,900 

2. Assam 15,500 

3. Bihar 38,414 

4. Gujarat 33,500 

5. Haryana 21,000 

6. Himachal Pradesh 7,300 

7. Jammu & Kashmir 10,800 

8. Karnataka 33,200 

9. Kerala 17,600 

10. Madhya Pradesh 41,300 

11. Maharashtra 73,500 

12. Manipur 2,826 

13. Meghalaya 2,811 

14. Nagaland 2,453 

15. Orissa 19.100 

16. Punjab * 26,000 

17. Rajasthan 23,500 

18. Sikkim 1,580 

19. Tamil Nadu 30,500 

20. Tripura 2,270 

21. Uttar Pradesh 75,500 

22. West Bengal 37,140 

Total 560,694 


The union government is understood 
to have decided to import about 0.95 
million tonnes of edible oils during the 
12 months to October, 1978. This is being 
done to obviate any shortfall in supplies 
in the market and for containing prices. 
Although the private trade also will be 
allowed to import edible oils for direct 
consumption, bulk of the imports are to 
be routed through the State Trading Cor¬ 
poration. The exact quantum and the 
kinds of oil to be imported by private 
tra^ are yet to be finalised. 

The government is also considering the 
establishment of a Vegetable Oilseeds and 
Oils Corporation with a view to having a 
firm control over the vegetable oils situa¬ 
tion in the country. When it is establish- 

BAamtN |K»NQM|«r 


ed, imports of edible oils might be entrus¬ 
ted to this corporation. It may also go in 
for purchases from within the country 
soon after the harvestiog of the various 
oilseeds. 

A perspective edible oils plan is envi¬ 
saged to be formulated in the near future. 
A working group has been set up to go 
into all aspects of the matter. Its report is 
expected shortly. 

Meanwhile, the Ooyal Committee, 
which was constituted last year to go into 
the non-utilisation of edible oil import 
licences issued to the private trade towards 
the close of the Congress regime at the 
centre, has made a number of suggestions 
in respect of the ftiture management of 
the edble oils economy. The suggestion 
relate to the role of the state agenciea, the 
need for a long-term perspective for im¬ 
ports and exports, the importance of a 
single agency to coordinate policies and 
administrative action for the development 
and regulation of edible oils, the need for 
statutory price controls, the improvement 
of the functioning of the office of the 
Chief Controller of Imports and Exports 
and the effective management of imports. 

The ministry of Agriculture is endea¬ 
vouring to step up the production of 
oilseeds in the country through expansion 
in acreage, as well as by provision of 
irrigation facilities. 

As many as 75 sterling tea companies 
are stated to have approached the union 
government for Indianisation of their 
management. The government has clari¬ 
fied that the purchase of sterling shares by 
Indian residents requires the prior appro¬ 
val of the Reserve Bank of India. Even if 
sterling shares have been purchased on 
the London Stock Exchange by non-resi¬ 
dent Indians, they would be counted as 
non-resident shareholding and the obliga¬ 
tion to reduce the foreign shareholding to 
74 per cent under the Foreign Exchange 
Regulation Act (FERA) will still remain 
on the company. 

The following are the tea companies/ 
estates which desire to Indianise them¬ 
selves: 

Angoorie Tea Estates, Assam Frontier 
Tea Co, Assam Company, Assam Estates, 
Attareekbat Tea Co, Assam Dooars Tea 
Co; Bargang Tea Co, Bordubi Tea Co, 
Boyai Tea Co, British Indian Tea Co, 
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Boyelli Tea Co, Bamgaon Tea Co, Baza- 
loni Tea Co, Buxa Doors Tea Co, British 
Darjeeling Tea Co, British Assam Tea 
Co, Bengal United Tea Co, Brae A 
Chingur Tea Estates Ltd, Balijan Tea Co, 
Belseri Tea Co, Badulipar Tea Co, Cachar 
A Doors Tea Co, Cooperative Wholesale 
Society, Corramore Tea Co, Craigmore 
Land A Produce Co, Chulsa Tea Co, 
Doom Dooma Tea Co, Darjeeling Con¬ 
solidated Tea Co, Dangua-Jhar Tea Co, 
Duamara Tea Co, Dejoo Tea Co, Deamo- 
olieTea Co, Dekhari Tea Co, Empire 
Plantations, Eastern Assam Tea Co, 
Endogram Tea Co, Oingia Tea Co, Green¬ 
wood Tea Co, Halem Tea Co, Harmuthy 
Tea Co, Hope Tea Co, Hatimara Tea 
Co, Hunwal Tea Co, Itakhooli Tea Co, 
Imperial Tea Co, Isa-Bheel Tea Co, 
Jorebaut Tea Co, Jhanzie Tea Associa¬ 
tion, Koomsong Tea Co, Laktaria Ltd, 
Lebong Tea Co, Leesh River Tea Co, 
Longai Valley Tea Co, Mariingi Tea Co, 
Majuli Tea Co, Maobind Tea Co, Madras 
Tea Estates, Moran Tea Estates, Meeog- 
lasTea Co, Pabbojan Tea Co, Rajmal 
Tea Co, Rupajuli Tea Co, Rupai Tea 
Co, Rajat Ali Tea Co, Southern India 
Tea Estates Co, Stanmore Anamallay 
Estates, Singlo Tea Co, Scottish Assam 
Tea Co, Salonag Tea Co, The Sonalbheel 
Assam Tea Co, Thanai Tea Co, Ttngri 
Tea Co, Tara Tea Co, Upper Assam Tea 
Co. and Zaloni Tea Estates. 


The electric are furnaces, commonly 
known as mini-steel plants, have been 
allowed to import some limited quantities 
of certain specified categories of ferrous 
scrap. The decision has been taken after 
an assessment of the anticipated shortage 
in indigenous availability, the low prices 
of scrap prevailing in the international 
market and the need for imparting some 
stabilisation to scrap prices within the 
country. 

Inadequate availability of scrap from 
indigenous sources has been adversely 
affecting the operations of these plants, 
besides the demand for steel. The situa¬ 
tion, of course, is stated to have improved 
slightly b respect of demand, particularly 
as a resultof be revival of the construction 
activity. The imports of limited quantities 
of some specified qualities of scrap, it Is 
hoped, will go some way in improving 
the operations of mini-steel plants. 
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9TH INTERNATIONAL 
CX>NSUMER GOODS FAIR 

- BRNO 

21st to 28 April 1978 


l^he international Consumer Goods 
>air in BRNO is an important 
. venue for the exchange of know¬ 
how and experience offering many 
*' new ideas for innovations within 
the Consumer Goods industry, 
d Over 900 exhibitors from 40 coun- 
M Wies of five continents assemble 
, at BRNO every year for this Fair. It 
•I offers 85,000 sq.m, of covered 
exhibition area in 20 pavilions 
-and 80,000 sq.m, of open-air 


exhibition area. While the partici¬ 
pants will compete for the Gold 
Medal of the Fair, the fashion de¬ 
signers from all over the world will 
compete for the Gold Ribbon of 
the International fashion show 
INTERMODA 77/78. The fair is 
held every year during the month 
of April. 

Every facility is provided for de¬ 
signing and construction of the 
stands and display of goods. 


HOP YOUR MTE HM INliRIUTIOIMl ENSMEERING FltM BRNO-EVERY SEPT. 

' For full information contact; 


BSZISI , . 

TRADE FAIRS AND EXHIBITIONS BRNO; 

' ^ m 1 Vyttaviste. 60200 Brno. Czachoslovakia j 

^ V Tal.: 314 Talax ; 062294.062295 Cables : Fairbrno Brno 
) OR 


j Trade Raprasentation of tha Czechoslovak Socialist Raoublic 
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Can safes tax be abolished? 


Lack of uniformity In tho incidoneo of por capita saloo tax among 
.diffjiront itatfc/fflaeta Inequity and la a major eauto of tax ovacTon. 
Tho author, plopda for roforms and a broad uniform rata atructuro 
for tho aaioc tax, at loaat among tha noighbeuring statoa, to ehoek 
Ihia ovation, until a omy it found for Ha roplaeomont by a uniform 
Value Addod Tax« 


In recent yeare, the sales tax has 
emerged as the most important sources 
of revenue in the states’ tax system. The 
state governments have found it as the 
most elastic source of revenue. Hence, 
its percentage contribution in the revenue 
from state taxes and the yield from it 
has increased rapidly. Revenue from 
sales tax^ formed 26 per cent of the 
revenue from state taxes in t9SUS2. This 
percentage increased to 38 irt 1961-62 
and further to 44 in 1976-77 (Budget)*. 
In absolute amount the yield from sales 
tax increased fVom Rs 58.93 crores in 
1951-52 to Rs 181.44 crores in 1961-62 
and ftirther to Rs 1637.50 crores in 
1976-77 (Budget). Thus, during the 
period 1961-62 to 1976-77, the yield from 
sales tax increased by 802 per cent as 
against an increase of 109 per cent in the 
yield from land revenue and an increase 
of 76 per cent from agricultural income 
tax, an increase of 660 per cent from 
state excise duties and an increase of 673 
per cent in the revenue from all state 
taxes. These data clearly show that sales 
tax occupies a predominant position in 
the states' tax system. 

lack of uniformity 

There is no uniform pattern regarding 
the sales tax in different states. In some 
states, such as West Bengal, Assam, 
Orissa, Punjab, Jammu and Kashmir, 
Madhya Pradesh and Rajasthan the tax 
is levied at a single point basis. On the 
other hand, Tamil Nadu, Karnataka, 
Kerala, Andhra Pradesh and Bihar 
impose multiple-point sales tax. In some 
states such as Uttar Pradesh, although 
the tax is levied on the multi-point basis 
but a large number of items are taxed at 
a single point. There is also no unifor¬ 
mity regarding the rate of the tax and 
tte commodities that are exempt. In 
some states, even foodgraihs and pulses 

1. incindes sales tax on motor spirit. ,... 

2. This po^tase would be as high as SS if 
revenue from central Sales tu and puidhue 
tax on sugarcane is also included. 
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are taxed while in some thqr are exempt. 
In the case of luxury articles, in almost 
all the states the tax rate is between 10 
to IS per cent but there is diversity in the 
schedule of luxury articles. 

The per capita incidence of the sales 
tax among 'the different stales differs 
considerably; Unfortunately, the relati¬ 
vely better-off states with higher per 
capita income do not necessarily have 
higher per capita incidence of the tax. 
For instance, in 1976-77 (Budget) Punjab 
ranked iburth in terms of per capita sales 


POINT 

OF 

VIEW 


tax revenue at Rs 43.27-—the first three 
being Maharashtra (Rs 53.07), Gujarat 
(Rs 46.79) and Kerala (Rs 45),—although 
the state has the highest per capita 
income. Similarly, the per capita sales 
tax at Rs 17.52 Uttar Pradesh is consi¬ 
derably lower as compared to Kerala 
(Rs 45), Rajasthan (Rs 22.56) and 
Madhya Pradesh (Rs 19.53), although 
the per capita income of these states is 
relatively lower than that of Utter 
Pradesh. .These data not only reflect the 
inequity in the incidence of per capita 
sales tax among different states but they 
also indicate that there is considerabe 
evasion, at least, in those states that have 
higher per capita income but lower per 
capita incidence of the tax. 

Although no precise estimates regarding 
the evasion of sales tax in different states 
are available but there are strong reasons 
to believe that the evasion takes place on 
a large scale. As the sales tax is shown 
separately, it invites resistance from con- 
suinm aind encourages the traders to 
evade the tax by not issuing the cash 


memo, so that such sales are not recorded 
at all. Evasion also takes place due to 
the high rates of the tax as also due to 
lack of uniformity in rates in the neigh¬ 
bouring areas. For instance, in Haryana 
a number of commodities are subject to 
four per cent central sales tax, while there 
is no sales tax on these items in Delhi. 
Since there is no sales tax on the transfer 
of manufactured goods from the factory 
to the godown anywhere in the country, 
many industrialists shift their product to 
Delhi and sell them from there. Thus, in 
this process the government of Haryana 
is deprived of the sales tax revenue. 

multi-point system 

Sales tax is not liked by the traders, 
because of the problem of maintaining 
accounts and the harrassment that is 
caused to them by the officials of the 
Sales Tax Department. The maintenance 
of accounts is relatively easier under the 
multi-point system of taxation, but under 
the single point taxation the dealers have 
to maintain separate account of sales to 
registered dealers or manufacturers, who 
are exempt from the tax, and the unregis. 
teried dealers from whom the tax is collec¬ 
ted. This causes inconvenience to the 
traders. There is also the problem of 
harrasapient to the traders by the officials 
of the sales tax department, especially in 
those states where the sales tax officials 
have been given wide powers to reopen 
the past cases for a longer period. 

For instance in Haryana, the taxation 
authorities are empowered to reopen 
reassessment cases even after fifteen years. 
Such powers lead to corruption. Traders 
have also to face the various difficulties 
due to the various formalities to be com¬ 
pleted by them and due to the complicated 
sales tax forms. It is on account of these 
various difficulties that the Janata govern¬ 
ment promised to abolish the tax in its 
election manifesto. It is very difficult to 
say whether the state governments can 
afford the abolition of the tax because in 
the state’s tal structure sales tax’is the 
only tax which yields a sizable revenue 
and the state governments have introduced 
necessary changes in it in the past to raise 
additional revenue. However, there is 
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no denying the fact that the various 
problems connected with the sales tax 
must be removed. As a measure of fiscal 
reform, the first step required in this 
direction is that the sales tax should be 
comouflaged with the price of the taxed. 
commodities as in the case of excise 
duties so that there may be no resistance 
from the consumers and the traders may 
also not be prompted to evade the tax. 

Some broad uniformity regarding the 
rate structure and the exemptions is also 
necessary, at least, among the neighbouring 
states, so that'evasion could be checked. 
In order to check sales tax evasion, the 
goods consigned to a businessman in any 
part of the state should be delivered only 
when the necessary documents are 
endorsed by the sales tax officer of the 
area. If this is done, then it will be 
necessary for a dealer to record the sale 
of goods. There should also be frequent 
surprise checking of stock registers of the 
dealers by the sales tax inspectors and 
officers but it should be ensured that 
harrassment is not caused to the traders 
and in cases of complaint by the dealers 
the superior officers must make a thorough 
investigation and severely dealt with the 
corrupt officials. In order to reduce the 
workload of the Sales Tax Department a 
scheme of self-assessment should be intro¬ 


duced for the ‘marginal traders*. Such 
traders alSMlld be allowed to deposit their 
tax and there may be some test chedcs in 
the case of a few self-assessment by the 
inspecton with the prior approval of their 
superior officials. 

In order to reduce the cascading effects 
of sales tax, inputs to roistered dealers, 
so also the exports should be completely 
exempt or a full refund should be made 
to them so that the undesirable cost- 
escalation does not take place and that 
the exports are not adversely affected. 
The rate of inter-state sales tax, which is 
subject to a ceiling of four per cent, 
should be brought dovra to one per cent 
as recommended by the Jha Committee 
so that the inter-state trade and commerce 
experiences a healthy growth. We are 
also of the opinion that the importing 
states should be authorised to assess and 
collect the tax under the Central Sales 
Tax Act so that the revenue so raised 
could be utilised for the benefit of their 
own citizens. 

It may be emphasised here that the 
replacement of sales tax by Valve-Added 
Tax (VAT) or additional duties of excise 
is not feasible at present. The VAT, no 
doubt, has a number of advantages in 
so far as it can help in reducing the 
cascading effects and also provide an 


in-built mechanism of cross cheddag to 
eheek the tax evasion. However, the 
sttoeessful dpentkm of the VAT requires 
that the various units must maintain 
a detailed record of taxes paid by them 
on the various purchases* as also die sales 
made by them. This difficulty will be 
greater where the number of firms is 
very large and their size is smaller. This 
requires an efficient and honest tax 
administrative machinery which is lacking 
in our country. There is another probimn 
which is of a more serious nature : 
Whether all the state government will 
agree for replacement of sales tax by 
VAT which will be administered by the 
central government. Our past experience 
with the state governments regarding the 
additional duties of excise shows that they 
have not favoured the idea of further 
extension of the scheme to some other 
commodities as they have interpreted it 
as an encroachment on their fiscal auto¬ 
nomy, Thus the state governments are 
neither likely to agree with the replacement 
of sales tax by VAT nor by additional 
duties of exdse. Accordingly, we are of 
the opinion that till such time we reach 
a stage when sales tax may be replaced 
by VAT, certain reforms may be intro¬ 
duced in the existing system of sales tax 
so as to remove some of its deficiencies. 


Underwriting of capital issues by LIC V. Dixit 

Extract* from a paper prasantad by Mr V. Dlxiti Exaeutiva Director 
(Investment), LIC, Central Office, Bombay at a seminar on 
"Management of Corporate Insurance", held at Hyderabad under the 
auspices of All India Management Association. 


When I talk of “underwriting”, it is in 
relation to “underwriting of capital issues” 
which as you all know, is distinct from 
underwriting of insurance. Although this is 
so, underwriting of capital issues is also in 
the nature of an insurance, it is an insur¬ 
ance to the company which proposes to 
make a public offer of its capital issue 
against the risk of the public not fully 
subscribing to the issue and against its 
thus having to make do with a lower 
capital intake than needed. Underwriting, 
therefore, involves the underwriter agree¬ 
ing to subscribe directly or to procure sub¬ 
scription for that portion of the issue 
which is not taken up by the public so 
as to ensure that the company making the 
issue gets its full requirement of capital. 


For the risk which the underwriter under¬ 
takes, he is paid a commission. When 
there is more than one underwriter, the 
liability is shared by them pro-rata to the 
amounts underwritten by them. 

You will thus appreciate that an under¬ 
writer plays an important role in mobilis¬ 
ing finance for industrial ventures, and 
underwriting has today become an e.ssenti- 
al part of the capital market. This is parti¬ 
cularly so in a less developed country like 
ours where raising of capital is beset with 
many difficulties. On the one hand capi¬ 
tal is shy, and on the other, the habit of 
investment in shares and debentures is 
confined only to a small sector of the 
urban elite. In a situation like this, there 
is a tendency for the investors to go by 


the name under whose sponsorship the 
issue is made, and only if the promoters 
are well-known personalities with experi¬ 
ence of running an industry, the issue 
gets a good response. In these circum¬ 
stances, underwriting assumes crudal 
importance. For, once the underwriter is 
satisfied about the financial soundness of 
the capital investment and he agrees to 
underwrite the issue, the promoter is 
assured of his money and can go ahead 
with the implementation of the project. 
Apart from this, the name and standing 
of the underwriter also often helps in 
enthusing the investors in applying for 
securities which he has underwritten. The 
importance of underwriting of capital 
issues has now been so well recognised 
that one rarely comes across a public offer 
of shares or debentures that is not under¬ 
written. 

Prior to the era of planning, underwrit- 
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log of^pital ]$sUe& WAS confined to Com* 
merciai banks, share and stock brokers, 
insurance companies, and investment com¬ 
panies. Their underwriting activity was, 
however, sporadic and largely unorganis¬ 
ed and uncoordinated. With the advent 
of planning and the increasing tempo of 
industrialisation, the need was growingly 
felt to organise the underwriting activity 
on scientific lines. The first step in this 
direction was taken in 1935 with the 
establishment of the Industrial Credit and 
Investment Corporation of India (ICICI). 
Since then, the activity has been increa¬ 
singly institutionalised. Industrial Finance 
Corporation of India (IFCl) entered this 
field in December 1956. The Life Insu¬ 
rance Corporation of India (LlC) started 
underwriting of capital issues in 1959. 
Then followed the setting up of the Unit 
Trust of India (UTi) and Industrial Deve¬ 
lopment Bank of India (LDBI) in 1964. 
As IDBI started functioning, it became 
possible for all the financial institutions 
to provide coordinated approach to 
underwriting. The latest to join the league 
of the financial institutions is the General 
Insurance Corporation of India (OIC) 

the big six 

These six institutions today constitute 
the backbone of the capital issues under¬ 
writing in the country and are able, by 
themselves, to lake care of most of the 
capital issues. Nowadays it is only in 
the case of very large issues like fertiliser, 
paper, cement etc. projects, that other 
agencies like commercial banks etc. are 
invited to participate in the underwriting 
of capital issues. Over the years, the 
financial institutions have rendered great 
service to the Indian industry through 
their role as underwriters. Without their 
active support, the industrial progress that 
we see today, the broadening of the 
entrepreneurial class, the regional dis¬ 
persal of industry and the wider share 
ownership would hardly have become 
possible. 

The Lie has played a significant role in 
the field of underwriting and as a matter 
of fact it has been the single largest under¬ 
writer of new issues in the countiy for 
many years. Although of late it had to 
surrender this pride of place, it is well to 
remember that LIC as an underwriter is 


significantly diflerent from the other under¬ 
writers in the field. Unlike is the case 
with some of the other institutions, the 
underwriting by LIC is merely an exten¬ 
sion of its investment operations and not 
a business in itself. It is, therefore, that 
when the LIC underwrites any particular 
issue, it also applies for the same to the 
full extent of its underwriting along with 
the public. This is somewhat different 
from the procedure followed by the other 
underwriters who usually only take up 
their liabilities when the subscription list 
is closed. 

LIC'8 role 

For a proper understanding of the 
Lie’s role in this field it would help to 
take into account the nature of Lie’s 
Binds and the statutory constraints within 
which it has to operate. Life insurance 
business was nationalised in 1956 and 
placed under the nation’s trust. The main 
objectives of nationalisation were the 
spread of insurance to the neglected areas 
and also the utilisation of the savings of 
the peojile in such activities as would 
ensure not only a maximum return to the 
policyholders consistent with safety of 
capital but also the welfare of the nation 
as a whole. 

The corporation’s funds represent the 
savings of its policyholders. Quite appro¬ 
priately, therefore, such funds should be 
looked upon as trust funds and should 
be invested and administered in the best 
interest of the policyholders. Section 6(1) 
of the LIC Act enjoins on it the duty of 
carrying on its business to the best advant¬ 
age of the community. The implication is 
that the corporation, as the single largest 
investor in India, has to keep before it 
the interests of the community as a whole. 
It has, therefore, to invest in ventures 
which further the social advancement of 
the country. Its funds are drawn from 
all over India and as far as practical 
considerations allow, have to be invested 
for the good of the entire country. 

The corporation is required to invest 
its funds within the frameworks of Section 
27A of the Insurance Act. This section 
defines, in fairly precise terms, the ambit 
within which the LIC can operate in the 
matter of investments. As now applicable, 
the said section provides that the follow¬ 


ing pattern of investment should be fol¬ 
lowed by the corporation in respect of its 
annual accretions to the Controlled Fund: 

%agc of 
accretion to 
the Controlled 
Fund 

A. Socially Oriented 

(i) In government of India 

marketable securities be¬ 
ing not less than 25 

(ii) In government of India 
and state government 
securities including gov¬ 
ernment guaranteed mar¬ 
ketable securities includ¬ 
ing (i) above being not 

less than SO 

(iii) In socially oriented sec¬ 
tor including public sec¬ 
tor, cooperative sector, 
house building by policy¬ 
holders, OYH schemes 
including (ii) above being 

not less than 75 

It will thus be seen that about 25 per 
cent of the Controlled Fund is available 
for other investments. Out of this, 
allowing for utilisation of funds for pur¬ 
poses which do not strictly come within 
the ambit of investments, about 10 per 
cent to 12 per cent of the Fund is avail¬ 
able for investment in the private cor¬ 
porate sector. Even here, the LIC i» re¬ 
quired to invest its funds predominantly 
in the well established joint stock com¬ 
panies working for some years and pay¬ 
ing interest or dividend regularly during 
the period. It will be seen that the main 
emphasis of the section is on the safety of 
the capital invested, ensuring at the same 
time, a dependable return. 

The section also enjoins on the cor¬ 
poration to play a more dynamic role in 
the nation-building activity. 

LIC started underwriting practically 
from its inception and over the years, its 
volume of investments as a result of 
underwriting has considerably increased. 
It had held the position of the largest 
single underwriter in the countr>for many 
years and even today it remains one of 
the largest underwriters in the country. 

Investments in new capital issues and 
particularly in initial issues of new com- 
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panics carry sxi inherent risk of not yield¬ 
ing any return for a number of years and, 
in fact, such investments have a tendency 
to depreciate in value. But the approach 
of the corporation to underwriting is, as 
mentioned above, that of an investor and 
not one of a catalytic agent to generate 
public subscriptions. It is said that the 
new issue market is a pasture for the stags 
who apply for shares in new issue in the 
expectation that they will be able to 
obtain a proOt on the transaction as soon 
as the shares are quoted on the stock 
exchange. This is not, however, the 
attitude of the LIC which is a genuine 
investor. It does not indulge in specula¬ 
tion nor does it take advantage of tem¬ 
porary fluctuations in the market prices. 
It invests on a longterm basis. 

inherent risk 

Because of the inherent risk in new 
issues, the LIC has set up a welNknit 
department to appraise all industrial pro- 
jects and advise the management on the 
investment merits of underwriting pro¬ 
posals. There is also a regular exchange 
of views at all levels with the other all- 
India financial institutions engaged in 
similar activity. While taking Interest in 
new companies or in new projects of 
existing companies,. the paramount con¬ 
sideration of the corporation has always 
been the interest of its policyholders, and 
only such projects or investments are 
selected and recommended for under¬ 
writing as, on a close scrutiny, appear to 
have the least element of risk and give 
promise of a fair return on the investment 
after the initial gestation period is ever. 

Any investment in industrial securities 
implies present commitment of funds in 
the expectation of future gains. As future 
gains are generally uncertain it is not 
possible entirely to eliminate the clement 
of risk from investment whether the in¬ 
vestment is in debentures, preference 
shares or equity share.s. These different 
types of investments carry different degrees 
of risks and skill in portfolio manage¬ 
ment lies, not only in selecting those parti¬ 
cular investments within each class as 
carry the minimum risk both as regards 
the return and the repayment of capital 
but also in maximising the overall yield 
on the portfolio, given the level of risk 
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that can betaken. It would, therefore, not 
be correct Ip lay that only new issues of 
capital that are available for underwrit-. 
ing are imbued with the risk factor; this is 
true also of the shares and debentures of 
existing companies quoted on the stock 
exchanges. If one scans the stock ex¬ 
changes" list one will come across a galaxy 
of shares quoted today at a substantial 
discount in the market, whereas a few 
years back, the same shares were reckon¬ 
ed as blue chips commanding handsome 
premium. 

As funds have to remain without a 
return initially during the gestation period 
public support to new issues has always 
been selective. The investors consider the 
standing of the promoters, the quality of 
management, and the project profitability 
etc. before they proceed to subscribe. 
One has to be convinced before making a 
decision that the project in which he is 
planning to invest is an economically 
and financially sound proposition and 
also a technically feasible one and he has 
furthermore to be satisfied with the man¬ 
agement as well as organisational com¬ 
petence. 

constant review 

An institutional investor carries out 
constant review of investments and main¬ 
tains a checklist for different industries 
on items like acceptable quantum of de¬ 
mand to be fulfilled, proportion of loan 
and equity, ratio of working capital to 
sales/fixed capital, rates of capacity utili¬ 
sation over the life of the project, pay 
back period, rates of internal return etc, 
The institutions examine a proposal in 
depth from all angles and note the defici¬ 
encies and gaps observed in the project 
reports. They also take into account the 
measures taken for removing the deficien¬ 
cies noted in the proposal. The approach 
of an investor is primarily conditioned by 
the profit potential of the project. Its main 
consideration for supporting any project 
is whether the project to be financed 
would yield sufficient profit to adequately 
service the Joans raised and also a reason¬ 
able and steady dividend on the share 
capital. 

Even though project reports containing 
fairly detailed information are received, 
still the appraisal department makes a 
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review of its own and obtains all relevant 
information^ and data from various sources 
including public documents books, maga¬ 
zine articles, other special sources etc, A 
fair estimate is made of the installed 
capacity obtaining in an industry and of 
the present and future demand for the 
product. Capital structure of a company 
divided into loan, equity and preference 
shares is examined as to whether the 
debt-equity ratio is such as to service the 
loan. Profitability differs from company 
to company even though in the same 
industry. It is not too diflScuIt to make 
an assessment of the working of the 
existing companies and forecast the future 
working. However, great care has to be 
exercised about companies entering for 
the first time in business. 

The factors which the LIC takes into 
consideration while evaluating an under¬ 
writing proposal are, as is seen, diverse. 
In brief, however, they can be summarised 
as management competence, technical 
feasibility of the project, economic viabi¬ 
lity and the profitability of the project. 

For the success of any project, the 
quality of its management is of particular 
importance. It is well said that even a 
good project will flounder in the hands of 
a bad management and that a good 
management can make a success of a bad 
project. The corporation makes as 
thorough an investigation as possible 
regarding the background of the promo¬ 
ters, their experience, their qualification 
etc. 

financial stake 

It is not just adequate that the promo¬ 
ters have the necessary managerial know¬ 
how. They should also have a satisfactory 
financial stake in the concern they manage. 
How much such stake should be, is a 
matter for one's judgement. But as far 
as the financial institutions are concerned 
they have prescribed a stake of 15 to 20 
per cent of the total project cost including 
margin for working capital. Wherever 
this is within the 40 per cent of the equity 
capital, as laid down by the Controller of 
Capital Issues, such stake can all be in 
the c quity shares. The balance should be 
either in the form of preference shares 
and/or unsecured loans. 

The project should also meet thetechni- 
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cal tests. Where any foreign know-how 
is retired, the corporation sees to it that 
the know-how is in use in other pans of 
the world and that it has become a suc¬ 
cess. It would not like to invest in 
ventures which are being used as guinea 
pigs to try out a new development or pro¬ 
cess. It also closely examines the reliabi¬ 
lity of the collaborators to the extent 
possible. 

A detailed study is also made to ascer¬ 
tain that the location selected holds out 
all the advantages necessary. Similarly 
the corporation also verifies as regards 
the availability of the raw materials, 
supply of power, supply of water and of 
the transport facilities necessary to move 
in the raw materials etc. and move out 
the finished products. Wherever necessary, 
detailed discussions are held with govern¬ 
ment authorities to satisfy that they would 
be in a position to meet adequately the 
requirements of power, water and trans¬ 
port for the project. 

economic aspects 

The economic aspect of an appraisal 
has reference to the earning capacity of 
the project and, since earnings depend 
upon the volume of sales, it is necessary 
to determine how much of the output of 
the new unit, or the additional production 
from an established unit in the market, is 
likely to be absorbed at given prices. To 
determine this, the corporation carefully 
considers the current situation, taking ac¬ 
count of the total output of the product 
concerned and the existing demand for it, 
with a view' to establishing whether there 
is an unsatisfied demand for the product. 
It has also to take a view as to how the 
demand-supply balance will behave during 
the years to come over the life of the pro¬ 
ject. For this purpose, all available data 
as regards the estimates of future demand, 
the licences issued, the licences that are 
likely to be implemented etc. aie 
scrutinised. 

Whenever it is felt necessary, the 
promoters are prevailed upon to obtain a 
market survey report from well-known 
agencies in the field. A thorough market 
analysis is an essential part of any full 
appraisal. It is necessary to obtain details, 
as far as possible, of the other units in 
the industry and of the likely entrants in 


regard to capacity, production, age of the 
plant, technology adopted, profitability, 
scope of expansion etc. The purpose is 
to determine whether and to what extent, 
the project being appraised would have 
cost advantages or disadvantages compar¬ 
ed to the existing and potential competi¬ 
tors. 

Then proceeds the financial appraisal of 
the project. This appraisal is by and 
large designed to seek answers to the 
following: 

—Whether the estimates of the cost of 
the project fully cover all items of expen¬ 
diture and are realistic; 

—Whether the sources of finance con¬ 
templated by the promoters will be adequ¬ 
ate and the financing structure is such as 
all the categories of investment could be 
properly serviced; and 

—What is the likely impact of the pro¬ 
ject on the level of production, sales, net 
earnings, borrowings, cost etc. of the unit. 

In order to establish that the cost esti¬ 
mates arc reasonable, a critical review is 
made by tjomparison to the cost of the 
other similar units and by reference to the 
quotations obtained or orders placed. 
Every item going into the cost estimate is 
thoroughly scrutinised, and especially 
those items which cannot be ascertained 
by reference to quotations etc. On lop 


of this, it is also seen that an adequate 
provision is made for escalation where the 
cost estimates are not firm and also a fur¬ 
ther provision for contingencies to take 
care of the unforesetn expenditure. It 
has, however, been observed of late, in 
most of the projects which are under 
implementation, there is an alarming over¬ 
run in the cost notwithstanding the care 
taken by the financial institutions to provide 
for adequate contingency. Such sort of a 
situation is not unusual in an inflationary 
economy and the institutions are seized 
of the question whether an extra provi¬ 
sion over and above the norms adopted 
for contingency should be made in the 
cost estimate. 

The cost of a project should also include 
the project’s own-fund requirement for 
working capital, comprising the running 
expenses of the project and the margin 
which banks normally require for grant¬ 
ing cash credit facilities of working capital 
against hypothecation of the current 
assets. For ascertaining the said require¬ 
ment, it is essential to find out how much 
of the raw materials, stores etc., the unit 
will have to stock, depending upon its 
production cycle, the type of raw materials 
needed, their availability etc, and also how 
much of the goods produced will remain 
in stock. 

After a reasonable cost estimate is 
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From providing the houMwife with hor dolfif 
requiremontt. to tupplying the vital inputs 
for major induatriea and power plants^ 
India'a mining Industry it basic to all our 
growth programmes. 

Thrta major areas of mining are Coal. Zina 
and Copper—all invaluable to induetrial 
progreaa. 

India’s production of Coal haa shown an 
appreciable increase over the last 25 years. 
From 32 million tonnes in 1950, Coal 
production touched 100 million tonnes 
in 1975-77. 

There are two major Zinc smelters in India-* 
together constituting an installed capacity 
of 38.000 tonnes. Future expansion plans 
and the addition of another smelter will 
increase the total capacity to 95,000 tonnes. 
Over 2.45 million tonnes of Copper ore was 
mined in India in 1976-77, and with the 
discovery of further Copper ore deposits. Hi 
mining is expected to go up considerably. 
BHEL-*a doop involveWient in mining 
BHEL has the industry—the diligence and 
application—needed to serve a variety of 
industries. Qualities that at a making BHEL 
increasingly popular with v'tal industries. 

Like mining. 

For the mining industry, BHEL suupNas 
a variety of aophisticated equipment for 
haulage—of men and materials. Apart from 
motors for winders and pumps. BHEL also 
has within its scope, switchgear, contiolgear* 
capacitors and transformers of different 
capacities for a range of applications. 

Yea, be it power or industry, BHEL is 
committed tp growth. The growth of 
the nation. 
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reacKed, it is necessary to deteimjae the 
best manner in which it has to be financ¬ 
ed. This is done in consultation with the 
promoters and the other financial institu¬ 
tions. It is in the interest of the equity 
shareholders that the overall cost of capi¬ 
tal which finances a project is kept as low 
as possible. The cheapest mode of financ¬ 
ing is debt capital and the equity share¬ 
holders would normally prefer that in the 
financing structure the equity is kept to 
the very minimum. But the institutions 
have to take a balanced view depending 
upon the type and the nature of the 
industry, inasmuch as any increase in the 
debt capital beyond certain limit tends to 
increase the risk of the business. In th^ 
UK the debt-equity ratio is generally 
40:60, but such a ratio in our country, 
where risk capital is generally siill very 
shy, may not hold good. The institutions, 
therefore, normally allow a debt-equity 
ratio of 66:34 in the case of capital inten¬ 
sive industries, but for other industries 
it varies between 60:40 to 63:37. 

There is similarly a relationship bet¬ 
ween the equity capital and the preference 
capital. A large proportion of preference 
in relation to equity is not conducive to 
prudent financing, and care is taken that 
the preference capital does not exceed 
one-third of the equity. 

project appraisal 

This now leads us to the most impor¬ 
tant aspect of project appraisal viz, the 
profitability of th? project, which in the 
final analysis, is the sine qua non of any 
enterprise. For any assessment of the 
earning capacity, it is necessary to ensure 
that the products manufactured will be 
in demand and that the concern is in a 
position to manufacture them at costs and 
sell them at pi ices which will allow ade¬ 
quate profiit margin even in a competi¬ 
tive market. 

To arrive at a fair and reasonable esti¬ 
mate of the profitability, it is necessary to 
take a view of the capacity build up that 
the plant can reach and, depending on the 
same and also on the estimated demand 
for the products during each of the years, 
the actual output has to be worked out. 
It is also essential to see at what prices 
the producer can sell his product in the 
market and for this a study has to be 


made as regards the price trends of the 
particular commodity, prevailing prices, 
the possibility of any price control etc. 
As for the cost of manufacture, the actual 
inputs of raw materials, power, labour 
etc, as also the prices at which they will 
be available have to be established as also 
the overheads. A number of variable 
factors enter into the cost of production, 
pointing to the need for preparing also 
sensitivity estimates. The estimate of 
earnings has to be made upto the time 
the unit is expected to establish itself in 
the market and reach a satisfactory level 
of production. 

cashflow chart 

It is not enough that the estimate shows 
a profit; this should be available in the 
form of cash and in light time to meet the 
requirements of the project. It is also 
necessary to see that the financial planning 
for meeting the cost of the project to be 
established is properly made and that the 
implementation of the project would not 
suffer froin non-availability of funds at the 
proper time. It, therefore, becomes neces¬ 
sary to draw up a cashflow chart of the 
project, which also helps to establish the 
gestation period, the time it will take to 
pay a dividend and the span of years over 
which the debt financing could be return¬ 
ed. 

The cashflow also facilitates the pre- 
paration of the proforma balance sheet 
which would reflect. what the financial 
standing of the enterprise would be at any 
point of time. 

Ratio studies are regarded as an es¬ 
sential part of any financial appraisal. 
They indicate the interelutionship between 
financial Tacts. Some of the basic ratios 
employed in the financial appraisal are 
given below; 

(i) Debt-equity ratio (explained above); 

(ii) Current ratio—i.e. ratio of current 
assets to current liabilities. Its purpose 
is to indicate whether the concern can pay 
off the current liabilities as they mature. 
A current ratio of 2:1 is considered satis¬ 
factory but a lower ratio of 1.5:1 may be 
acceptable. 

(iii) Ratio of profit to sales; 

(iv) Ratio of sales to total assets; 

(v) Net profit to net worth; 


(vi) Net profit to equity; and 

(vii) Debt coverage ratio. 

The Lie, as mentioned, has been one 
of the foremost underwriters of new capi¬ 
tal issues in the country. The other all- 
India institutions in the field are IDCI, 
IFCI, ICICI, QIC and UTI. The magni¬ 
tude of LlC*s underwriting duringthe past 
can be seen from the following figures; 

(Figures in lakhs of rupees] 


Year 

Deben¬ 

tures 

Pre- 

ference 

Equity 

1958 

115.00 

20.00 

3.0C 

1961 

27000 

91.49 

116.50 

1964-65 

695.00 

206 00 

187.00 

1968-69 

1,025 00 

109 00 

107.00 

1972-73 

67.00 

210 50 

103.13 

1973-74 

290 50 

124.03 

85.00 

1974-75 

— 

135.00 

189.00 

1975-76 

25.00 

187.00 

215.0C 

1976-77 

95.00 

80.00 

264.0C 


These figures indicate that there has 
been a d:c]ine in the underwriting oi 
debenture issues during the last few years, 
This is primarily because there were not 
many debenture issues seeking LIC’s 
underwriting support. The setback in netA 
debenture issues was, however, more thar 
made good by direct term borrowings b) 
companies. It is well known that, besides 
underwritings, LIC also grants direct tern 
loans for industrial purposes and iti 
effort in that direction can be judged from 
the fact that during 1975-76 it sanctionec 
term loans of the order of Rs 2,241 lakhs 
to companies and that the figure for the 
subsequent year viz, 1976-77 was Rs 3,45J 
lakhs. 

It is not that all the issues which the 
corporation has underwritten after a care¬ 
ful appraisal have proved a financial 
success. It is still nursing in its portfolio 
quite a few shares which are not givini 
any return on the investment. This i< 
inevitable in a large and growing port¬ 
folio and, however, careful and thorougt 
the appraisal be, it cannot totally etimi 
nate the risk which a business involves, 
But by and large the appraisal which if 
makes has helped the corporation acquire 
shares which have shown prospects, and 
its overall experience so far has beer 
satisfactory. 


BAlTBW eCONOMlffr 


429 


MARCH 10. 1978 



Britain will soon be among 

Frank Frazar top ten oil producers 


Discovery of oil In the North Sea Is at present contributing to almost 
* half of the requirements of Britain, According to the author, who Is the 
Energy correspondent of The Scotsman, Edinburgh, Scotland, the 
total production by 1980 Is expected to be over 90 million tons, making 
Britain one of the top ten oil producers. 


The DRAMATIC improvement in Britain's 
economic performance during the past 
year has been helped to a substantial 
extent by the build up in production of 
North Sea oil. 

Output from the eight offshore fields 
now operating is contributing almost half 
of the country’s oil needs. Total produc¬ 
tion is expected to more than double to 
over 90 million tons a year by 1980, 
making the country self-sufficient in its 
principal form of energy as well as being 
one of the world’s top ten oil producing 
states. 

This will have been achieved within a 


terms of both the supplies of oil that are 
being developed and the benefits which 
are accruing to Britain and the companies 
that have participated in the offshore oil 
search. 

The drive to get North Sea oil ashore 
was intensified by the four-and five-fold 
increase in world oil prices shortly after it 
became apparent that the area contained 
one of the world’s largest untapped off¬ 
shore oil provinces. And initial experience 
has shown that many of the fields are 
capable of yielding more oil than originally 
estimated. 

The large Forties field, the first big find 
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decade of the first traces of oil in commer¬ 
cial quantities being found beneath the 
stormy northern waters which oilmen 
readily acknowledge have presented them 
with one of the toughest and most 
challenging environments in which they 
have had to work. 

They have had to design, build and 
install production platforms which can 
withstand waves up to 30 metre high and 
winds gusting to more than 160 km/h. 
They have had to work in water depths 
down to 300 metre as the search for more 
oil is ^tended to the outer limits of 
Britam's continental shelf. 

But their efforts have been successful, in 


to be put on stream, was scheduled at the 
outset to produce a peak flow of 400,000 
barrels a day. But within two years of 
starting up it has already exceeded that 
level and the operators put the peak flow 
at 500,000 barrels. 

Similarly, the peak output from the 
Piper oilfield has been upgraded from 
fewer than 250,OQO barrels a day to an 
expected 300,000 as a result of a produc¬ 
tion performace that has exceeded what 
was originally forecast. 

Exploiting the North Sea’s oil reserves 
has called for capital investment on a 
scale rarely experienced before. During 
1977 alone exploration and oilfield deve¬ 


lopment activities in the British offshore 
zone are expected to cost £2,500 million. 

Over the next three years a further 
£8,000 million is likely to be spent and 
British government officials estimate that 
the grand total of expenditure between 
1972 and 1985 will be in the region of 
£25,000 million. 

remarkable effort 

The technological effort needed to deve¬ 
lop the oil reserves has been even more 
remarkable. Because the North Sea is an 
important fishing area, high priority has 
been given to exploiting the oil in such a 
way as to minimise the danger of oil spills 
as well as protecting the lives of men 
stationed on the production platforms. 

This has demanded highly sophisticated 
technology geared to a standard of reliabi¬ 
lity similar to that of a space programme. 
Indeed, it is notable that technology had 
got men to the moon several years ahead 
of the first oilfield in the northern North 
Sea being put on stream. 

Because Britain had no big oilfields 
before the North Sea discoveries some of 
the early technological expertise and equip, 
ment had to be imported from other oil 
provinces. But within a few years the 
country has developed a thriving offshore 
oil support industry now employing well 
over 100,000 people and supplying about 
two-thirds of its needs. 

With much of the activity pushing 
technology to new limits, the British oil 
industry has been able to win a place in 
the forefront of today’s offshore engineer¬ 
ing technology and this is beginning to 
pay dividends as other countries with off¬ 
shore oil and gas potential look to Britain 
for the transfer of technology. 

The North Sea, because of its challeng¬ 
ing environment, is likely to become an 
established test bed for many of the newer 
techniques which will help to make off¬ 
shore oil exploitation a more reliable and 
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less expensive operation for Britain and 
many other countries. . 

In particular the next two or three 
years will probably sec new types of pro¬ 
duction structures being developed to 
replace the large and costly platform fixed 
to the seabed which have been used to 
develop oilfields in the past. 

A particularly promising development 
has been the tension legged platform 
which fioats in tne sea and is held on loca¬ 
tion by a permanent anchoring system. 
One of its advantages, apart from being 
less expensive to build and quicker to 
install, will lie in the ability to move the 
platform and its equipment to another site 
once an oilfield is exhausted. 

Further big developments can be expect¬ 


ed in underwater engineering as a result 
of the tendency for oilfield planners to 
make increasing use of equipment installed 
on the seabed. Already a number of 
North Sea oilfields are operating with 
subsea wellhead assemblies which can 
extend the area of a field drained through 
a single platform system. 

Several British firms have been actively 
involved in research which is expected 
ultimately to lead to entire oilfield pro¬ 
duction systems being installed beneath 
the surface and serviced by engineers 
descending in special craft to watertight 
chambers where they can work in **shirt- 
sleeve*' conditions. 

Government support is also being given 


to studies which could result in electricity 
being generated offshore, using small 
pockets of gas that have been found at 
some northern locations. If a system of 
floating power plant can be devised it 
could provide a more economic means of 
exploiting the gas than having to pipe it 
ashore. 

There are, however, plans taking shape 
for a big network of pipelines which will 
gather gas found in larger accumulations, 
often in association with oil, at many 
North Sea locations. This gas, as well as 
contributing to Britain's fuel and power 
needs, could provide a valuable source of 
feedstock for the further expansion of 
petrochemicals. 


Market for foreign 

automobiles in Japan 


Foreign automobiles have had only limited success in Japan. This Is 
because, until recently, there was no success to be had. Now there Is. 
Due to several new developments, Imports should be able to gain 
a growing share of the Japanese auto market. 

As In any major new effort, success for Imported cars In Japan Is 
neither assured nor easy. Vigorous market development, a rethinking of 
marketing strategies and sound organisation are required. The 
opportunities exist, however, and that Is what free trade Is all about. 


Only since the late 1960’s has the 
Japtmese consumer been able to afford an 
automobile. And, until now, few con¬ 
sumers have been able to even consider 
buying an imported car. Imported cars 
have been regarded as luxuries; company 
presidents and celebrities have been the 
only customers who could pay prices well 
beyond those of domestic-made cars for 
one of these status symbols. 

Not surprisingly, sales of imported 
autos have been low in Japan. The best 
year so far has been 1975, with sales of 
43,090 passenger cars. Sales of 41,218 
and 41,565 were registered for 1976 and 
1977 respectively. Thus, imports have 
accounted for only around one per cent of 
the Japanese automobile market. Recently, 
these statistics, together with the fact 
that Japan is a major automobile exporter, 


have been the cause of occasional foreign 
criticism of Japan's automobile trade. 

Japan’s tarift* on automobiles has been 
only 6.4 per cent, the second lowest of any 
automobile producing country. And, as 
of April 1978, the tariff will be reduced 
to zero. 

But there have been complaints that 
“non-tariff barriers** hinder exports of 
cars to Japan. Specifically, two barriers 
have been mentioned; Japanese auto¬ 
mobile standards and the distribution 
system for imported automobiles. 

Japan has very tough pollution and 
safety standards for automobiles. In a 
country as crowded as Japan, anything 
less is intolerable. These standards, how¬ 
ever, have not discriminated against for¬ 
eign automobiles. The only instances of 
automobile standards not applying equal* 


ly to foreign and domestic-made cars have 
been the several ciises of government dis¬ 
crimination in favour of imports. Most 
notably, foreign automobiles continue to 
enjoy special grace periods for meeting 
various pollution standards. 

The government has also moved to 
simplify and quicken the automobile ins¬ 
pection and type approval systems. 
Japan is sending special inspectors to the 
EEC countries and the United States for 
preliminary inspections. Certain facilities 
overseas have been authorised to conduct 
part of the testing. 

There is very little the government can 
do about the automobile distribution 
system. In fact, the distribution system 
should in no way be thought of as a non- 
tariff barrier; the government has nothing 
to do with it. 

The typical distribution arrangement 
has been for the foreign manufacturer to 
contract with a Japanese importer, often 
on a sole agent basis and for the Importer 
to establish a dealership network. Foi 
most practical purposes, the foreign 
manufacturer’s involvement in the system 
has usually ended with delivery of the 
cars to Japan. 

Since foreign cars have been thought ol 
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as luxuries, the prevailing marketing 
policy has been one of high margins and 
low volume.’* Delivery prices have been 
high, as have distributors’ and dealers’ 
margins. Now that many realise that this 
policy is unwise, the ^‘Japanese distribu¬ 
tion system” and its supposedly inherent 
high margins are being called barriers to 
the market. Such criticism fails to recog¬ 
nise that the ‘‘Japanese distribution sys- 
* tern” is merely the way the private paitics 
involved, both foreign and domestic, have 
decided to conduct their business, pre¬ 
sumably to their best interests. 

super-car boom 

What has made a high margin/low 
volume policy unwise is the growing 
potential for volume sales of imported 
autos in Japan. Japanese incomes are 
rising. The automobile is becoming a nec¬ 
essary part of daily life for many Japanese 
and is an integral part of recreation. 
Japan is reaching the more developed 
stages of matorisation; styling and 
options, as opposed to simple utility, are 
booming more important to the con¬ 
sumer. The current “super-car boom” in 
Japan is the increasing attraction, par¬ 
ticularly among younger people, of 
sports cars. 

Foreign autos, because they are dif¬ 
ferent and because they retain a certain 
amount of “snob appeal’ ’are favoured by 
these trends. Standard, sports and luxury 
car imports all can have a very bright 
future. 

Over two years ago. Mitsui recognised 
this potential. Mitsui approached British 
Leyland on the prospect of a major mar¬ 
keting effort in Japan. The result, re¬ 
ported in last February’s MTN, was the 
establishment of Leyland Japan Limited, 
a joint venture of Briti.sh Leyland and 
Mitsui and Co. Mitsui has a 65 per cent 
share in the company; Leyland has 35 
per cent. The venture represents a clear 
commitment of both Mitsui and Leyland 
to furthering international trade and con¬ 
tributing to a reduction of the Japan-UK 
trade imbalance. 

This approach to the Japanese foreign 
car market is an innovation with two big 
advantages. The foreign manufacturer is 
, directly involved in the marketing effort; 
the organisation functions like a manu¬ 


facturer's bfiiich. Japanese market con¬ 
ditions will i:hus be considered before the 
product re«e^es Japan, something all too 
rarely don^. Second, Mitsui's long ex¬ 
perience in the Japanese market and inter¬ 
national trade provide the organisation 
and expertise needed for success. 

Leyland Japan started marketing last 
December. Pure sports cars, such as the 
Triumph TR7 and the MG, will be em¬ 
phasised at first. Gradually, the Jaguar 
and the new Rover 3500 will become 
major parts of the Leyland Japan line. 

As expected, there have been no tre¬ 
mendous sales results so far. First, Ley- 
land Japan must become firmly estab¬ 
lished and win confidence in the Japanese 
automobile market. Leyland Japan Presi¬ 
dent Hiroshi Toba has found that pollu¬ 
tion and safety standards present no 
major problems for Leyland cars. The 
problem for President Toba, indeed the 
real barrier to entry of foreign autos into 
Japan, is that the Japanese consumer is a 
tough customer. 

The Japanese customer demands high 
quality and good after^servicc. Imported 
autos have sometimes lacked both. The 
little dent or misalignment of the trunk- 
hood which does not really bother the 
customer in Los Angeles or Liverpool is 
enough to turn away the customer in 
Osaka. The Japanese consumer thinks 


that a product is either perfect or it is 
not. If it is ^ot, no sale. 

Leyland Japan is taking firm action to 
satisfy these demands. A predeliveiy 
inspection facility has been constructed 
in Yokohama. Here cars will be prepared 
to meet auto standards and perfected for 
the consumer. Next door will be a com¬ 
puterised parts depot capable of deliver^ 
ing parts to anywhere in Japan within 48 
hours. Leyland Japan has also provided 
service training for the TR7, inviting se¬ 
lected Japanese mechanics to participate 
in a special course held by technicians 
dispatched from British Leyland. Similar 
training courses will be held for the other 
Leyland models. 

Leyland Japan has had a good res¬ 
ponse from both dealers and the public. 
At the Tokyo motor show held last 
November, Leyland cars were extremely 
popular. 

Leyland Japan looks upon the sale of 
a car as the start of a commitment to the 
customer. President Toba is confident 
that with the marketing efforts of all 
concerned and this policy of compre¬ 
hensive after sales service, sales of Ley- 
land cars will expand steadily. 

The Japanese may be tough customers, 
but, when the right approach is used, 
they can be good ones too. 

Courtesy —Mitsui Trade News 
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Mrflr Gandhi's press con- 

fereoce on March 1, on the lawns of her 
party office, was a timely reminder that the 
bad old days are here again. Despite the 
determination of some of the journalists 
present to be aggressive and even overtly 
hostile, the underlying current was one of 
reluctant admiration for a politician 
always accustomed to fight for what she 
wants and now fighting back as only she 
knows how. Mr Morarji Desai also never 
gives up, but he seems to believe somehow 
that God and time are on his side. Mrs 
Gandhi's style is quite different and right 
now she knows that she is racing against 
time and she does not seem to care who 
else knows it too. No wonder her parti¬ 
cular brand of “never say die” is once 
again succeeding in exacting the belief 
that she is something of an elemental force 
in our politics. 

Throughout a slight but steady 
drizzle, she sat in the open answer¬ 
ing questions flung at her in quick 
succession, totally unmindful of the rain 
which was certainly not adding to the 
attractions of a wintry evening. The 
journalists, whatever the personal prc. 
ference of some of them might have been, 
had no alternative to sticking it out too. 
However, impervious though to physical 
discomfort Mrs Gandhi was, she was 
clearly touched to the quick once her 
ego was scratched. For instance, she 
reacted angrily whenever the phrase 
“Congress reunification” was used. 
Whether Mrs Indira Gandhi still believes 
that Indira is India or she does not, she is 
not going to let anyone forget that for 
her and—as it appears-^for lots and lots 
of people, the Congress still is where she 
is. 

Inevitably the trumph of her party 
in the Karnataka and Andhra Pradesh 
assembly elections and the good show- 
ing made by it in Maharashtra provided 


the thrust for many of the questions 
addressed to her. There was great interest, 
for instance, in her plans for utilizing the 
toe-hold her party had gained in national 
politics, especially as Mrs Gandhi had 
declared herself to be the only national 
opposition to the Janata party or its 
government at the centre. Mrs Gandhi 
went on reiterating her earlier declaration 
that she had no plans for getting elected 
to parliament as she felt that she would 
be more useful to the people by remaining, 
as she put it, with them. She however 
hinted that she was confident of winning a 
by-election to the Lok Sabha, even from 
one of the north Indian states, if she 
thought it worth her while to enter the 
contest. Thus, as of the moment, at any 
rate, she seems to favour, both as tactics 
and strategy, the role of a political wind 
that may blow where it pleases so long as 
it scatters or sweeps away the power of the 
persons who have dared to challenge her 
primacy in the Congress in the name of 
collective leadership or inner party demo¬ 
cracy. 

Although the Reddy 

Congress is supposed to be battling for 
the principle of collective leadership, Mr 
Y.B. Chavan and the rest have been only 
too willing to let Mr Brahmananda Reddy 
take the rap for the poor showing of the 
party in Karnataka and Andhra Pradesh. 
In contrast, the Janata party, which has 
certainly not given much evidence of col¬ 
lective leadership or collective responsibi¬ 
lity in its normal functioning, has quickly 
stifled talk in its midst that Mr Chandra 
Shekhar should pay for its discomfiture 
in the assembly elections by resigning his 
party presidentship on the analogy of Mr 
Brahmananda Reddy’s act of atonement. 

Quite a number of leading Janata politi¬ 
cians has been heard saying that the party 
president should not be blamed for what 
was truly a failure of the party as a whole 
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to sell its image in the south. This may not 
be because these people love the Janata 
party less and its president more. 1 he truth 
is that once Janata politicians start shar¬ 
pening their knives, massacre is bound to 
b: done and there is no telling ho\v many 
heads will roil or whose. The Janata 
parly is now being described as a conglo- 
merate even by those Janata men who last 
year took umbrage at Mrs Gandhi des¬ 
cribing their party as kichiri. Actually, 
the Janata party is neither kichiri nor a 
conglomerate; it is more of a mess. 
Kichiri, let us bear in mind, is a well- 
cooked dish and a conglomerate a beauti¬ 
fully orchestrated organism. 

It must be conceded. 

however, that Mr Swaran Singh's smooth 
reappearance as the president of what must 
now be called the Swaran Singh Congress 
is no proof that this party is an ideal of 
domestic harmony. The job went to him 
simply because nobody including himself, 
really wanted to have anything to do with 
it. Mr Chavan’s current preoccupation 
must be different; he should be wondering 
how long he might continue to enjoy the 
perquisites of the leader of the official 
opposition in the Lok Sabha. Mr K.C. 
Pant and Mr Karan Singh, the young 
hopefuls of their party, are probably at 
their wit’s end now, trying to figure out 
where or in whom exactly they should 
place their hopes. 

Meanwhile* on Mr 

Vasantrao Patil, who is heading the Con¬ 
gress coalition ministry in Bombay, 
depends how long the Indira Congress 
could be delayed in its efforts to liquidate 
the Swaran Singh Congress. Mr N.K. 
Tirpude, deputy chief minister, with 
whom Mr Patil has to share the power 
and the glory in the new government, ap¬ 
pears to be a hard nut to crack. He seems 
to have received a clear directive from 
Mrs Gandhi to use the opportunities of 
the coalition government to strengthen her 
Congress at the cost of the other Congress. 
Mr Patil has always to be fighting this en¬ 
croachment if his party is to survive in the 
politics of the country. The only thing in 
his favour is that, like most seasoned poli¬ 
ticians, Mr Patil 
is no innocent 
when it comes to 
in-fighting. 
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Interest Retes 
Changed J 

The rationale underlying the 
changes in interest rates an¬ 
nounced on February 28, 1978, 
was explained by the gover¬ 
nor, -Dr I.G. Patel, at a meet¬ 
ing he had with the chief exe¬ 
cutives of major commercial 
banks in Bombay recently. After 
some discussion the governor 
indicated that he expected the 
banks to reduce the lending rates 
broadly in the following ranges; 
(a) For banks with deposit liabi¬ 
lities in excess of Rs 25 crores, 
all rates of 16} per cent and 
above to be brought down to 

15 per cent. For banks with 
deposit liabilities less than 
Rs 25 crores, similar adjust¬ 
ment of the higher rates to 

16 per cent; (b) For exist¬ 
ing rates between 13} and 
15 per cent, reduction should 
work out on an average to 
one percent, with reductions 
in the upper ranges being 
more than the average; (c) 
Existing rates of Interest over 
12} per cent and upto 13} per 
cent should be brought down 
close to 12} per cent; and if 
reductions implying going to 
rates marginally below 12} 
percent (i.e. minimum lend¬ 
ing rate), banks may do so 
and inform the Reserve Bank 
accordingly. 

(d) For the existing rates of 
12} per cent and below, some 
reduction should be effected, 
(e) The existing rates charged 
under the Differential Rates of 
Interest Scheme remain un¬ 
changed ; (f) The concessional 
term lending rates for small- 
scale industry, agriculture, etc., 


and for crop loans below 
Rs 2,500 announced onDecem- 
ber 12, 1977 will remain un¬ 
changed; (g) The minimum 
lending rates of 14 to 15 per 
cent in respect of advances 
against commodities subject 
to selective credit control 
remain the same as at present; 
such advances are also sub¬ 
ject to the new ceiling rates. 

Pre-shipment Credit 

The rates oi pre-shipment 
credit should be reduced by } 
per cent, i.e. from 11} and 13} 
per cent to 11 and 13 per cent 
respectively and the rate on 
post-shipment credit, from 11} 
percent to 11 per cent. The rates 
on deferred payment exports 
continue unchanged at eight 
per cent. The rate of interest 
on food credit is reduced from 
12 per cent to 11 per cent. As 
regards the rates on the re¬ 
finance facilities by the Reserve 
Bank, the food refinance rate 
has bMn reduced from 10 to 
nine per cent. The export re¬ 
finance rate is also reduced 
from 10} per cent to 10 per 
cent. 

As regards deposit rates, 
the governor informed the 
bankers that the revised rates of 
interest will be applicable with 
effect from March 1, 1978, 
in respect of savings and fixed 
deposits accepted/renewed as 
from that date, as well as in 
respect of recurring deposits, 
cumulative deposits, etc. Term 
deposits made prior to March 
1, 1978, he said, should conti¬ 
nue to earn interest at the 
contracted rate for the remain¬ 
ing part of the maturity 


period. The Reserve Bank, 
in consultation with the Indian 
Banks' Association, has de¬ 
cided that, in resp^ of sav- 
ings. deposit, accounts, the 
cheque facilities should be 
limited to SO per half year. 

Exchange for Business 
Travel 

The Reserve Bank has decid¬ 
ed to increase the release of 
foreign exchange for business 
travel abroad from US ISO 
to 185 (base rate) per day to 
senior businessmen and from 
US 160 to US 165 (base rate) 
per day to junior business¬ 
men. Simultaneously, the addi¬ 
tional special allowance admis¬ 
sible for certain regions/coun¬ 
tries has also been revised. The 
new all-inclusive scales for 
western hemisphere and cer¬ 
tain countries in middle east 
for senior businessmen has been 
raised from US 196 to US 1100 
per day. For junior business, 
men it has been raised from US 
$72 to $75 per day. For United 
Kingdom, Europe, Iran and 
Japan, the rates for senior busi- 
nessmen it has been raised from 
US 188 to 195 per day. For 
junior businessmen it has been 
raised from US 166 to 170 per 
day. Bahrain has now been in- 
eluded in the former group and 
Libya in the latter. 

The Reserve Bank has also 
decided to release exchange for 
visits to Saudi Abrabia and 
Nigeria (where the cost of living 
is exceptionally high and short¬ 
age of accommodation is very 
acute) at a special rate of 
US 1120 per day to senior 
businessmen and US 190 per 
day to junior businessmen. 

Exchange release for en- 
terainment purposes has been 
raised from US 1300 to US 
$500 for senior businessmen 
and from US $150 to US $250 
to junior businessmen. Ex. 
change up to US $250 for the 
same purpose will also be 


available to travelling salesmen 
proceeding abroad for export 
promotion. The revised per 
diem scales for business visits 
and the quantum of exchange 
release for entertainment ex¬ 
penses will be made available 
to blanket permit holders 
under the Reserve Bank’s 
scheme, as well as export 
houses holding blanket per¬ 
mits under the ITC scheme. 

State Budgets 

Haryana 

Haryana Finance minister 
presented on March 3,1978, a 
a Rs 28.64 crore deficit budget 
for 1978-79. He has imposed 
fresh taxes to net in Rs 5,02 
crores but has allowed con- 
cession which will cost the 
exchequer Rs 1.55 crore. He 
has left an uncovered gap of 
Rs 25.17 crores. The minister 
revealed that he deficit would 
be bridged by substantial 
central assistance. He, how¬ 
ever, did not rule out imposi¬ 
tion of fresh taxes later in the 
year. The estimated total re¬ 
venue receipts at Rs 331.92 
crores and expenditure at 
Rs 278.20 crores leaving a net 
surplus of Rs 53.72 crores. 
Referring to the fiscal measures 
undertaken during the current 
financial year, the minister said 
that the government was likely 
to improve its financial position 
in the revised estimates by a 
margin of Rs 25.01 crores 
despite higher plan expend!- 
ture of Rs 20.84 crores over 
budget estimates. 

The new taxes proposed 
include increase in road tax on 
public carriers including 
motor cycle, scooters, cars and 
jeeps to net in Rs 28 lakhs. 
Rate of passenger tax has been 
increased by 10 per cent to 
yield Rs 1.80 crores during the 
year. Sales tax on foreign 
liquor and Indian made 
foreign h'quor has been in¬ 
creased from 10 to 20 per cent 
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and *8t3r head diity on conn* 
tiy liquor from Rs 8 per jffoof 
litre to Rs 9 per proof litre. 
This measure would fetch 
Rs 1.70crore. 

The Khadi and Village 
Industries Board with a 
turnover of mote than 
Rs 75,000 had been placed 
under the purview of the Sales 
Tax Act with the view to fetch 
in Rs 24 lakh per year. Water 
rate would be increased by 
10 per cent to account for 
additional revenue of Rs 1 
crote to the state exchequer. 
The only concession announc¬ 
ed by the Finance minister was 
a decrease in the rate of sur¬ 
charge on sales tax from 15 
per cent to 5 per cent. This 
will result in a revenue loss of 
Rs 1.55 crore. 

Orissa 

No additional resource 
mobilisation is proposed in the 
1978-79 Orissa budget present¬ 
ed to the state assembly on 
March 3, 1978, although it 
envisaged a deficit of Rs 12 
crores. The state Finance minis¬ 
ter expected to cover the 
deficit by profits of central 
undertakings, expected collec¬ 
tion of Rs 1.50 crores each from 
central government for imple¬ 
mentation of fifth Plan and 
UGS scales of pay for teachers 
of affiliated colleges and im*. 
plementation of centrally 
sponsored schemes and Rs 1 
crores towards cost of power 
supplies from the Balimela 
project. To meet the deficit of 
Rs 34.78 crores, equivalent to 
the opening deficit of the year, 
the state has sought special 
accommodation from the 
central government. 

The budget discloses a re¬ 
venue surplus of about 
Rs 33.49 crores, receipts and 
expenditure being estimated at 
Rs 412.28 crores and Rs 398.79 
crores respectively. The trans- 


acdoas outside revenue aoeount, 
however, disclosed a deficit of 
Rs 39.73 crores, receipts and 
expenditure being estimated 
at Rs 267.60 crores and 
Rs 307.33 crores respectively. 

The capital account disclosed 
a surplus of Rs 14.23 crores, 
receipts and expenditure being 
estimated at Rs 290.69 crores 
and Rs 276.46 crores respective¬ 
ly. With an estimated balanced 
transactions in the contingency 
fund, the net transactions in 
the year is expected to result 
in a deficit of Rs 12 crores. The 
budget which opens with a 
deficit of about Rs 34.78 crores 
is expected to close with a 
deficit of Rs 46.78 crores. 

Hungarian Dalagation 

A Hungarian delegation 
headed by OrZsigmond Bakos, 
Secretary of Stale, ministry 
of Light Industry arrived in 
New Delhi on March 4, 1978 
for a 11 day visit to India in 
order to identify new possi¬ 
bilities of tie up. During his 
stay in Delhi, Dr Zsigmond 
held discussions with Mr 
V. Krishnamurthy, Secretary, 
Department of Heavy Industry 
and Dr S.C. Bhattachaijee, 
Chairman of the State Trading 
Corporation. 

The primary object of the 
visit of this delegation to 
India is to hold talks on long¬ 
term cooperation between 
India and Hungary in the 
field of leather, textile and 
paper industries, with special 
regard to the forthcoming 
meeting of the Indo-Hungarian 
Joint Commission for Scienti¬ 
fic and Technical Cooperation, 
scheduled to be held in Buda¬ 
pest in June this year. 

The two countries have sign¬ 
ed a new long from trade agree¬ 
ment on December 15, 1977, 
valid for three years, when 
Dr Jozscf Biro, the Hungarian 
Foreign Trade minister visited 


India. Under this India and worth about I 5 million from 
Hungary have now switched India during 1977 and consi- 
over from rupee to free cover- derable increase of turnover is 
tible currency in their trade. expected in the current year. 

India has been playing an s m 

important role in Hungary’s ”• tlUCIfOlliCS CO||l. 
foreign trade. Exports to UP Electronics Corporation 
Hungary since 1960 have in- has turned the corner. At the 
creased seven-fold. Indian end of 1976-77 its losses stood 
imports from Hungary have at Rs 12.65 lakhs. Thecor- 
also grown nearly six-fold. In poration, a state government 
the field of light industry undertaking, expects to wipe 
Hungary has purchased goods off a major part of this loss 

Directorate of Purchose and Stores 

Director, Directorate of Purchase and Stores, Department of Atomic 

Eneiiy, Bombay, invites tenders as detailed below : 

1. DPS/BARC/BNG/11063 DUE ON 17.3.7S : High Pressure Hydraulic 
Cylinders as per drawing and Tender Specifications.—1 Set. 

2. DPS/NFC/LAB/147 DUE ON 18.3.78: High purity high density 

alumina bases (slabs) as per the following dimensions: Length : 
26Sd:2.5 mm. Width: 157+. 0.0 Thickness*: 26d;1.0 mm. Qty : 
1000 nos. 2.0 mm. 

* For withstanding a temperature of 1800*C on continuous basis. 
Material of grade of Cumilox 201 HF of M/s. Carborundum Univer¬ 
sal or equivalent. 

3. DPS/BARC/GEN/10442 DUB ON 20.3.78 : Gum boots-2300 Pairs. 

4. DPS/BARC/GEN/10443 DUE ON 21*3.78 ; Raincoats with hoods— 
900 Nos. (Khaki); 1200 Nos. (Black). 

5. DPS/BARC/GEN/10444 DUE on 22.3.78: Tarpaulins—14000Sq. Mts. 

6. DPS/BARC/ENG/11018 DUE ON 17,3.78: Fabrication and supply of 
Eliminator box made of G.l. Sheets as per drawing and tender speci¬ 
fications—36 Nos. 

7. DPS/PPED/ENG/1315 DUE ON 21.3.76: Hard Chrome Plating, 
Baking, Testing, Packing and Despatch of Bearing Sleeve and Journal 
Rings, as per drawing and tender specifications. Qty. 1950 Nos. 

8. DPS/NAPP/PPED/EIE/22 : DUE ON 20.3.78 : Manufacture, inspec¬ 
tion, testing, delivery and guarantee of Indicating Lamp assemblies 
as per purchaser's specification and drawing. Qty : 6930 Nos. 

9. DPS : BARC: R-5 : CAP : 79 DUE ON 16.3.78 ; Plasma arc 
cutting torch; capacity to cut, 30 mm s.s. plates with a TIG welding 
outfit, having current capacity approx. 400 amps, complete with 
power source, plasma cutting torch, TIG welding torch, remote 
control regulator, as per Purchaser's Specification—1 Set. 

10. DPS/NAPP : PPED/PPF/86 DUB ON 27.3.78 : Supply of Seamless 
Butt Weld Ends and Forged Carbon Steel Fittings as per Purchaser's 
tender specification. 


11. DPS/BARC/PPF/3266 DUE ON 29.3.78 : Supply of Bronze/Gun 
Metal Globe and Gale Valves as per Purchasers' tender specifications. 

12. DPS/BARC/ENG/11106 DUE ON 16.3.78 : Fabrication and supply 
of Rigid Straight Copper Tubes, as per drawing and tender specifica¬ 
tions—1000 Nos. 


13. DPS/BARC : R-5/PPF/235 DUE ON 22.3.78: Supply of Stainless 
Steel diaphragm globe valves with spares for heavy water & Helium 
System as per purchaser's tender specifications. 

14. DPS/NAPP; PPED/PPF/87 DUE ON 28.3.78: Supply of Seamless 
Butt Weld ends Carbon Steel Elbows, Tees and Reducers as per pur¬ 
chaser's tender specifications. 

15. DPS/NAPP/PPED/PPF/85 DUE ON 23.3.78 : Supply of Water 
type Butterfly Valves in difieient sizes as per Purchaser's tender 
specifications—76 Nos. 

Tender documents priced Rs. 10/- each for items 1 to 5, Rs. 20/- 
for item 6; Rs. 25/- each for items 7 to 12; Rs. 40/- for item 13. 
Rs. 50/-for item 14, Rs. 75/-for item 15 and General Conditions of 
contracts priced Re. 0—50p can be had from the Finance and Accounts 
Officer, Department of Atomic Energy, Directorate of Purchase and 
Stores, 3rd Floor, Mohatta Building, Palton Road, Bombay-400001 
between 10 a.m. to 1 p.m. on all working days except on Saturdays 
for all items except item 9 for which tender forms available upto 
10.3.78. Import Licence will be provided only if the items are not 
available indigenously for all items except 2,8. Tenders will be 
received upto 3 p.m. on the due dates shown above and will be 
opened at 4 p.m. the same day. The right Is reserved to accept or 
rqiect lowest or any tenders in part or full without assigning any 
_reasons^ davp 645(326i/77. 
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if not the entire amount at the 
end of 1977-78. The produc¬ 
tion of TV sets has picked up 
at its Allahabad factory and 
in addition to the assembling 
of EC TV sets, UPEC has now 
taken up the manufacture of 
UPTRON TV set also. The 
entire profit is being ploughed 
back for expansion and pro¬ 
duct diversification without 
making a draft on the state 
financial resources. UPTRON. 
I product of the corporation's 
own R and D efibrts, is direct¬ 
ly marketed by UPEC itself 
and is priced at Rs 1,600 per 
set. The market response is en¬ 
couraging. The corporation has 
taken up another solid state 20 
inch TV set in* lower price range. 
The corporation feels that the 
design will be a breakthrough 
in the TV technology. The new 
set is expected in the market at 
Kanpur, Lucknow, Delhi and 
Bombay by May, 1978. 

Copper Output and 
Consumption 

The domestic off-take of 
copper has been continuing 
to be at a low ebb mainly due 
to substitution by other mate¬ 
rials, notably aluminium. No 
increased restrictions have been 
imposed by the government 
on consumption of copper. 
The indigenous production of 
copper is now meeting appro¬ 
ximately 42 per cent of domes- 
:ic demend. For wide applica¬ 
tion of copper in the interest 
of appreciable growth of con¬ 
suming industries, certain steps 
have been taken by the govern¬ 


ment. Tlie procedure tor 
obtaining copper by actual 
users has been liberalised and 
adequate availability has been 
ensured. Copper at a reduced 
price is made available to 
manufacturers of electric 
motors, transformers and gene¬ 
rators of certain specifications 
through concessions in the 
excise and import duties. The 
figures of production and im¬ 
port of copper during the last 
five years and during the cur¬ 
rent year are given below: 

Mini-stuel Plants 

The total investment in mini¬ 
steel plants is reported to be 
of the order of Rs 250-Rs 300 
crores. Out of a total of 206 
units licensed, only 124 units 
have so far been set up and 
out of these 124 units, only 93 
units were operating during 
December, 1977. However, 
subsequent steps taken to 
improve the viability of the 
mini-steel plants has helped 
in improving their performance. 
As against 84 units reporting 
production in January, 1977, 
93 units reported production in 
December, 1977. The total pro¬ 
duction in December, 1977 was 
1,00,955 tonnes of ingots against 
the production of 86,934 tonnes 
of ingots in January, 1977. 

Some important steps have 
been taken to rehabilitate the 
mini-steel industry : (i) Excise 
duty on production of ingots/ 
rolled products has been aboli¬ 
shed; (ii) Import duty on 
melting scrap has been aboli¬ 
shed; (in) It has been decided 


to allow import ot two lakh 
tonnes of ferrous melting scrap; 
(iv) Excise duty on certain 
categories of heavy melting 
scrap procured from the inte¬ 
grated steel plants has been 
abolished; (v) Mini-steel plants 
have been allowed to diversify 
into production of certain 
grades of alloy steels. Selective 
mini-steel plants may also be 
permitted to set up rolling 
facilities to improve their 
viability; (vi) Financial assis¬ 
tance may be considered on 
selective basis by the financial 
institutions; (vii) Imports of 
graphite electrodes have been 
allowed to meet the shortages 
of supply from indigenous 
sources; (viii) Supply of power 
is made on continuous and 
consistent basis to the extent 
feasible; and (ix) Government 
have allowed duty drawback 
on export of bars, rods and 
spring steel flats which will 
improve the viability of ex¬ 
ports of these products. 

Advances for Gur and 
Ktiandsari 

The Reserve Bank has re¬ 
duced the minimum margin for 
commercial bank advances 
for gur and khandsari from 
60 per cent to 35 per cent 
for manufacturers and from 
75 per cent to 45 per cent for 
others. The reduction in the 
margin is a sequel to the decline 
in the prices of gur and khand¬ 
sari. The minimum margin for 
advances against warehouse 
receipts has been reduced from 
55 per cent to 30 per cent. 

Lathes for Russia 

The Hindustan Machine 
Tools, Kalamassery, has bag¬ 
ged a huge export order for 
20 drum turret lathes valued 
at about Rs 66 lakhs from the 
Soviet Union. The present 
order for drum turrets is pos¬ 
sibly die biggest Russian order 
so far received by any HMT 
unit. Despatch of these 


maclibes wilt begin from 
Match, 1978. A Russian team 
had earlier visited the factory 
in this connection In July 
1976. Drum turret, a highly 
sophisticated macUne with 
plugboard programming, is 
being manufactured by HMT 
in collaboration with Glide* 
meister of West Germany 
during the last 10 years, is 
now made almost 100 per cent 
indigenous. 

Imports of Essontial 
Commodities 

The government has decided 
to maintain buffer stocks of 12 
million tonnes of foodgrains. 
A decision has also been taken 


The Calcutta Electric 
Supply Corporation 
Limited 

(Incorporated in England) 
NOTICE 

Notice is hereby given that 
the Board of Directors of this 
Company at a meeting held 
on 27th February, 1978, has 
declared payment of an Interim 
Dividend on the Company’s 
Ordinary Stock for the year 
ending 31st March, 1978, at 
the rate of 61% (Gross). Pay¬ 
ment will be made on 8th May, 
1978, after deduction of appro¬ 
priate Indian Income Tax to 
those stockholders whose names 
arc registered in the Company’s 
Stock Register on 28th March, 
1978. 

Applications for transfers 
received in this office upto 
28th March, 1978, will, if 
otherwise satisfactory, be re¬ 
gistered at that date for the 
purpose of participation in the 
above Dividend. The registra¬ 
tion of Transfers of Ordinary 
Stock in the Calcutta Register 
will remain suspended and the 
Register of Ordinary Stock¬ 
holders in Calcutta will remain 
closed during the period from 
29th March to 4th April, 1978, 
both days inclusive. 

By Order of the Board 
(S.K. Niyogi) 

Victoria House, Secretary 
Calcutta-700 001. 

27th February, 1978. 


(Unit : Tonnes) 


Year 

Consumption 

Production 

Import 

1972-73 

57,215 

8,651 

54,456 

1973-74 

59,272 

8,818 

52,622 

1974-75 

37,798 

9,851 

41,766 

1975-76 

47,459 

18,648 

14,810 

1976-77 

54,662 

22,424 

40.617 

1977-78 (E) 

55,000 

23,200 

25,000 


E—Estimated 
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to buftd up a buffer stock 
of fertilizers to the extent 
of 20 per cent of annual 
requirements. The canalising 
agencies, such as the State 
Trading Corporation and the 
Minerals and Metals Trading 
Corporation also try to ensure 
adequate stocks of sensitive 
articles such as edible oils and 
non-ferrous inetals, through 
imports, so as to ensure their 
smooth supplies to domestic 
users. Government has been 
liberally releasing foreign ex¬ 
change for import of articles of 
mass consumption which are 
in short supply in the country 
with a view to ensuring their 
adequate availability. 

Palletisation Plant in 
Bastar 

M/s Metallurgical and 
EnginecringConsultants (India) 
Ltd, were appointed as Con¬ 
sultants for pelletisation pro¬ 
ject in November, 1976. The 
tenders received in October, 
1977 for construction of the 
plant and subsequent clarifica¬ 
tions received in January, 1978, 
are under detailed evaluation 
by the NMDC / MECON. 
Finalisation of the proposal 
to set-up a pelletisation plant 
based on the utilisation of iron 
ore fines from Bailadila in 
district Bastar would, however, 
depend upon a long-term tie- 
up being secured for sale of 
pellets and the availability of 
requisite financial resources 
within the overall priorities. 

Names in the News 

The Board of Directors of 
Glaxo Laboratories (India) 
Limited has announced the 
appointments of Mr N,S.L. 
Narasimhan and Mr H. Dhan- 
rajglr as directors of the com¬ 
pany with effect from March, 
1, 1978. Mr Narasimhan joined 
the company in 1969. His 


academic qualifications and 
business experience cover mate¬ 
rials management, marketing, 



Mr N.S.L. Narasimhan 

accounting, corporate plann¬ 
ing and management services. 
Until the present appointment 
Mr Narasimhan was manager, 
Management Services. 

Mr Dhanrajgir joined Glaxo 
in 1969. In 1970 he was 
special assistant to t|;ie mana¬ 
ging director. His experience 
covers marketing, MBO and 
personnel. His responsibilities 



Supm Thermal Power Stations 

Approval has been accorded to the following thermal power 
stations which are either of large size or capable of expansion 
into large size stations: 


Mr H. Dhanrajgir 

prior to this appointment as 
chief personnel manager (all- 
India) of the company have 
included personnel policy and 
management development. Mr 
Narasimhan assumes charge 
of the management services 
division. Mr Dhanrajgir will 
be responsible for the corporate 
personnel division. 


Station Approved instal- 

Ultimate capacity 

led capacity 

(MW) 


(MW) 


Singrauli Super TPS 

600 

2000 

Korba Super TPS 

1100 

2100 

Ramagundam Super TPS 1100 

2100 

Ncyveli—.2nd mine cut 

630 

1260 

Chandrapur 

420 

Developing the site to an 

(Maharashtra) 


ultimate capacity of 1300 
MW has been envisaged 
at this site. The pro¬ 
posal for the 2nd stage 
expansion of 420 MW 
has been cleared by CEA 
and is to be processed 
through the Planning 
Commission for appro¬ 
val. The project pro¬ 
posals for the 3rd stage 
expansion is awaited 
from the state. 

The government has received the following proposals from 
the states for establishment of thermal power stations where 
an ultimate capacity of 1000 MW and above is envisaged: 

Station (state) 

Capacity pro- 

Ultimate capacity 


posed in the 

envisaged 


initial stage 

(MW) 


(MW) 


Rupnagar (Punjab) 

1000 

1000 

Anpara (UP) 

630 

1000 



It can be expanded to an 
ultimate capacity of2000 
MW, if necessary. 

Bishrampur (MP) 

420 

The site has a potential 
for an ultimate capacity 
of 1200/1400 MW. 

Bhadrachalam (AP) 

420 

1000 

Colgaon (Bihar) 

— 

3000 

Tenughat (Bihar) 

420 

1500 

Raichur (fCamataka) 

420 

1050 

Ray (Bihar) 

icoo 

3000 


Among the above, the proposals of Anpara Thermal 
Power Station (630 MW) of UP and Paichur Thermal 
Power Station (420) of Karnataka have been cleared by the 
Central Electricity Authority and have to be processed 
through the Planning Commission for approval. Other pro¬ 
posals are in the various stages to techno-economic appraisal 
-in the CEA. 
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COMmNY 

AFFAIRS 


Mukerian Papers 

Mukgrian Papers— a company 
promoted by the Punjab State 
Industrial Development Cor¬ 
poration to set up a paper 
factory at Mukerian in 
Hoshiarpur district—proposes 
to enter the capital market on 
March 13 to raise Rs 63.70 
lakhs from the public by way 
of 637,000 equity shares of 
Rs 10 each at par. The public 
offer is fully underwritten. The 
company's paper plant is ex¬ 
pected to go into operation in 
August with an installed capa¬ 
city of 9,000 tonnes of a variety 
of pipers per annum. It has 
imported a second-hand paper 
plant from West Germany. 
The plant is expected to work 
on rice straw as the main raw 
material. The capital outlay 
on the project is Rs 380 lakhs 
which will be financed by share 
capital of Rs 130 lakhs, term 
loans of Rs 255 lakhs and 
central cash subsidy of Rs 15 
lakhs. Equity shares worth 
Rs 33.80 lakhs have been taken 
by the Punjab State Industrial 
Development Corporation, 
Rs 25 lakhs by promoters and 
their friends and Rs 7.50 lakhs 
will be reserved for allotment 
to Mr Sukhindcr Singh, 
managing director, after the 
close of the public issue. 

Kerala Chemicals 

Kerala Chemicals and Pro¬ 
teins is setting up a project at 
Kathikudam in Trichur district 
for the manufacture of ossein 
and dicalcium phosphate. The 
company's plant is designed to 
manufacture 2,210 tonnes of 
ossein and 4,250 tonnes of 


dicalcium phosphate per an¬ 
num. Ossein, an intermediate 
product in the manufacture of 
gelatine, is a form of protein 
extracted from crushed bones. 
While gelatine has extensive 
use in the manufacture of 
photographic films and phar¬ 
maceutical capsules, dicalcium 
phosphate is used as an ingre¬ 
dient in poultry food, fertiliser, 
pharmaceutical preparations 
and toothpaste. The company 
proposes to issue for public 
subscription 671,993 equity 
shares of Rs 10 each at par. 
The project cost is estimated 
Qat Rs 3.20 crores which will be 
^met by share capital of Rs 1.40 
'crores and term loans of 
Rs 1.80 crores. The main raw 
material for the project is 
animal bones which are in 
abundant supply in the country. 
The company’s requirement of 
bones at full production is 
about 10,000 tonnes per annum. 
The export market for the 
company’s products is mainly 
Japan and some advanced 
countries. 

Hindustan General 
Industries 

Hindustan Genera] Industries 
has shown a marginal rise in 
turnover during the year ended 
June. 1977 to Rs 185.33 lakhs 
from Rs 182.13 lakhs. The 
gross profit has declined to 
Rs 6.05 lakhs from Rs 9.35 
lakhs in the previous year. 
After providing Rs2.18 lakhs 
(Rs 2.331akhs) for depreciation 
and Rs 2.61 lakhs. (Rs 5.53 
lakhs for taxation, the net pro¬ 
fit works out at Rs 1.26 lakhs 
against Rs 1.49 lakhs. Equity 


dividend has been maintained 
at six per cent, which will ab¬ 
sorb Rs 1.25 lakhs (same). The 
balance of Rs 951 (Rs 23,928) 
has been transferred to general 
reserve. 

Bharat Earth Movers 

Today over 5,000 rail- 
coaches and 4,500 earthmov- 
ing equipment manufactured 
by Bharat Earth Movers Lid 
(BEML) are operating all over- 
the country. Starting with 
a turnover of about Rs 5 
crores, the company has rapidly 
grown and during 1976-77, 
had reached a turnover of Rs 80 
crores. Starting with assembly 
of practically fully imported 
equipment, the company has 
today reached 70 per cent to 
*80 per cent indigenisation level 
for its products. 

BEML feels that in order to 
meet the customer requirements 
it has to increase its produc¬ 
tion, both in numbers and 
variety of equipment. In order 
to meet the increase in 
demand, the company envi¬ 
sages the setting up of seperate 
production facilities for its 
wheeled and crawler equip¬ 
ment and also for the produc¬ 
tion of transmission and axles 
and a captive steel foundry. 
The proposed expansion and 
establishment of new facilities 
will involve fairly large out¬ 
lays which the company hopes 
to meet mainly from internal 
resources. 

N^w products planned for 
introduction in market over the 
next ten years include the 1.6 
and 3.5 cu. mtr. wheeled front 
end loaders, 32 and 55 ton 
bottom dumpers, 410 HP 
crawler tractors, rear dumpers 
of capacity upto 120 Ions, 
heavy vehicles in different 
roles, pipe layers and higher 
capacity excavators/front end 
loaders. 

BEML has recently entered 
the export market and has ex¬ 


ported equipment worth nearly 
Rs 10 crores over the last 
ttiree years. This includes des¬ 
patches to foreign countries 
and also supplies made within 
the country to various projects 
against global IDA tenders. 
The company is continuing its 
efforts to intensify export pro* 
motion and anticipates orders 
for approximate Rs 6 crores 
this year. For export, the com¬ 
pany is concentrating in areas 
where it can offer quick and 
effective after-sales-service. 

South East Footwear 

South East Footwear, an ex¬ 
port-oriented Indo-Jtalian joint 
venture, is to enter the 
capital market on March 8 to 
raise Rs 22 lakhs in 220,000 
equity shares of Rs 10 each at 
par. The public issue ,which 
is fully underwritten, will fina¬ 
nce partly the Rs 1.60-crore 
project to manufacture finished 
leather and high fashion 
leather shoes for the sophisti¬ 
cated European and American 
markets. The technical col¬ 
laboration is being provided by 
the renowned Italian firm, 
Calzat, and financial participa¬ 
tion by Mihaila S.A., Switzer¬ 
land, who will subscribe to 
equity shares worth Rs 8 lakhs. 
The Indian promoter, Mr A. 
Hafeezur Rahman and his 
friends have taken up equity 
shares worth Rs 20 lakhs. The 
project cost of Rs 1.60 lakhs 
is being financed by share capi¬ 
tal of Rs 50 lakhs, term loans 
of Rs 95 lakhs and central 
cash subsidy of Rs 15 lakhs. 

The company has set up a 
modern plant at Ambur, near 
Madras and trial production 
of shoe uppers and shoes has 
already started. It has received 
export orders for shoe 
uppers worth Rs 30 lakhs to be 
executed by May next. Shoe 
uppers worth Rs 9 lakhs have 
already been exported and an¬ 
other consignment worth Rs 8 
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lakhs 1$ to be executed this 
mouth. 

The chairman of the com¬ 
pany, Mr A Hafeezur Rahman, 
feels that the company has 
been able to establish its 
excellence even in trial pro- 
duction of shoes which has 
been acclaimed by buyers from 
Australia, Italy, the UK, 
Malaysia, Russia and Yugo¬ 
slavia. The company is likely 
to meet its export commitment 
of 75 per cent without any 
difficulty. It is likely to 
achieve its rated capacity 
of 4.32 lakh shoes by end 
1979. Though the break-even 
point would be reached at 40 
per cent level of production. 
The unit value realisation on 
shoes is expected to improve 
in a year's time from $I5/$20 
to 520/825 per shoe. The im¬ 
port content on components 
which valuewisc is around 35 
per cent at present will be 
reduced appreciably in two 
years. 

Killick Nixon 

Killick Nixon has decided to 
sell its John Baker (Steel Files) 
division to James Warren and 
Co (India) Ltd, Calcutta, as 
a going concern for Rs 35 
lakhs subject to certain adjust¬ 
ments based on accounts of 
the division for the year ended 
November, 1977. The sales is 
to be effective from December 
1, 1977. Because of the reces¬ 
sion in the engineering indus¬ 
try, adverse market conditions 
and severe power restrictions, 
the working of this division 
has been unsatisfactory during 
the past few years. The divi¬ 
sion has incurred substantial 
losses in the last two years 
ended November, 1976. Even 
the year ended November, 1977 
has proved to be unsatisfactory. 

The adverse working of 
some of the other divisions 
of the company and the very 
substantial amounts of arrears 


ot wages whick have become 
payable to the company's 
employees under settlements, 
has created an acute liquidity 
problem. The company's 
efforts to raise additional 
finance to alleviate this pro¬ 
blem have not so far met with 
any success and this is having 
adverse repercussions on the 
company's business prospects. 
The board is therefore convinc¬ 
ed that it is in the company's 
interest to dispose of this divi- 
sion as this will enable the 
company to raise the most 
urgently required additional 
finance. 

Hathwa Vanaspati 

Hathwa Vanaspati, which 
is setting up a vanaspati 
plant at Hathwa in Gopalgaiij 
district of Bihar with a capa¬ 
city of 50 tonnes a day, pro¬ 
poses shortly to offer for public 
subscription 350,009 equity 
shares of Rs 10 each at par. 
Commercial production is ex¬ 
pected to start by April, 1978. 
Capacity utilisation is expected 
to reach 90 per cent during the 
third year of its production. 
The cost of the project is esti¬ 
mated at Rs 1.56 crores which 
will be met by share capital of 
Rs 60 lakhs, state government 
subsidy of Rs 10 lakhs and 
term loans of Rs 86 lakhs. In 
addition to the share issue by 
the company of 350,000 equity 
shares of Rs 10 each, existing 
shareholders are also offering 
for public subscription 10,000 
shares of Rs 10 each. The total 
present issue and offers of 
sales is thus for Rs 36 lakhs. 

Housing Development 
Finance Corp. 

Housing Development Fin¬ 
ance Corporation, promoted by 
the Industrial Credit and In¬ 
vestment Corporation of India, 
proposes to issue shortly 
399,874 equity shares of Rs 100 
each at par. The company's 
main object is to provide in¬ 


stitutional facilities for meet¬ 
ing the needs of the people for 
long-term loan finance on 
nioderate terms for construc¬ 
tion, purchase and ownership 
of residential houses in urban 
and rural areas all over the 
country. It will in general seek 
to facilitate ownership of 
apartments and houses. It will 
also seek to provide the needs 
of that section of the com¬ 
munity which is not in a posi¬ 
tion to own housing but only 
rent it. 

The company will also 
be willing, where appropriate, 
to consider development of 
housing estate on its own, 
which could provide mass 
dwellings for the low and 
middle income families, it may 
also provide funds for con¬ 
struction of offices, shipping 
centres, nursing homes and 
other amenities which go with 
housing schemes. It is also 
considering a variety of savings 
schemes to attract personal 
savings for housing needs of 
the people. Besides the share 
capital, the company proposes 
to raise funds through borro¬ 
wings from banks and insu¬ 
rance companies. 

IFC Loan 

The company is exploring 
the possibility of obtaining 
a loan from International 
Finance Corporation, Wash¬ 
ington and negotiations have 
already been initiated. Share¬ 
holders and other investors of 
the company will be given an 
interest concession of 1 /2 per 
cent on the normal lending rate 
on such portion of the loan as 
may be provided for under the 
rules. They will also be given 
preference in the grant of loans 
for housing out of such por¬ 
tion of the available resources 
of the company as may be 
available. 

The special benefits will be 
in force initially for five 


years from the date of issue 
of the prospectus, after that 
the company will bo free 
to modify renew or change 
the available benefits. There 
is a tremendous demand for 
housing all over the country, 
particularly in the urban areas. 
The company will function as 
a development financial institu. 
tion having in view the acute 
shortage of housing. The com¬ 
pany hopes to make reason¬ 
able profits from its proposed 
operations and be able to pay a 
steady and reasonable dividend 
in due course of time. 

Praga Tools Limited 

Praga Tools Ltd, which 
started with an authorised 
capital of Rs, 1 crorc and 
paid up capital of Rs 25 lakhs 
has enlarged its capital base to 
an authorised capital of 
Rs 7 crores and a paid up 
capital of Rs 6.45 crores as on 
March 31, 1977. (The present 
shareholding of the company 
is, government of India-- 
89.77 per cent, govt of Andhra 
Pradesh—7.38 per cent and 
public—2.85 per cent). The 
capita! employed now is about 
Rs 7.13 crores. 

Praga Tools has collaboration 
with the world-fiimous manu¬ 
facturers such as Jones & Ship- 
man of the UK, Gambin of 
France, Pratt Burnerd of the 
UK, Escofiers of France and 
George Fischer of Switzerland. 
The collaborations have resulted 
in Praga producing high qua¬ 
lity machine tools conforming 
to international standards. 

The company's production 
which was at Rs 330 lakhs 
in the year 1973-74 rose 
to Rs 596 lakhs in 1976-77 
registering an increase of 81 
per cent and the. sales 
from Rs 305 lakhs in the year 
1973-74 to Rs 601 lakhs in the 
year 1976-77 registering an 
increase of nearly 97 per cent. 
This increase is in spite of the 
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fact that the prices of some of 
the products have fallen down 
considerably. For the current 
year the company has set a pro¬ 
duction target of Rs 666 lakhs. 

The company which had 
suffered losses due to various 
factors in the past, made a 
breakthrough in the year 

1975- 76 when it made a profit 
of Rs 11.92 lakhs. The opera¬ 
tional results of the company 
were further improved in 

1976- 77 registering a net profit 
of Rs 47.48 lakhs. While the 
company suffered greatly in 
the earlier years due to reces¬ 
sion in demand for machine 
tools and stagnation in capital 
investment, the company now 
presents a bright future, with 
ambitious plans to diversify its 
production line into industrial 
forgings and low value but high 
volume engineering consumer 
products, which will support 
the industry through all stages 
of business cycle. 

On the export front, though 
Praga suffered a setback in the 
earlier years due to restrictions 
imposed in various collabora¬ 
tion agreements, the company 
has started making a dent in 
the international market, 
because of. the acceptable 
quality of the products at a low 
price. The exports which stood 
atRs 1.88 lakhs in the year 
1975-76 rose to Rs 7.24 lakhs 
in the year 1976-77 and in the 
current financial year, the com¬ 
pany expects to reach a target 
of over Rs 20 lakhs. 

Capital and Bonus 
Issues 

Consent has been granted to 
15 companies to raise capital. 
The details are as follows: 

Hein Lehmann (India) 
Limited, has been granted 
consent valid for six 
months to capitalise Rs 18 


lakhs out of its genehd reserve 
and issue Rilly-paid equity 
share of Rs 10 each as bonus 
shares in the ratio of 12 bonus 
shares to 25 shares held. 

Atic Industries Limited, 
AtuJ; has been granted 
consent valid for six 
months to capitalise Rs 2 
crores out of its general reserve 
and issue fully paid equity 
shares of Rs 100 each as bonus 
shares in the ratio of one bonus 
share for two shares held. 

Pressure Cookers and App¬ 
liances Limitedi Bombay; 
consent valid for six months 
to capitalise Rs 24 lakhs out 
of its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus snares 
in the ratio of three bonus 
shars lor every live shares held. 

Kishan Prasad and Co. Ltd ; 

consent valid for six months 
to capitalise Rs 250,000 out 
of its general reserve and issue 
fully paid equity shares of Rs 
250 each as bonus shares in 
the ratio of one bonus share 
for each equity share held. 

The Supreme Industries 
Limited, Bombay; consent 
valied for six months to capi¬ 
talise Rs 1,342,600 out of its 
general reserve and issue luliy 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of three shares for every 
five shares held. 

International Combustion 
(India) Limited, a public com¬ 
pany having a paid-up capital 
of Rs 4,183,230 has been 
accorded consent for the issue 
of further capital of Rs 257,900 
in 25,790 equity shares of 
Rs 10 each as right shares to 
the existing Indian share¬ 
holders at a premium of Rs 3 
per share. The object of the 
issue is to briitg down the 
foreign equity holding in the 
share capital of the cpmpany. 


The cofisdiit order is valid up ^ 
to April 26. 

Bakelite Hylam Limited^ 
Hyderabad, has been granted 
consent valid for 18 
months to issue 7,520 cum¬ 
ulative redeemable prefe¬ 
rence shares of Rs 50 each 
carrying dividend at the rate 
of 9i psT cent per annum (free 
of company’s tax but subject 
to deduction of tax at source 
at the prescribed rate) to Bxl 
Plastics Materials Groups 
Limited, London in lieu of 
7,520 9^ per cent irredeemable 
cumulative preference shares 
which stand cancelled under a 
court order. 

Wintex Minn Ltd., Surat, a 
public limited company regis¬ 
tered in the state of Gujarat 
and having a paid-up equity 
capital of Rs 725,000 Jiavc 
been granted consent, valid 
for a period of 18 months for 
issue of equity shares worth 
Rs 1,775,000 as rights shares, 
for cash at par. The proceeds 
of the issue are to be utilised 
to meet a part of the cost of 
the project at Pandesera, Surat. 

South East Asia Shipping 
Company Ltd., Bombay, has 
been refused consent for the 
issue of bonus shares worth 
Rs 5,460,000. 

Housing Development finance 
Corporation Ltd, Bombay, a 
public company, has been 
accorded consent to issue 
equity capital of Rs 10 crores 
(inclusive of the cupital al¬ 
ready raised) in 10 lakh equity 
shares of Rs 100 eaeh, for 
cash at par. 

Out of this, shares worth 
Rs 100 lakhs will be offered to 
the International Finance Cor¬ 
poration, Washington, and 
Rs 399,87,400 to the public. 
The consent order is valid for 
18 months. 

The Dimakaai lea Company 


Limited, Calcutta, has been 
allowed to issue equity shares 
of Rs 1,955,700 to the share¬ 
holders of Bhooteachang Tea 
Company Limited and of 
Nagri Farm Tea Company 
Ltd in terms of and in accord¬ 
ance with the scheme of mer¬ 
ger of these companies as ap¬ 
proved by the Calcutta High 
Court in their order dated 
June 9,1977. 

The General Indnstrial 
Society Limited^ Calcutta, has 
been accorded consent, valid 
for 18 months, to the issue of 
Rs 1,819,000—11 per cent 
cumulative redeemable pre¬ 
ference shares to the existing 
equity shareholders on rights 
basis. 

Mingoa Private Limited, has 
been accorded consent valid 
up to April 30, 1978, to capi¬ 
talise Rs 8,850 lakhs out of its 
general reserve and issue fully 
paid equity shares of Rs 500 
each as bonus shares in the 
ratio of three for two. 

Hindustan Brown Boveri 
Limited, has been given permis- 
sion, valid for six months, to 
capitalise Rs 1 crores out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one for three. 

Sen and MeCtenheimer Pvt 
Limited, Ahmedabad, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 2 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of two for five. 

The Vulcan Engineer Pvt. 
Ltd, Bombay, has been accord¬ 
ed consent, valid for six 
months, to capitalise Rs 2 
lakhs out of its general re¬ 
serve and issue fully aid equity 
shares of Rs 100 each as 
bonus shares in the ratio of 
one for one. 
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Uctncts Mid Lftttrs tf Inttnt 

Thb following licences and letters of intent were issued under 
the Bidustrial (Development and Regulation) Act 1931 during 
the month of November 1977. The list contains the names and 
addresses of the licensees, articles of manufacture, type of 
licenees—New Undertaking (NU), New Articles (NA), Substan* 
tial Expansion (SE), Carry on Business (COB), Shifting—and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metalinrgicai Industries (Ferrous) 

M/s Sirhind Steel Rolling Mills, Odhav Village, Ahmedabad 
(Gujarat), (Ahmedabad-Oujarat)—^Bars and Rods—20,000 
tonnes, Light/Medium structural and other sections—18,000 
tonnes—(COB) 

Mr Avtar Krishna, Cassias, Flat No 7, 21-22 Turner Road, 
Bande, Bombay-400030, (Bangalore-Karnataka)—Fittings— 
1600 tonnes—(NU) 

M/s Palghar Rolling Mills Pvt Ltd, 116, Mittal Chamber, 
Nariman Point, Bombay-400021, (Thana-Maharashtra)—Hot 
Rolled Strips—15,000 tonDes—(COB) 

Metallurgical Industries (Non-Ferrous) 

M/s Electrical Manufacturing Co Ltd, EMC Qarldens, 136, 
Jessore Road, Calcutta-700055, (Calcutta-West Bengal)—Alu¬ 
minium Alloy Tubes—600 tonnes—(NA) 

M /s Hooseini Metal Rolling Mill Pvt Ltd, 66/68, Narayan 
Dhutu Street, Bombay-dOUOQS, (Bombay-Maharashtra)—Zinc 
Sheets—2,385 tonnes (Additional)—2,400 tonnes including Zinc 
Caiiots (After expansion). Zinc Sheets for photo engraving— 
165 tonnes. Lead Pipes—300 tonnes—(NA/SE) 

Electrical Equipment 

M/s NGEF Ltd, PB No 3876, Bangalore-360038, (Banga- 
lore-Kamataka)—11 KV Circuit Breakers—1170 Nos—(NA) 

M/s Bharat Lindner Pvt Ltd, C-2/19, Indl Area, Gorwa, 
Baroda, (Baroda-Gujarat)-Fuses—6,93,000 Nos, Screw caps— 
2,18,000 Nos. TP Bases—59,000 Nos, SP Bases—92,000 Nos, 
Adaptors and other accessories—3,27,000 Nos—(COB) 

M/s English Electric Co of India Ltd, D-3, Gillander House, 
8, Netaji Subhas Rd, Calcutta.I, (Chingleput-TN)—TF 2015 
AM/FM Signal Generatois—l2S Nos, TF2171 Digital Synchro¬ 
niser—80 Nos, TF 2006 FM Signal Generators—15 Nos, TF 
2006/1 FM Signal Generators—IS Nos, TF 2361 Sweep Gene, 
rators—45 Nos, TF 2333 MF Transmission Measuring Set—30 
Nos, OA 2090B (Whits noise' test set)—30 Nos, TF 2330A 
Wave Analyser—10 Nos, TF 2330B FM/AM Modulation Meter 
—75 Nos, Circuit Magnification Meter 1245—50 Nos, TF 
144 AM Signal Generator—60 Nos; FM/AM Signal Generator 
TF 995—90 Nos-(NA) 

M/s Punjab Digital Industrial Systems Ltd, C>30, Industrial 
Focal Point, Phase II, SAS Nagar Electronics Town, Mohali, 

lAmul BommiiiT 


Punjab, (MohalLPunjab)—Digital Power Meter—500 Nos, 
Digital Line Voltage Meter—300 Nos, Digital Phase Meter— 
500 Nos, Digital Low Frequency Meter—500 Nos, Digital 
HP Counter—500 Nos, Digital Temp/Pressure/Indicator/Recor. 
der—500 Nos-(NU) 

M/s Bharat Electronics Ltd, “Trade Centre’', 29, Race 
Course Rd, Baogalore.560001, (Pune-Maharashtra)—Image 
Intensifier Tubes and Image Converter Tubes 1,500 Nos 
-(NU) 

M/s Bharat Bijlee Ltd, Electric Mansion, 6th Floor, Appa- 
saheb Marathe Marg, Post Box No 19153, Prabhadevi, 
Bombay-400025, (Thana-Maharashtra)— Power/Special purpose 
Transformers upto and including 220 KV with or without on 
Load Tap Changers—1,200 MVA—(SE) 

M/s Aluminium Industries Ltd, No 1, Ceramic Factory Road, 
Kundara (Kerala), (Alleppey-Kerala)—220 KV Circuit Breakers 
30 Nos—(NA) 

M/s Hindustan Brown Boveri Ltd, Brown Bovery House, 
264-265, Dr A.B. Road, Bombay-400025, (Bombay.Maharashtra) 
—Measurand Convertors of various types—^2600 Nos—(NA) 

M/s Bharat Electronics Ltd, Trade Centre, 29, Race Course 
Road, Bangalore-560001, (Baogalore-Karnataka)—High speed 
paper tape punch—100 Nos, High speed paper tape reader—100 
Nos, Visual Display system—100 Nos, Input/output writer— 
100 Nos, Digital Cassette Drive—100 Nos, Card Reader—100 
Nos, Mosaic Printer—3000 Nos, Magnetic Tape Handler—100 
Nos, Line Printer—100 Nos, Key to Cassette—100 Nos, Floppy 
disc drive—100 Nos—(NA) 

M/s Larsen & Toubro Ltd, L & T House, Narottam Morar- 
ji Marg, Ballard Estate, Bombay.400038, (Bombay-Maha¬ 
rashtra)—Air Circuit Breakers above 600 amps, 500 Volts with 
breaking capacity upto 100 KA—From 600 Nos to 2400 Nos 
(after expansion)—(SE) 

M/s Aluminium Industries Ltd, No 1, Ceramic Factory Rd, 
Kundara (Kerala), (Alleppy-Kerala)—Minimum Oil and SF 6 
type Circuit Breakers above 66 KV and upto and including 132 
KV—30 Nos, Current transformers above 66 KV upto and 
including 132 KV—180 Nos—(NA) 

Transportation 

M/s Jay Engg Works Ltd, 23, Kasturba Gandhi Marg, 
New Delhi-110001, (Hyderabad-AP)—Single Cylinder Pumps— 
3,00,000 Nos, Multi-cylinder Pumps—75,000 Nos, Elements— 
18,00,000 Nos, Delivery valves—15,00,000 Nos, Nozzles— 
20,00,000 Nos, Nozzle Holders—5,00.000 Nos—(NA) 

Industrial Machinery 

M/s Tata Engg and Locomotive Co Ltd, Bombay House, 
24, Homi Modi Street, Fort, Bombay-400023, (Pune-Maha¬ 
rashtra)—Spot Welding Guns—10 Nos, Hoists (250 k^)—600 
Nos—(NA) 

Machine Tools 

M/s Industrial Electrodes and Gauges Ltd, 15, Ganesli 
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Chandra Avenue, Post Box 853, Ca1ctttta>700001, (Lucknow-U^ 
—Oas Welding and Cutting Set(-<]500 sete^COB) 

Office & Household Equlpaent 

M/s Lebocey Needle Industries, 412, Ansa! Bbavan, 16, 
Kasturba Gandhi Marg, New Delhi-1 lOOOi, (Ludhiana-Punjab) 
—Hosiery Needles, Sinkers and Jacks—24,000,000 Nos—(NU) 

Chemicals other than Fertilisers 

M/s Synthetics & Chemicals Ltd. 7, Jamshedji Tata Rd, 
Bombay-400020, (Bareilly-UP) -Butadiene Catalyst—60 Tonnes. 
-(NA) 

M/s Agromore Ltd, Mysore Road, Bangalore-560026, 
(Bangalore-Kamataka)—Diuron Technical—200 tonnes—(NA) 

M/s Noble Paint and Varnish Co Pvt Ltd, Pergusson Road, 
Lower Parel, Bombay-400013, (Thana-Maharashtra)—Synthetic 
resins (Alkyd. modified Phenolic Resins, medified Malic Resins, 
Urea Formaldehyde (Butylated), Melamine Formaldehyde 
(Butylated), Fumaric Resins, Polymide Resins, Water Thinnable 
U.F. Resins and water Thinnable M.F. Resins—120 tonnes 
(existing)—600 tonnes (after expansion)—(SE) 

M/s Paushak Ltd, Alembic Road, Baroda-390003, (Panchma- 
hal-Gujarat)—Phosgene-1600 tonnes for captive consumption 
only—(NA) 

M/s Bharat Alums & Chemicals Ltd, MCD Bldg, Desh* 
bandhu Gupta Road, New Delhi-l 10055, (Alwar-Rajasthan)— 
(a) Sulphuric Acid, (b) Oleum 20-30 per cent, (c) Oleum 65-70 
per cent—16,500 tonnes (Production of Oleum 20-30 percent 
and Oleum 65-70 per cent is restricted to a capacity of 3600 
tonnes each). 2. Alumina Ferric—16,500 tonnes. 3. Alumina 
Ferric (Free)—600 tonnes—(NU) 

M/s Hindustan Mineral Products Co Pvt Ltd, 111, Industrial 
Area, Sion, Bombay-400022. (Broach-Gujarat)Methyl-2 
Benzimidazole Carbamate—400 tonnes—(NU) 

M/s Allied Gases Ltd, 317, More Bldg., Dr Shyama Prasad 
Mukherji Road, Belgaum (Karnataka)—Dharwar-Karnataka)— 
Dissolved Acetylene Gas—0.20 MCM—(NA) 

M/s Sarabhai M. Chemicals. (Divn. of M/s S.M. Chemicals 
and Electronics Ltd). A to Z, Industrial Estate, Ganpatrao 
Kadam Marg, Boffibay-400013—(Baroda-Gujarat)—Cycocel 
Technical—lOO tonnes—(NA) 

Dyestuff's 

M/s AtuI Products Ltd, Alul, Western Railway. Dist. Bulsar 
(Gujarat)—Bulsar-Gujarat)—Bon Acid—From 400 tonnes to 
1200 tonnes (After expansion)—(SE) 

Drugs and Pharmaceuticals 

M/s Themis Chemicals Ltd, Vapi Indl. Estate, Vapi (Gujarat) 
—(Vapi-Gujarat)—(a) Bulk drug Oxyphenbutazone—25 tonnes. 
Formulations, Tablets of Trimethoprim and Sulphamethoxazoie 
2.4 mill, tablets, (a) Oracort Inj. (i) Each ml. containing 10 
mg Triamcinolene Acetonidc (in ml amps)—50,000 amps, (ii) 
Each ml containing 40 mg Triamcinolene Acetonide (in ml 
amps)—25,000 amps, (b) Oracort ointment (3 gm tube)— 


' 300,000 tubes, 'Retaboin Bi). (ia .1 ml.'an^)-'^600,000 amps. 
Ii^ectables of Gentemycin— 600,000 amps. Capsules of Sodium 
Chromoglycate—2.4 mill capsules. Capsules of Nitrazepam—9.6 
mill capsules—(NA) 

M/s Raabaxy Laboratories Ltd, Okhia, New Delhi‘20, 
(Ropar-Puiy'ab)—Inorganic Chemicals (Laboratory Reagents 
and Analytical Reagents)—40 tonnes. Organic Chemicals 
(Laboratory Reagents and Analytical Reagents)—40 tonnes. 
Indicators and Stains.—2 tonnes. Electronic Grade Chemicals—5 
tonnes. Volumetric Solution—10,000 litres—(NA) 

M/s Chemical Industrial and Pharmaceutical Laboratories 
Ltd, 289, Bellasis Road, Bombay-400008, (Maharashtra) 
Carbenoxolone Sodium B.P.—800 Kgs—(NA) 

M/s Fairdeal Corpn Pvt Ltd, Laksiuni Bldg, Sir P.M. Road, 
Fort, Bombay-400001, (Kolaba-Maharashtra)—Acetrizoic Acid 
—1 tonne, Benzocaine—10 tonnes—(NA) 

Textiles 

M/s Empire Industries Ltd, (Empire Dyeing Division), 
Empire Dyeing, 414, Sonepati Bapat Marg, Bombay-400013, 
(Bombay-Maharashtra)—Processing of Textiles made of Cotton, 
Art Silk (Dyeing, Bleaching, Mercerising, Printing and Packing) 
—160 million Mtrs—(SE) 

Vegetable,Oils and Vanaspati 

M/s Majety and Sons Oil Co Pvt Ltd, Agraharam, Trunk 
Road, Guntur-4 (AP), (Guntur-A.P.)—Cottonseed Oil—10,(X)0 
tonnes in terms of cottopseed—(NU) 

Cement and Gypsnm Products 

M/s Mysore Cement Ltd, UCO Bank Bldg., 4th Floor, 
Parliament Street, New Delhi-l 10001, (Damoh-MP)—Portland 
Cement—400,000 tonnes—(NU) 

M/s Kesoram Industries A Colton Mills Ltd, 9/i,R.N. 
Mukherjee Road, Ca]cu(ta-70000l, (Karimnagar-AP)—Portland 
Cement—from 4,50,000 tonnes to 7,00,000 tonnes (After ex¬ 
pansion) (First Phase)—(SE) 

Letters of Intent 

Metallurgical Industriea (Ferrous) 

M/s Bharat Springs Pvt. Ltd., 37, Barrister Nath Pai Marg 
(Reay Road), Cottongreen, Bombay-400033. (Kolaba-Maha¬ 
rashtra)—Alloy Steel and MDd Steel for the manufacture of 
Spring Leaves and Assemblies (for captive use)—6,000 tonnes— 
(NU) 

M/s Indian Metal & Ferro Alloys Ltd, P.O. Rasulagarh, 
Bhubaneswar-7S1010. (Koraput-Orissa)—Ferrow Silicon—7400 
tonnes (Additional —20,000 tonnes (After expansion)—(S.E.) 

M/s Basant Alloy Steel Ltd, 201, Ansal Bhavan, Kaslurba 
Gandhi Marg, New Delhi-1. (Tbana-Maharashtra)—H.F.W. 
Precision Steel Tubes sizes 12 mm to 50 mm in the required 
product-mix—10,000 tonnes—(N.A.) 

M/s KAP Steel Ltd, 3/.11, Kaveriappa Layout, Miller Tank 
Bund Road, Baog^ore-S60052, (Bangalore-Kamataka)— 
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Poring Steel bars. Spring Steel flats. Electrode Steel rods, 
Hardteuog and tempering quality steel bars, Free cutting steel 
bars 21,600 tonne—(NA) 

M/s Bangalore Wire Rod Mill, A unit of Transport Corpn. 
of India (Pvt.) Ltd. White-field Road, Bangaiore-560048, 
(Bangaloie-Kamataka)—High Carbon Wire Rods in sizes range 

5.5 mm to 8 mm in 400 Kg. coils--40.000 tonnes.- (NA) 

Mr U.V. Patel, 12-A, Dwarkesh Nagar, Nahur, Muland (W), 
Bombay<400080. (Ahmednagar-Maharashtra)— Sophisticated 
Steel Forgings below 8/10 kgs. in weight—2,000 tonnes—(NU) 

M/s Indian Aluminium Co. Ltd, UCO Bank Bldg, Parlia¬ 
ment Street, New Delhi-110001. (Thana-Maharashtra)—Alu¬ 
minium Foils—1500 tonnes—4000 tonnes (After e.xpan.sion) 
(SE) 

M/s India Foils Ltd, Himalaya House. Flat H. 78, 23, 
Kasturba Gandhi Marg, New Dclbi-110001. (Kamarhati- 
West Bengal)—Aluminium foils—From 3,000 tonnes to 3,750 
tonnes (After expansion)—(SE) 

M/s Stewarts & Lloyds of India Ltd, 41, Chowringhee 
Road, Calcutta-700071 (Calcutta-West Bengal)—Forged Fl inges 
—700 tonnes—(NA) 

M/s Rathi Rod Mills Ltd, 3-A, Vandhana, 11, Tolstoy 
Marg, New De)hi-110001. (Thana-Maharashtra)—High Ten¬ 
sile Wire Rods —40,000 tonnes—(NU) 

Electrical Equipment 

M/s Polydor of India Ltd, Sterling Centre, 2nd Floor, 
16/2, Dr. Annie Besant Rd, Worli, Bombay-400018. (Maha¬ 
rashtra)—Pre-recorded Cassettes Pre-recorded Cartridges 
and Reels—1.2 million Nos—(NA) 

M/k Tata Engg. & Locomotive Co. Ltd,‘Bombay House' 
24, Homi Mody Street, Fort, Bombay-400023, (Pune-Maha- 
rashtra)—Printed Circuit Motors upto 2.2 KW ratings -150 
Nos—(NA) 

Mr Kiran N. Javeri, 17-B, Horniman Circle, Fort, Bombay- 
400023, (Aurangabad-Maharashtra)—Metal Film resistors— 

7.5 M. -Nos. Metal Oxide Film resistors—7.5 M. Nos, Wire 
wound resisters (Military & Professional)—3 M. Nos., Cermet 
potentiometers (Professional)—0.5 M. Nos—(NU) 

M/s Tata Engg. & Locomotive Co Ltd, ‘Bombay’ House, 
24, Homi Modi Street. Fort, Bombay-400023 Pune-Maha- 
rashtra)—In Process Gauging-40 Nos., Rotary position En¬ 
coder & Read out—100 Nos., Linear position Encoder & 
Read out—100 Nos., Proximity switch—1000 Nos. Electrical 
copy machining—10 Nos, Numerical Control of Machine Tools 
—10 Nos, solid State Controllers for Machine Tools—50 
Nos—(NA) 

M/s J.V. Electronics Ltd, 808-9, Meghdoot, 94, Nehru 
Place, New Delbi-110024 (Ourgaon-Haryana)-Silvered Mica 
plates, Sections and Components—from 200 M. Nos. To 350 M. 
Nos. (after expansion). Silvered Mica Capacitors—15 M. Nos— 
(S.E) 

M/s Philips India Ltd, Shivsagar Estate, *A’ Block, 
Dr. A.B. Road, Bombay.400018 (Poona-Maharashtra)-EIectro- 


nic Measuring & Supervisory Systems for Industrial applica¬ 
tions: Displacement converter. Strain converter, Vibration/Acce¬ 
leration converter, RPM converter, Limit Detector/Peak Hold 
Unit, Accessories, Tranoducer for displacement. Strain, RMP— 
500 Measuring chains each for only one measuring parameter— 
(SE) 

M/s Camphor and Allied Production Ltd, 133, Mahatma 
Gandhi Rd, Bombay-400023. (Baroda-Gujarat)—D.C. Micro¬ 
motors Asynchronous Motors Hysterisis type Synchronous— 
3,00,000 Nos—(NU) 

Transportation 

M/s Brakes India Ltd, 37, Mount Road, Madras-600006 
(Chingleput-Tamilnadu)—Permanent Mould Castings—^5000 
tonnes-(NA) 

M/s International Instruments Pvt. Ltd., 140, Hosur, Road 
Bangalore-560034. (Bangalore-Karnataka)—Ticket Issuing 

Instrument—5,000 Nos—(NA) 

M/s Globe Auto (Gujarat Lttl, ‘D’ Shivsagar Estate, 
Worli, Bombay-400018. (Bulsar-Gujarat)—Dynastart-25,000 
Nos—(NA) 

M/s Punjab State Indl. Dev. Corpn. Ltd, S.C.0.54, 55 & 
56, Sector 17-A, P.B. No, 81, Chandigarh-1600J7 (Hoshiar- 
pur-Punjab)—Clutch facings. Moulded and Metallic, Moulded 
—10,00,000 Nos., Woven and Metallic Woven—10,00,000 
Nos., Bonderisation of discs (Steel) -2,00,000 Nos., Clutch 
kits with facings—5,00,000 Nos. Steel discs—5,00,000 Nos— 
(NU) 

Mr G.L. Raheja, Construction House. Opp. Telephone Ex¬ 
change, 24th Road, Khar, Bombay-400052 (Backward Area- 
Kamataka)—Tie Rod Ends—7,00,000 Units, Drag Links/ 
other Linkages—7,00,000 Units (NU) 

M/s Business Combine Ltd., 78 0, Dr A.B. Road, Worli, 
Bombay-400018 (Baroda-Gujarat)—Hydraulic Power Booster 
Packs for Steering Mechanism of Vehicles—20,000 units—(NA) 

M/s Kaira Can Co. Ltd, Nehru House, 4, Bahadurshah 
Zafar Marg, New New Delhi-1 (Kaira/Mehsana-Gujarat)— 
O.T.S. and General Line Containers—30 mill, (addl.) Nos 60- 
mill. Nos (after expansion)—(SE) 

Industrial Machinery 

M/s Garden Reach Shipbuilders & Engineers Ltd, 43/46, 
Garden Reach Rd, Calcutta-700024, (24-Parganas-West Bengal) 
—10 HP to 60 HP Mine Haulages Flame Proof and non¬ 
flame proof type medium duty—40 Nos, 75 HP to 150 HP Mine 
Haulages Flame proof and non-flame proof type heavy duty—40 
Nos-(NA) 

M/s Stibbi Raj Ltd, 4!0, Indl Area ‘A’, Ludhiana-141003. 
(Ludhiana-Punjab)—Sophisticated High Production Interlock 
and Rib Machines of international standard (from gauge 14 to 
40 in all diameters)—200 Nos—(NU) 

Miscellaneons Industries 

Shri Dhruv Kumar, C/o. M/s Bharat Industrial Works, 708, 
Akash Deep Bldg, 26-A, Barakhamba Rd, New Delhi-110001, 
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(Backward Distt-UP)—Resin bonded diamond or Rorozon 
Wheels & Tools—S.OOO Nos, Diamond Dressing Tools-8,000 
Nos, Diamond shaped tools—3,000 Nos, Diamond lapping 
compound —3,000 Nos, Electro Metallic Diamond or borozon 
plated wheels and tools—6,000 Nos, Metal bonded diamond or 
borozon wheels and tools—5,000 Nos, Segmented saws—1,000 
Nos, Thin wall refractory Bits—500 Nos—(NU) 

M/s Pankaj Gauge and Tools (P) Ltd, 50B, Oariahat Road, 
Calcutta-19, (Srinagar-J & K)—Fine Pitch Precision Ground 
Relieved Tungsten Carbide Hobs and Tungsten Carbide Profile 
Ground Relieved Cutters for Watch and Instrument Factories 
—1250 Nos, Super High Speed Steel Precision Ground Relieved 
Hobs and Cutters—5250 Nos, Tungsten Carbide Precision End 
Mills, Twist Drills, Centre Drills, Die Sinking Tools, Reamers 
& Burs—40,000 Nos, Super High Speed Steel End Mills, Twist 
Drills, Centre Drills, Reamers & Die Sinking Tools—22.000 
Nos-(NU) 

Medical and Surgical Appliances 

Mr Hasmukh S. Desai, C/o M/s Indo Orient Agencies (P) 
Ltd, 4th Floor, Merchant Chamber, 41, New Marine Lines, 
Bombay-400020, (Bharuch-Gujarat)—ECG Monitor—100 units, 
4 Channel display heart rate meter and Recorder—10 units, 
D.C. Defibrillator—60 units. Demand Pacemaker—75 units. 
Telemetry Transmitter and Telemetry Receiver—60 units. 
Apnea Monitor—15 units. Temp Monitor—15 units—(NU) 

Industrial Instruments 

M/sBestobell India Ltd, 311-312,AnsalBhawan, 16 Kasturba 
Gandhi Marg, New Delhi-110001, (Calcutta-West Bengal)— 
Industrial Pressure Indicators (above 50 lbs per square inch)— 
4,000 Nos—(NA) 

M/s Tata Engg. and Locomotive Co Ltd, Bombay House, 
24, Homi Modi Street, Fort, Bombay-400023, (Pune-Maha- 
rashtra)—LVRT, Vertical'Bar Display, Analogue Timer, Digital 
Counters and Digital Timer-4200 Nos (for captive require¬ 
ments), Electronic Comparator, Electronic Weighing Instru¬ 
ments, Crane Weighing Instruments and Test Rig equipment 
consisting of: Torque Meter, Temperature Monitor, Pressure 
Monitor, Flow Monitor, Tachometer (Optical), 5th wheel equip¬ 
ment to'ensure accurately acceleration, deceleration and dis¬ 
tance travelled on land—260 Nos, (for captive requirements). 

Chemicals other than Fertilisers 

Mr M.R.K. Rao, 3-6-524, Himayatnagar, Hydera¬ 
bad-500029. (Medak-AP) - Methyl Imidazole—lOO tonnes— 
(NU) 

M/sSudarshan Chemical Industries Ltd, 162, Wellesley 
Road, Poona-411001, (Maharashtra)—Ethyl Aceto Acetate 
—150 tonnes. Methyl Aceto Acetate—150 tonnes—(NA) 

M/s Meena Air Products Ltd, 129-Joily Market, Chamber 
No 2, Nariman Point, Bombay-400021, (Kolaba-Maharashtra) 
—Dissolved Acetylene Gas—0.05 MCM—0.20 MCM, (After 
Expansion), Nitrogen Gas—0.50 MCM—(NA/SE) 

M/s West Bengal Industrial Development Corpn Ltd, 23-A, 
Netaji Sublias Road, Calcutta-700001, (Mldnapur-WB)— 


Ethylene—54,000 tonnes, Propylene—30,000 tomtes. Prolysis 
Gasoline—46,000 tonnes, ButaSdine—8,000 tonnes, Benzene 
—8,000 tonnes. Ethylene Oxide—3,000 tonnes. Ethylene 
Glycol—10,000 tonnes. Diethylene Glycol—1,500 tonnes, Ethyl 
Hexanol—21,000 tonnes. Isobutanol—8,100 tonnes, N-Butanol 
—3,l50 tonnes, HOPE—20,000 tonnes, PVC—45,000 tonnes— 
(NU) 

Dr Panna Lai Bhatia, 38, Rajindra Park, New Delhi, (Delhi) 
—Nitrous Oxide—103 million litres. Hydrogen—0.75 million 
cubic meters—(NU) 

M/s Pure Oxygen and Acetylene Co, D-271, Vivek Vihar, 
Delhi-110032, (Jammu-J & K)—Oxygen Gas—1.00 MCM, 
Nitrogen Gas—1.00 MCM, Dissolved Acetylene—0.40 MCM 
-(NU) 

M/s Rukmani Metals & Gaseous Ltd, L-14, Connaught 
Circus, New Delhi-1, (Nagpur-Maharashtra)—Dissolved Acety¬ 
lene Gas—0.10 MCM (Addl)—0.20 MCM (After expansion), 
Nitrogen Gas—0.50 MCM-(NA/SE) 

M/s Shri Ambica Mills Ltd, Kankaria, Ahmedabad-380008, 
(Baroda-Gujarat)—Glycol Ethers—4,000 tonnes—(NU) 

Mr S. Vijayaraghavan, 3/2, Jagannalhan Road, Nungam- 
bakkam, Madra$-600034, (SrikakuIam-AP) —Furfural—3,000 
MT Furan Rcsins-1,500 MT-(NU). 

Mr Panduranga K. Timblo, Aguem, Margao (Goa), (Ratna- 
giri-Maharashtra)—Oxygen—1.00 MCM, Nitrogen—0.50 MCM, 
Dissolved Acetylene-0.20 MCM—(NU) 

M/s Bombay Chemicals, Nain Krupa, 4th Floor, 118/122, 
Kazi Sayed Street, Bombay-400003, (Gujarat)—Sulphuric Acid 
—16,500 tonnes (with provision for manufacture of 10,000 
tonnes of Oleum within this capacity)—(NA) 

M/s Bayer (India) Ltd, Express Towers, Nariman Point, 
Bombay-400021, (Thana-Maharashtra) —Fenthion T echnical—^200 
tonnes within existing licensed capacity—(NA) 

M /s Gujarat Agro Oil Enterprises Ltd, Khet-Udyog Bhavan, 
Opp High Court, Navrangpura, Ahmedabad-380014, (Ahmeda- 
bad/Rajkot-Gujarat)—Mixed Fatty Acids -4,500 tonnes, 
Glycerine (By-products)—144 tonnes—(NA) 

M/s Kanoria Chemicals & Industries Ltd, 16A, Brabourne 
Road, Calcutta-1, (Gujarat)—Cellulose Nitrate-Lacquer/Plastic 
grade including Sheets/Rods, Tubes, Moulding Powder and 
Alms—1000 tonnes—(NU) 

M/s Garware Plastics Pvt Ltd, 50-A, Central Salsette Rd, 
Vile Parle (East), Western Express Highway, Bombay-400057, 
(Aurangabad-Maharashtra)—Polyester Film—1500 tonnes (after 
expansion)—(SE) 

M/s Supreme Industrial Ltd, 17/18, Shah Indi Estate, Veera 
Desai Road, Andheri (West), Bombay-400058 (Maharashtra)— 
Co-extruded Polyethylene Aim—1,000 tonnes—(NA) 

M/s Gujarat State Fertilisers Co Ltd, PO Fertilisemagar- 
391750, Dist Baroda (Gujarat)—Sulphuric acid—1,32,000 tonnes 
(with a provision to manufacture 33,000 tonnes of sulphur 
dioxide and 36,300 tonnes of oleum within this capacity)—(NA) 

M/s Wimeo Ltd, Indian Mercantile Chambers, Nicol Road, 
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BaUacIi Estate, Bombay>40003S (Ambarnatli'Maliarashtra)-' 
Magnesium Perchlorate->7S tonnes, Perchlorate Acid—<12^ 
tonnes—(NA) 

Dyestuffs 

M/s Jaysynth Dyechem Pvt Ltd, 303, Nayjivan, 125/127, 
Kazi Sayed Street, Bon]bay*400003 (Tbana-Mabarashtra)— 
Reactive dyes—360 tonnes, Disperse dyes—18 tonnes—(NA) 

Drugs and Pharmaceuticals 

M/s Haffkine Bio-Pharmaceutical Corpn Ltd, (A govt of 
Maharashtra underlaking), Acharya Donde Marg, Parel, 
Bombay.400012 (Maharashtra)—Chloroquine phosphate—SO 
tonnes—(NA) 

M/s Mehta Pharmaceuticals Pvt Ltd, Chheharta, (Amritsar) 
(Amritsar-Puaiab)—Liquorice extract—23 tonnes—(SB) 

Textiles 

MrS.P. Oswal, Spring Field, College Road, Civil Lines, 
Ludhiana (Punjab)—Processing of tubular knit hosiery—1060 
tonnes. Processing of yarn--1060 tonnes. Dyeing of fibre 
(natural/synthetic)—177 tonnes. Processing of fabrics (polyester/ 
blended)—708 tonnes—(NU) 

M/s Hathising Mfg Co Ltd, Saraspur, Ahmedabad-18 
(Ahmedabad-Gujarat)—Cotton yarn—11,000 spindles (addl) 
—25,000 spindles (after expansion) - (SB) 

M/s Asoka Mills Ltd, Railwaypura, Naroda Road, Ahmeda- 
bad-380002 (Ahmedabad-Gujarat)-Spindles (for balancing the 
existing spinning Sl weaving capacity)—4,500 Nos—(SB) 

M/s Asarwa Mills, Prop; Bengal Tea & Industries Ltd, 9, 
Brabouroe Road, Calcutta-700001 (Ahmedabad-Gujarat)— 
Cloth—308 looms (additional)—1,000 looms (after expansion)— 
(SB) 

Paper and Palp 

Mr Mukhinder Singh, Viilette, Simla-2 (Solan-Himachal 
Pradesh)-Wood pulp—22,000 tonnes—(NU) 

M/s Meghalaya Industrial Development Corpn Ltd, Room 
No 413, Meghalaya Addl Sectt Building, Post Box No 9, 
Shillong-l (Bast Khasi Hills-Megalaya)—Sack kraft paper— 
15,750 tonnes—(NU) 

Food Processing Industries 

M/s Kelvinator of India Ltd, 9A, Aiipore Road, Delhi-110054 
(Delhi)—Marine products—8,400 tonnes—(NU) • 

M/s Ajmer Zila Dugadh Utpadak Sahakari Sangh Ltd, Opp 
MTC Ltd, Beawar Road, Ajmer (Rajasthan)—Skimmed milk 
powder—1,700 MT, Casein—35 MT, Butter (byproduct) — 
1,300 MT, Ghee (by-product)—50 MT—(NA) 

M/s Jaipur Zila Dugdh Utpadak Sahakari Sangh Ltd, Bhagat 
Niwas, Sardar Patel Marg, Jaipur (Rajasthan)—Milk powder— 
2,100 tonnes. Casein—70 tonnes, Butter (by-product)-1,400 
tonnes. Ghee (by-product)—130 tonnes. Ice-cream (by-product) 
—35 tonnes—(NU) 

M/s Alwar Zila Dugdh Utpadak Sahakari Sangh Ltd, 201, 
Raghu Marg, Bhagat Singh Ka Choraya, Alwar (Rajasthan)— 
Skimmed milk powder—2,100 MT, Casein—35 MT, Butter (by¬ 
product)-! ,500 MT, Ghee-80 MT-(NU) 


Eubber Goods 

M/s Andhra Pradesh Automobile Tyre & Tubes Ltd, 
3-6-220/18 Hyderguda, Hyderabad-S00029 (Guntur-Andhra 
Pradesh) - Textile reinforced rubber conveyor belting—900 
tonnes. Steel cord reinforced conveyor rubber belting—600 
tonnes, PVC conveyor belting—500 tonnes—(NA) 

Leather and Leather Goods 

Mr K. Ameenur Rehman, 19, Vepery High Road, Madras- 
600003 (N-Arcot-Tamil Nadu)—Leather footwear—7,50,000 
pairs-(NU) 

M/s Leather Industries Dev. Corpn of Maharashtra Ltd, 
Bombay Life Building, 45, Veer Nariman Road, Bombay-400023 
(Aurangabad-Maharashtra)—Finished leather from sheep, goat 
and calf skins—1.2 million pieces—(NU) 

Glue & Gelatin 

M/s Karnataka State Indl Investment & Dev Corpn Ltd, 
Harioivas, 36, Cunninghan Road, Bangalore-52 (Backward area- 
Kamataka)—Gelatin—2,000 tonnes. Ossein—1,200 tonnes, Di¬ 
calcium phosphate —2,000 tonnes—(NU) 

Glass 

M/s Himachal Pradesh Mineral & Indl Dev Corpn Ltd, 
Kishore Bhavan, The Mall, Simla-1 (Una-Himachal Pradesh)— 
Fibre glass—4,000 tonnes—(NU) 

M/s Kerala Stale Indl Dev Corpn Ltd, PB No 105, 
'Purushotham’, Sasthamangalam, Trivandrum-10 (Alleppey- 
Kerala)—Fibre glass—4,000 tonnes—(NU) 

M/s Industrial Promotion & Investment Corpn of Orissa Ltd, 
3-A, Satyanagar, Bhubaneswar (Mayurbhanj-Orissa)—Fibreglass 
—4,000 tonnes—(NU) 

M/s Karnataka State industrial Investment and Develop¬ 
ment Corpn Ltd, ‘Harinivas', 36, Cunningham Road, Banga¬ 
lore-560052, (Backward Arca-Karnataka)—Fibre Glass—4,000 
tonnes—(NU) 

Cement and Gypsum Products 

Mr Narayandas Hiralal Khandelwal, C/o M/s Pannalal 
Hiraial & Co, Old Cotton Market, Post Box No 40, 
Akola-444001, (Aurangabad-Maharashtra)—Mill Board—tOO 
tonnes. Asbestos Textiles—600 tonnes—(NU) 

Mrs Nirmala R. Khatau, 15-A, Jamnadas Mehta Rd, 6th 
Floor, Malabar Hill, Bombay-400006, (Backward Area-Gujaiat) 
—Mill Board—500 tonnes—(NU) 

Mrs S.N. Parikh, 1330, Kanji Devan Lane, Rajamehats 
Street, Ahmedabad-1, (Panchmahal-Gujarat)—Mill Board—750 
tonnes—(NU) 

Changes in the Names of Owners or 
Undertakings 

(Information pertains to particular licences only) 

M/s Rajasthan State Industrial & Mineral Development 
Corpn Ltd, Jaipur to M/s Banswara Syntex Ltd. 

M/s Metal Rolling Works Pvt Ltd to M/s Metal Roliiog 
Works Ltd 

M/s Indian Crane Co Ltd, Calcutta to M/s Tractors India 
Ltd, Calcutta 
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M/s Particle Boards India Ltd to M/s Jolly Anil India Ltd 
Mr Tej Bahadur Gangwar, MLA, Bilaspur Kisao, Sahakeri 
Chini Mills Ltd to Bilaspur Kisan Sahakari Chini Mills Ltd, 
Bilaspur, Distt Pilibhit, UP 

Industrial and Agricultural Engineering Co (Bombay) Pvt 
Ltd to Industrial and Agricultural Engineering Co (Bombay) 
Ltd 

M/s Cutler Hammer India Ltd to M/s Bhartia Cutler-Ham¬ 
mer Ltd 

Licences Revoked or Cencelled 

(Information pertains to particular licences only) 

M/s Siliguri Steels Ltd, Calcutta—Steel Ingots—(Revoked) 
M/s Columbian Carbon (India) Ltd, Bombay-Carbon 
Black—(Revoked) 

M/s Hissar Tubes Pvt Ltd, Bahadurgarh (Distt Rohtak)— 
Steel Pipes and Tubes—(Cancelled) 

M/s Asian Cables Corporation Ltd, Bombay—Paper and 
Cotton Covered Wires and Strips—(Revoked) 

M/s Kangsabati Steel Plant Ltd, Calcutta—MS Billets and 
High Carbon Steel Billets—(Revoked) 

M/s Assam Industrial Development Corporation Ltd, 
Gauhati—Cement—(Cancelled) 

M/s Zenith Alloys and Steels Ltd, Calcutta—MS Ingots— 
(Revoked) 

M/s K. Steel (P) Ltd, Jamshedpur (Bihar)—MS Ingots— 
(Revoked) 

Mr Nand Kishore Agarwal, C/o Nav Bharat Machine and 
Engg Co, Bombay- -Pulp and Packing and Wrapping Paper— 
(Revoked) 

M/s Dalmia Cement (Bharat) Ltd, Dalmiapuram (Tamil 
Nadu)—Shaft Kiln Cement Plant—(Revoked) 

M/s Shriram Sahakari Sakhar Karkhana Ltd, Pliattan, Distt 
Satara, Maharashtra ■ -Sugar—(Revoked) 

M/s Tlie Challapalli Sugars Ltd, Madras—Sugar—(Revoked) 
M/s Industrial Products Co—Writting and Printing Paper— 
—(Revoked) 

M/s Baldcv Steels Ltd, r)elhi-52—MS lngots.-.(Rcvoked) 

Letters of Intent Lepsed or Cancelled 

(Information pertains to particular letters of intent only) 

M/s Excel Industries Ltd, Bombay, (Gujarat)—Diethyl 
Thio-phosphoryI Chloride—(Cancelled) 

M/s Gujarat Industrial Investment Corpn Ltd, New Delhi, 
(Gujarat)—Mild steel and low carbon steel billet—(Lapsed) 

M/s Karnataka Slate Industrial investment and Dev 
Corpn Ltd, Bangalore, (Karnataka)—Carburettors - (Cancelled) 
Mr P.C, Jhunjhunwala. Rampur (UP) - Sulphuric Acid — 
(Lapsed) 

Mr Binod Kumar Kanoria, Calcutta, (Karnataka)—Caustic 
Soda—(Lapsed) 

M/s Kangsabati Steel Plant Ltd, Calcutta, (West Bengal) — 
IngotAind Structural, Bars and Sections—(Cancelled) 

M/s The State Industrial & Investment Corpn of Maha¬ 
rashtra Ltd, Bombay-1, (Maharashtra)—Sponge Iron—(Cancel¬ 
led) 


M/s East Anglia Plastics (India) Ltd, Calcutta, (West 
Bengal)—Malathion Technical-r(Lapsed) 

M/s Andhra Cement Co Ltd,'Madras, (Andhra Pradesh)— 
Sponge Iron—(Cancelled) 

M/s Haryana State Indl Dev Corpn Ltd, Chandigarh, 
(Haryana)—Hard Ferrites - (Cancelled) 

M/s Haryana State Indl Dev Corpn Ltd, Chandigarh, 
(Haryana)—External Pacemakers and Electrodes)—(Lapsed) 

Mr Sardari Lai, New Delhi, (Maharashtra)—High Pres¬ 
sure Fittings—(Lapsed) 

M/s Shree Bhawani Cotton Mills Ltd, Delhi, (UP) — 
Precious Metal Contact Points and Bimetal Strips—(Lapsed) 

M/s Dalai Engg Ltd, Bombay, (Maharashtra)—Spray 
driers -(Cancelled) 

Mr Vinay Rai, New Delhi, (Maharashtra)—Copper Clad 
Aluminium Wire Rods/Scctions—(Lapsed) 

Mr Shiv Prakash Seth, Bombay, (Maharashtra)~Card 
Clothing for Woollen Industry—(Lapsed) 

Mr Prem Kumar Goyal, Delhi, (Rajasthan)—Sulphuric 
Acid—(Cancelled) 

M/s Super Coil Springs Mfg Co Pvt Ltd, Bombay. (Maha- 
tashtra)—Industrial Springs—(Lapsed) 

Mr Y.K. Gupta, Delhi, (Haryana)—Copper Clad AIu- 
minium Wire Rods, Flats and Profiles etc—(Cancelled) 

M/s Chemical Construction Co (P) Ltd, New Delhi, 
(Haryana)—Calcium Carbide Furnaces—(Lapsed) 

M/s Bajrangbali Engg Co Ltd, Howrah, (West Bengal)— 
Rim Section etc-(Cancelled) 

M/s Andhra Pradesh State Agro Industries Corpn Ltd, 
Hyderabad, (Andhra Pradesh)—Malathion Technical - (Cancel¬ 
led) 

M/s Kamani Engg Corpn Ltd, Bombay, (Maharashtra)— 
Industrial Fasteners—(Lapsed) 

Mr Krishna Mohan GoJ, Calcutta, (UP)—Industrial 
Gases—(Lapsed) 

M/s Vale Electrical Industries, Bangalore, (Karnataka)— 
Circuit Breakers, motor starters etc—(Lapsed) 

M/s Mochem Ltd, Thana (Maharashtra), (Maharashtra)— 
Wire Enamels—(Lapsed) ■ 

M/s Tamil Nadu Indl Dev Corpn Ltd, Madras, (Tamil 
Nadu)-Metal Cased Solid Tantalum Capacitors—(Lapsed) 

M/s Southern Steel Ltd, Hyderabad, (Karnataka)—Writing 
& Printing Paper—(Lapsed) 

Mr Jasubhai Ramniklal Shah, Bombay, (Gujarat)—Writing 
& Printing Paper—(Lapsed) 

Mr Ramanand Sagar, Bombay, (J & K)—Packing & Wrap¬ 
ping Paper—(Lapsed) 

M/sG. Lochan & Co (P) Ltd, Calcutta, (West Bengal)— 
High Strength Kraft Paper—(Lapsed) 

Mr Romesh Dhingra, New Delhi, (Haryana)—Bicycle Rims 
and Chainwheel Crank Assembly—(Lapsed) 

Mr Naresh Kumar Garg, New Delhi (Haryana)—Packing 
A Wrapping Paper—(Lapsed) 

M/s Ajanta Paper & Genl Products Pvt Ltd, Thana, (Maha¬ 
rashtra)—Filter Paper—(Lapsed) 
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Performance of the public 
sector undertakings 



AND 

STATISTICS 


According to the annual report on the working of 
the industrial and commercial undertakings of 
the central government for the year 1976-77, there 
were 145 undertakings under* construction and In 
running stage, which were directly under the manage¬ 
ment of the central government. In 1975-76 and In 
1974-75 the total number of enterprises was 129. 

The total investment (paid-up payment of income tax by the 


capital and long term loans) in 
the 145 concerns in 1976-77 
amounted to Rs 11,097 crores 


companies aggregating to 
Rs 236.58 crores the net profit 
after tax amounts to Rs 239.59 


as against Rs 8973 crores in the crores. This compares 


129 enterprises in 1975-76 and 
Rs 7261 crores in the 129 
enterprises in 1974-75. These 
investment figures do not 
include amounts secured by 
the enterprises under cash- 
credit arrangement with the 
banks and deferred credits for 
raw materials from foreign 
suppliers. The annual rate of 
growth of investment in the 
year 1976-77 over the preced¬ 
ing year worked out as 23.67 
per cent as against the annual 
rates of 24.8 per cent and 16 
per cent in 1975-76 and 
1974.75. 

The names of the enterprises, 
the administrative ministries res- 
ponsibile for their managements 
and the total investments therein 
are given in Annexure, page 448. 
The list includes 10 enterprises 
under construction, 7 insurance 
corporations, the National 
Textile Corporation Ltd and 
3 companies registered under 
Section 25 of the Companies 
Act (i.e. the non-profit making 
companies) and 135 running 
enterprises. The performance 
review relates to 135 running 
concerns. 

The 135 operating enter¬ 
prises collectively earned a net 
profit before tax aggregating 
to Rs 476.17 crores. After 


Rs 129.1] crores net after taxes 
in 1975-76 and a net profit of 


The value of inventories held 
by running concerns as on 
March 31, 1977 amounted to 
Rs 6335 crores. This includes 
Rs 2572 crores of stock held 
by Food Corporation of India. 
Excluding this, the net inven¬ 
tory of Rs 3763 crores consti¬ 
tutes 3.7 months’ ootput/turn- 
over for 1975-76. 

Foreign exchange earnings 
through exports of goods and 
trading amounted to Rs 2248.06 


Rs 183.55 crores in 1974-75. 

ciores in 1976-77 as 

against 



(Rs in crores) 

• 

1976-77 

1975-76 

1974-75 

Net profit before tax 

Tax 

476.17 

236.58 

305.65 

176.54 

312.48 

128.93 

Net profit after tax 

239.59 

129.11 

183.55 

On a capital employed of 

Rs 1535.83 

crores in 

1975-76 


Rs 10861 crores as on March 
31, 1977 the gross profit after 
providing for depreciation and 
deferred revenue expenditure 
amounted to Rs 1053.57 crores. 
The return on capital employed 
works out to 9,7 per cent. 

Net profit after tax* as a per¬ 
centage on year end paid up 
capita] was 4.6 per cent as 
compared to 2.9 per cent in 
1975^76. 

The sales turnover of the 
enterprises during 1976-77 
amounted to Rs 14542 crores 
as against Rs 11688 crores in 

1975- 76 and registered a 24.4 
per cent increase. The turnover 
as a percentage of capital emp¬ 
loyed was 133.9 percent in 

1976- 77 as compared to 132.4 
per cent in 1975-76. 


and Rs 1113.48 crores in 
1974-75. 

During the fourth Plan 
period ending 1973-74 the 
contribution to the public 
exchequer by way of dividends, 
interest, income tax and excise 
duty amounted to Rs 3120 


crores. Their contribution to 
the exchequer during the year 
1974-73. 1975-76 and 1976-77 
amounted to Rs 1130 crores, 
Rs 1368 crores and Rs 1597 
crores respectively, as given in 
table below. 

Internal resources generated 
by the public enterprises during 
the fourth Plan amounted to 
Rs 1260 crores as against the 
target of Rs 1265 crores, 99.6 
per cent achievement. Accord¬ 
ing to the fifth five-year Plan, 
resources to the extent of 
Rs 1615 crores is expected to 
be generated during the first 
three years of the Plan. Against 
this, the resources generation 
was Rs 580 crores in 1974-75, 
Rs 526 crores in 1975-76 and 
Rs 719 crores in 1976-77. In 
other words in the first three 
years of the Plan, the achieve¬ 
ment was Rs 1825 crores and 
higher than the target. 

There has been an improve¬ 
ment in the capacity utilisation 
in the manufacturing group of 
industries. In 1976-77, 76 units 
recorded capacity utilisation of 
more than 75 per cent as 
against 69 in the previous 
year. Capacity utilisation in 

(Rs in crores) 



1976-77 

1975-76 

1974-75 

Dividends 

50 

21 

20 

Interest 

221 

172 

133 

Income tax 

237 

177 

. 129 

Excise duty 

1089 

998 

848 


1597 

1368 

1130 
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24 units was ranging betw^n 
50-75 per cent in 1976-77 as 
against 28 in the previous year. 
Only 17 units operated below 
SO per cent capacity utilisation 
during the year as compared 
to IS in the previous year. 

Groupwisc analysis shows 
that the capacity utilisation 
was the high in steel, coal, 
transportation equipments, 
petroleum and chemicals and 
consumer goods groups. In 
respect of other groups the 
picture was one of mixed pat¬ 
tern. 

The total number of emp¬ 


loyees in the various groups 
of undertakings was J5.7S 
lakhs in 1976-77 u against 
15.05 lakhs in 1973-76. This 
does n6t include data relating 
to the National Textile Corpo¬ 
ration and its subsidiaries 
accounting for about 2.0 lakh 
employees. The total employees 
in 1974-75 numbered 14.31 
lakhs. The increase in employ¬ 
ment in 1976-77 and 1975-76 
was 4.65 per cent and 5.1 per 
cent respectively. In 1975-76 
the total outgo on account of 
salary and wages and other 
benefits including bonus was 


Rs 1351.79 crores which rose 
to Rs 1407.51 crores in 1976-77 
registering a 4.12 per cent 
inerease over the previous year. 

The total gross capital expen¬ 
diture on townships amounted 
to Rs406.91 croresout of atotal 
gross fixed assets of the pub¬ 
lic enterprises of Rs 11451.2 
crores. The actual expenditure 
on township, therefore, consti¬ 
tuted 3.6 per cent of the total 
gross investment in fixed assets. 

Considering the critical role 
of housing in the economy the 
public enterprises have made 
a significant contribution by 


adding more than 4 lakh 
houses to the total number of 
bousing in new areas. 

The public enterprises have 
spent a net amount of Rs 39.49 
crores on the maintenance of 
townships. In addition, a sum 
of Rs 55.11 crores has been 
spent on social overheads like 
provision of education and 
medical care etc. 

The total expenditure on 
employees’ welfare through 
provision of houses, education 
and medical facilities amount, 
ed to Rs 94.60 crores in 
1976-77. 


Five Year Profile of Public Enterprises 
(Ten Indicators) 


1972-73 1973-74 1974-75 1975-76 1976-77 


1. Investment 



(Rs crores) 5571 

6237 

7261 

8973 

11097 

2. 

Turnover 

(Rs crores) 5299 

6777 

10217 

11688 

14542 

3. 

Gross profit 

(Rs crores) (before 

interest & tax) 245 

273 

559 

668 

1054 

4. 

Net profit (Rs crores) 
(before tax) 83 

149 

312 

306 

476 

5. 

Net profit (Rs crores) 
(after tax) 18 

64 

184 

129 

240 

6. 

Internal resources 
generated (Rs crores) 260 

387 

580 

526 

719 

7. 

Return on capital 
cmployed(%) 5.1 

5.2 

8.4 

7.6 

9.7 

8. 

Return on paid-up 
capital (%) 0.6 

1.9 

4.9 

2.9 

4.6 

9. 

Employment 

(No. laklis) 9.32 

13.14 

14.08 

15.05 

15.75 

10. 

Expenditure on Employees 






(a) Salaries & wages 
etc (Rs crores) 541 

749 

1060 

1352 

1408 


(b) Expenditure on 
social benefits & 






housing (Rs crores) 41 

53 

73 

89 

95 


582 

802 

1133 

1441 

1503 




ANNEXURE 

Top Ten Enterprises 

In Terms of Investment as on March 31,1977 


Name of the enterprise Amount % of total 

(Rs in crores) 


1. 

Bokaro Steel Ltd 

1341 

12-1 

2. 

Hindustan Steel Ltd 

1209 

10.9 

3. 

Fertilizer Corporation of India Ltd 

1110 

10.0 

4. 

Shipping Corporation of India Ltd 

503 

4.5 

5. 

Food Corporation of India Ltd 

429 

3.9 

6. 

Oil & Natural Gas Commission 

421 

3.8 

7. 

Central Coa] Fields Ltd 

403 

3.6 

8. 

Heavy Engineering Corporation Ltd 

307 

2.8 

9. 

Bharat Heavy Electricals Ltd 

297 

2.7 

10. 

Bharat Coaking Coal Ltd 

244 

2.2 


Total for the ten enterprises 

6264 

56.5 


Total for all enterprises 

11097 

100 


In Terms of Turnover During 1976-77 


Name of the enterprise Gross sales ^age of 



turnover 
(Rs crores) 

total 

1. 

Indian Oil Corporation 

2670.54 

18.4 

2. 

Food Corporation of India Ltd 

2175.05 

15.0 

3. 

Hindustan Steel Ltd 

1076.90 

7.4 

4. 

State Trading Corporation 

1037.94 

7.1 

5. 

Minerals and Metals Trading 




Corporation Ltd 

843.49 

5.8 

6. 

Bharat Petroleum Corporation Ltd 

522.09 ’ 

3.6 

7. 

Hindustan Petroleum Corporation 

511.35 

3.5 

8 . 

Bharat Heavy Electricals Ltd 

470.19 

3.2 

9. 

Air-India 

272.27 

1.9 

10. 

Shipping Corporation of India 

258*75 

1.8 


Total for the tea enterprises 

9838.57 

67.7 


Total for all enterprises 

14542.23 

100 
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■ TeriM of Their Pntt before Thx Dortag I9T6<77 


fome of the enterprise Amount (Rs crores) 


1. Indian Oil Coiporation 106'41 

2. Hindustan Steel Ltd 79.46 

3. Bharat Heavy Electricals Ltd 59.62 

4. Minerals & Metals Trading Corporation of India 

Ltd 49.05 

5. Oil & Natural Gas Commission 38.02 

6. State Trading Corporation 32.02 

7. Indian Airlines 20.74 

8. Hydro Carbons India Private Ltd 20.43 

9. Air-India 17.59 

0. Neyveli Lignite Corporation 14.25 

B Terau of Em]doynient During 1976-77 

fame of the enterprise Number of employees 

1. Eastern Coal Fields Ltd 1,86,553 

2. Bharat Coking Coal Ltd 1,69,435 

3. Hindustan Steel Ltd 1,29,571 

4. Central Coal Fields Ltd 1,12,194 

5. Western Coal Fields Ltd 1,10,681 

6- Food Corporation of India 63,057 

7. Bhaiat Heavy Electricals Ltd 53,600 

8- Indian Iron and Steel Company 40,934 

9. Hindustan Aeronautics Ltd 39.796 

10. Bokaro Steel Ltd 52,885 

. . ■. . ■— -— - - -- 

[n Terms of Tax Provided for During 1976-77 

Name of the enterprise Amount (Rs crores) 

1. Indian Oil Corporation 58-00 

2. Minerals & Metals Trading Corporation 32.38 

3. Bharat Heavy Electricals Ltd 31.50 

4- Hydro Carbons India Ltd 20.83 

5- Slate Trading Corporation of India 17-22 

6. Indian Petrochemicals Corporation 5.35 

7- Indian Telephone Industries Ltd 5.00 

8. Hindustan Petroleum Corporation 4 - 87 

9. BhariU Petroleum Corporation 4.27 

10. Bharat Electronics Ltd 4.15 


Performaoce Details, Overall Investment and 
Long Term Growth Trend 

As on March 31, 1977 the overall investment (paid-up 
capital and long term loans) amounted to Rs. 11,097 crores. Of 
this total investment, paid-up capital accounted for Rs 5,413 
crores and loans R$ 5,684 crores. The investments made by the 
central and state governments and other parties is as follows*- 
__ (Rs in crores) 


Central government 

9569 

State governments 

15 

Private parties (Indian) 

908 

Private parties (Foreign) 

605 

Total 

11097 


The Plua-wise tad Amuul Growth Tread ia iovestaieat in the 
Central Eaterprises 


Period 

Number of 
enterprises 

Investment 
(Rs crores) 

As on April 1,1951 (beginning of 



I five-year Plan) 

5 

29 

As on April], 1956 (beginning of 

11 five-year Plan) 

21 

81 

As on April I, 1961 (beginning of 

III five-year Plan) 

48 

953 

As on March 31, 1966 (end of the 

III five-year Plan) 

74 

2415 

As on April 1, 1969 (beginning of 

IV five-year Plan) 

85 

3902 

As on April 1, 1974 (beginning of 

V five-year Plan) 

122 

6237 

As on April I, 1975 

129 

7261 

As on April 1, 1976 

129 

8973 

As on April 1, 1977 

144 

11097 


The Pattern of Investment by Different Sectors as at the 

End of 1976-77 

At the end 

At the 

of 1976-77 

% 1975-76 % 

(Rs crores) 

(Rs crores) 


Enterprises Producing & Selling Goods 


Steel 

2864 31 

25.8 

2570.40 

28.6 

Minerals & Metals—other 
than Coal 

704.25 

6.4 

461.59 

5.1 

Minerals & Metals—Coal 

1277.09 

11.5 

920.86 

10.3 

Petroleum 

689.71 

6.2 

466.20 

5.2 

Chemicals & Pharmaceuticals 

2076.22 

18.7 

1470.68 

16.4 

Heavy Engineering 

803.34 

7.3 

776.22 

8.7 

Medium Sc Light Engineering 

215.78 

2.0 

193.67 

2.1 

Transportation Equipment 

335.41 

3.0 

302.74 

3.4 

Consumer Goods 

178.25 

1.6 

108.19 

1.2 

Agro-based Enterprises 

11.49 

0.1 

10.41 

0.1 

Service Enterprises 

Trading Sc Marketing Services 

527.73 

48 

467.61 

5.2 

Transportation Services 

933.29 

8.4 

860.73 

9.6 

Contracts Sc Construction 
Services 

38.12 

0.3 

29.11 

0.3 

Industrial Development Sc Tech 
nical Consultancy Services 

3 86 

0.1 

5.29 

0.1 

Development of Small Industries 46.26 

04 

42.63. 

0.5 

Tourist Services 

20.12 

0.2 

20.18 

0.2 

Financial Services 

370.78 

3.3 

226.04 

3.0 

Total 

11096.51 1 

100.0 

8972.55 100.00 
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Enferpckw Whose Net lofestnait Exceeds Re 20 Crates 
DnriDg 1976-77 

(Rscrores) 


1. National Fertiliters Ltd 175 

2. Bokaro Steel Ltd 144 

3. Hindustan Steel Ltd . , 101 

4. Indian Iron &, Steel Co Ltd (New 

company acquired) 108 

5. Bharat Aluiwnium Co . .36 

6. Hindustan Zinc Ltd 35 

7. National Hydro-Electric Power Corpn Ltd 37 

8. National Mineral Dev Corpn Ltd 27 

9. Coal India Ltd 346 

10. Kudremukh Iron Ore Co Ltd 128 

11. * Oil ft Natural Gas Commission 141 

12. Fertilizer Corporation of India 286 

13. Indian Petrochemicals Corpn Ltd 91 

14. Food Corporation of India 43 

15. Indian Airlines 67 

16. Housing ft Urban Dev Corporation 24 

17. Rural Electrification Corporation 24 

Total 1813 


Operating Results of the Running Enterprises 
During 1972-73 to 1976-77 


(Rs crores) 



1976- 

77 

1975- 

76 

1974- 

75 

1973- 

74 

1972- 

73 

1. Gross surplus 

1503 

1051 

894 

569 

492 

2. Depreciation & 
amortisation 

400 

345 

305 

259 

235 

3. Write off of deferred 
revenue expenditure 

49 

38 

30 

38 

12 

4. Gross profit before 
interest 

1054 

668 

559 

272 

245 

5. Interest 

578 

363 

246 

124 

162 

6. Net profit before tax 

476 

305 

313 

148 

83 

7. Tax 

236 

176 

129 

84 

65 

8. Net profit alter tax 

240 

129 

184 

64 

18 

Paid-up Capital and Capital Employed 
Paid-up capital 5186 4533 

3770 

3310 

2954 

Capital employed 

10861 

8824 

6627 

5256 

4756 

Profitability Ratios 
Turnover as % on 
capital employed 

133.9 

132.4 

154.2 

128.9 

110.6 

Gross profit as % on 
capital employed 

9.7 

7.6 

8.4 

5.2 

5.1 

Net profit after tax as 
% on paid-up capital 

4.6 

19 

4.9 

1.9 

0.6 


Compnratire Ptctw* the Gnwp-wiee PerfteaMee 
during 197»-77and 1975-76 

(Rs in crores) 



1976-77 

1975-76 

Category 

Net 

profit 

Net 

loss 

Net 

profit 

Net 

loss 

I. Enterprises Producing Goods 




Steel 

81.25 

14.75 

44.66 

16.94 

Minerals & Metals 

(3) 

(1) 

(2) 

(1) 

(a) Coal 

15.70 

(3) 

46.94 

(4) 

— 

27.93 

(1) 

(b) Other than Coal 

8.58 

8.10 

13.89 ■ 

15.99 


(4) 

(7) 

(3) 

(9) 

Petroleum 

Chemicals 8c Pharmaceuti- 

170.8 

(II) 


131.40 

(9) 


cals 

24.87 

49.22 

24.86 

40.32 


(6) 

(4) 

(8) 

(3) 

Heavy Engineering 

64.23 

6.60 

60.26 

8.63 

Medium 8c Light Engineer- 

(7) 

(3) 

(6) 

(4) 

ing 

36.08 

2.34 

27.44 

0.60 


(11) 

(4) 

(11) 

(3) 

Transport Equipment 

24.71 

6.15 

24.79 

8.03 


(6) 

(3) 

(6) 

(2) 

Consumer Goods 

3.10 

4.79 

1.98 

1.97 


(4) 

(4) 

(5) 

(3) 

Agro-based products 

0.90 

1.51 

0.90 

0.58 


(1) 

(2) 

(1) 

(2) 

Total 

449.93 

140.40 

330.10 

120.99 

(56) 

11. Enterprises Rendering Services 
Trading & Marketing 

(33) 

(51) 

(28) 

Services 

107.89 

(171 

0.55 

(3) 

59.85 

(17) 


Transportation Services 

45.96 

3.95 

28.58 

2.86 


(4) 

(2) 

(5) 

(2) 

Contract 8c Construction 

3.22 

0.76 

2.39 

1.09 

Industrial Development & 
Technical Consultancy 

(4) 

(3) 

(3) 

(2) 

Services 

Small Industries Deve- 

3.99 

(6) 


2.44 

(6) 


lopment 

0.15 

(1) 

0.72 

(I) 

0.08 

(2) 


Tourist Services 

1.33 

0.07 

0.77 

0.88 


(1) 

(1) 

(1) 

(1) 

Financial Services 

10.15 

— 

.7.34 

0.16 


(3) 


(2) 

(1) 

Total 

172.69 

6.05 

101.45 

4.99 

Total All Running 

(36) 

(10) 

(36) 

(«) 

Concerns 

602.12 

126.02 

431.63 

125.98 


(92) 

(43) 

(87) 

(34) 
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Eateipriaes Whose Pr^abilHy bos Shown Improvement 
ns Compared to the Previous Year 

(Rs in lakhs) 


SI. Name of the 1976-77 

No. entrerprise profit after 

tax 

1976-77 
profit be¬ 
fore tax 

1975-76 
profit be¬ 
fore tax 

1 2 

3 

4 


5 

1. Bokaro Steel Ltd. 

176 

176 

(- 

-)1694 

2. Hindustan Steel Ltd. 

7946 

7946 

4466 

3. Steel Authority of India 

3 

3 


— 

4. Bharat Gold Mines (- 

-)124 

(-)124 

(- 

-)250 

5. Bharat Aluminium Co. Ltd. (- 

-)361 

(-)361 

(- 

-)481 

6. Hindustan Copper Ltd. 

201 

201 

(- 

-)230 

7. Indian Rare Earths Ltd. 

160 

383 


258 

8. India Fire Bricks & Insula- 





tion Ltd. (- 

-)20 

(-)20 


-)112 

9. Pyrites, Phosphates Sc 




Chemicals Ltd. 

6 

6 


(-)3 

10. Uranium Corporation of 




India Ltd. (- 

-)40 

(H40 

(-)45 

11. Central Coal Fields Ltd. 

145 

145 


-- 

12. Coal India Ltd. (- 

-)100 

(-)100 

(- 

•)2793 

13. Neyveli Lignite Corpn. Ltd. 

1425 

1425 

•(- 

-)415 

14. Bharat Petroleum Corporation 

166 

593 


— . 

15. Caltex Oil Refinery 

31 

31 


—i 

16. Hindustan Petroleum 





Corpn. Ltd. 

280 

767 


323 

17. Indian Oil Blending 

24 

43 


20 

18. Indian Oil Corporation 

4841 

10641 


5241 

19. Lubrizol India Ltd. 

172 

364 


236 

20. Hindustan Antibiotics Ltd, ( 

-)54 

(-)54 

(- 

-)292 

21. Hindustan Organic Chemicals 





Ltd. 

329 

329 


255 

22. Indian Drugs & Pharmaceuti¬ 





cals Ltd, 

432 

432 


355 

23. Madras Fertilizers Ltd. 

336 

336 


220 

24. Bharat Heavy Electricals Ltd. 

2812 

5962 


5224 

25. Bridge & Roof Co. Ltd. 

17 

17 

(- 

-)135 

26. Bharat Heavy Plate & 



• 


Vessels Ltd. (— )66 

(-)66 

( 

)93 

27. Braithwaite & Co. (—)287 

(-)287 

(- 

-)390 

28. Burn Standard Ltd. (— 

-)307 

(-)307 

(- 

-)433 

29. Heavy Engineering Corpn. 

326 

326 


214 

30. Tungabhadra Steel Projects 

11 

11 


10 

31. Jessop St Co. 

65 

65 


12 

32. Balmer Lawrie 

26 

67 


51 

33. Bharat Electronics Ltd. 

295 

710 


503 

34. Hindustan Cables Ltd. 

207 

438 


249 

35. Hindustan Teleprinters Ltd. 

71 

153 


109 

36. Indian Telephone Industries 

538 

1038 


731 

37. Instrumentation Ltd. 

119 

173 


64 

38. Praga Tools Ltd. 

48 

48 


(-)l 

39. Bharat Earth Movers Ltd. 

421 

811 


773 


1 2 

3 

4 

5 

40. Central Inland Water 

Transport Corpn. (• 

-)353 

(—)353 

(-)476 

41. Garden Reach Shipbuilders 
& Engg. Ltd. 

33 

38 

31 

42. Goa Shipyard Ltd. 

24 

28 

7 

43. Hindustan Shipyard Ltd. 

280 

280 

in 

44. Mazagaon Dock Ltd. 

232 

• 392 

388 

45. Scooters India Ltd. (- 

-)248 

(-)248 

(-)327 

46. Hindustan Latex Ltd. 

19 

30 

20 

47. Modern Bakeries (I) Ltd. 

23 

43 

18 

48. Banana & Fruit Dev. Corpn. 

(-)35 

(-)35 

(-)40 

49. Central Warehousing Co.rpn. 

251 

292 

170 

50. Cotton Corpn. of India Ltd. 

131 

291 

188 

51. HMT International 

22 

22 

19 

52. Handicrafts & Handlooms 
Export Corpn. 

112 

112 

75 

53. Indian Motion Picture Export 
Corpn. 

8 

8 

- - 

54. Jute Corpn. of India 

27 

68 

67 

55. Metal Scrap Trade Corpn. 

10 

30 

16 

56. Mica Trading Corpn. 

9 

21 

2 

57. Minerals & Metals Trading 
Corpn. of India 

1667 

4905 

2992 

58. Projects & Equipment Corpn. 

75 

242 

120 

59. State Chemicals & Pharma¬ 
ceuticals Ltd. 

137 

492 

_ 

60. SAIL (International) Ltd. 

120 

460 

101 

61. State Trading Corporation 
of India 

1480 

3202 

1455 

62. Air-India 

1759 

1759 

635 

63. Indian Airlines 

2064 

2074 

780 

64. Air-India Charters Ltd. 

(-)l 

(-)l 

(-)2 

65. Mineral Exploration Corpn. 

105 

105 

(-)73 

66. Indian Railway Construe, 
tion Co. 

(-)IO 

(-)io 

,_ _ 

67. Indian Road Construction Co. 

(-)2 

(-)2 

— 

68. Engineers Indian Ltd. 

122 

in 

130 

69. Engineering Projects India Ltd. 

39 

39 

13 

70. Metallurgical & Engg. Consul¬ 
tants of India Ltd. 

92 

92 

57 

71. Rail India Technical & Econo¬ 
mic Services Ltd. 

12 

12 

4 

72. Delhi State Industrial Dev. 
Corpn. Ltd. 

15 

15 

4 

73. Hotel Corpn. of India Ltd. 

(-)7 

(-)7 

(-)« 

74. India Tourism Dev. Corpn. Ltd. 74 

133 

77 

75. Housing & Urban Dev. 

Corpn. Ltd. 

234 

234 

(-)1« 

76. Rural Electrification Corpn, 

388 

780 

724 

77. Hindustan Photo Films Ltd. 

143 

143 

16 


N.B.: All new companies making profits ate shown in the list. 
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Enterprises Whose Profitability has Shown a Dedbe as 
Compared to the Previous Year 

(Rs in lakhs) 



1976-77 

1976-77 

1975-76 

Name of enterprise 

Loss after 

Loss before Loss be- 


tax 

tax 

fore tax 

(1) 

(2) 

(3) 

(4) 

Indian Iron & Steel Co Ltd. 

(-)I475 

(-)1475 

(-) 672 

Bharat Refractories Ltd. 

(-) 23 

(-) 23 

(-) 22 

Bolani Ores 

(-) 65 

(-) 65 

(-) 41 

Hindustan Zinc Ltd. 

268 

268 

356 

National Mineral Dev. Corpn. (—) 177 

(-) 177 

68 

Bharat Coking Coal Ltd. 

(-)2152 

(-)2152 

— 

Eastern Coal Fields Ltd. 

(—)2286 

(—)2286 

— 

Western Coal Fields Ltd. 

(-) 156 

(-) 156 

— 

Hydro Carbons India (P) Ltd. 

(-) 40 

2043 

2372 

Fertilizer & Chemicals(T) Ltd. 

(-)1396 

(-)1396 

(-)I284 

Fertilizer Corpn. of India Ltd. 

( -)3445 

(—)3445 

(—)2456 

Sambhar Salts Lid. 

(-) 27 

(-) 27 

20 

Cochin Refineries Ltd. 

133 

202 

411 

Indo-Burma Petroleum Co. 

39 

76 

146 

Madras Refineries Ltd. 

132 

489 

570 

Oil & Natural Gas Commission 

1 3802 

3802 

3821 

Cement Corpn. of India Ltd. 

1 

1 

23 

Hindustan Insecticides Ltd. 

37 

98 

148 

Hindustan Salts Ltd. 

— 

7 

18 

Indian Petro Chemicals Corpn. Ltd. 749 

1284 

1447 

Mining & Allied Machinery Corpn. 35 

35 

40 

Triveni Structurals Ltd. 

7 

7 

26 

Bharat Dynamics Lid. 

6 

6 

10 

Electronics Corpn. of India Ltd. 33 

138 

174 

Hindustan Machine Tools Ltd 
Bharat Pumps and 

491 

821 

822 

Compressors Ltd. 

(-) 121 

(-) 121 

(-) 45 

Biccco Lawrie Ltd. 

(-) 38 

(-) 38 

(-) 14 

Contra! Electronics Ltd. 

(-) 35 

(-1 35 

(-) - 

National Instruments Ltd. 

(-) 40 

(-) 40 

3 

Richardson & Cruddas Ltd. 

16 

16 

28 

Cechin Shipyard Ltd. 

(-) 14 

(-) 14 

— 

Hindustan Aeronautics Ltd. 
Mandya National Paper 

532 

922 

946 

Mills Ltd. 

(-) 59 

(-) 59 

30 

Tannery and Footwear 

Corpn. of India 

National Newsprint and 

(-) 202 

(—) 202 

(-) 28 

Paper Corpn. 

94 

94 

114 

National Seeds Corpn. 

28 

90 

254 

State Farms Corpn. 

(-) 116 

(-) 116 

(-) 18 

Cashew Corpn. of India 

Central Cottage Industries 

113 

278 

466 

Corpn. of India. 

(-) 13 

(-) 13 

— 

Central Fisheries Corpn. 

(-) 37 

(-) 37 

16 

Computer Maintenance Corpn. 

(-) 5 

(-) 5 

— 

Electronics Trade & Technology 



Dev. Corpn. 

2 

4 

8 • 



(2) 

(3) 


(4) 

Food Corporation of India. 

107 

239 


273 

Tea Trading Coipn. 

14 

23 


24 

International Airports Authority 





of India 

92 

332 


410 

Mogul Line Ltd. (- 

-) 400 

(-) 394 

(- 

-) 245 

Shipping Corpn. of India 

365 

431 


1031 

Hindustan Housing 





Factory Ltd. (• 

-) 64 

(-) 64 

(- 

-) 36 

Hindustan Steelworks 





Con.stn. Corpn. 

161 

161 


130 

National Buildings Construction 





Corpn. Ltd. 

27 

56 


95 

National Projects 





Construction Copn. 

— 

— 


14 

National Industrial Dev. Corpn. 

6 

6 


14 

Water & Power Dev. Corpn. 

23 

23 


26 

National Small Industries Corpn. (—)72 

(-) 72 


4 

Film Finance Corpn. 

1 

1 


10 

Bharat Ophthalmic Glass Ltd. (- 

-) 78 

(-) 78 

(- 

-) 46 

Rehabilitation Industries Copm.(- 

-) 140 

(-) 140 

(- 

-) 124 

Figures for 1975-76 of Coal India included all subsidiaries also. 


All new companies making loss in 1976-77 are shown in this list. 


Return on Capital Employed 




Gross 

Capital 

gross pro- 


profit 

employed 

fit to 


(Rs 

(Rs 

capital 


crores) 

crores) 

employed 


1976-77 

1976-77 

1976-77% 

I. Enterprises Producing Goods 





Steel 

118.80 

2005.72 


5.9 

Minerals & Metals other 





than coal 

20.25 

495.05 


4.1 

Coal 

7.31 

742.95 


1.0 

Petroleum 

208.93 

800.83 


26.1 

Chemicals & Pharmaceuticals 

7.83 

719.37 


1.1 

Heavy Engineering 

118.94 

817.55 


14.5 

Medium & Light Engineering 

56.66 

377.03 


15.0 

Transportation Equipment 

37.85 

441.08 


8.6 

Consumer Goods 

4.28 

60.01 


7.1 

Agro-based Products 

0.13 

12.82 


1.0 

Total 

510.98 

6472.44 


9.0 

II. Enterprises Rendering Services 





Trading & Marketing Services 

346.59 

2668.54 


13.0. 

Transportation Services 

85.80 

1036.07 


8.3 

Contracts & Construction 

5.56 

54.14 


10.3 

Industrial Development and 





Technical Consultancy Services 

4.27 

68.01 


6.3 

Small Industries Development 

2.32 

43.12 


5.4 

Tourist Services 

2.46 

29.03 


8.5 

Financial Services 

25.59 

490.10 


5.2 

Total 

472.59 

4389.00 


10.8 

Total of All Running Concerns 

1053.57 

10861.41 


9.7 
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(ks in crores) 


ft«Miireefl fieaeratkn dwtag An 

(Rs in crores) 



No. of 

Depre- 

Retained 

Total 


enterprises 

elation 

profits 


(a) Gross Internal Resources 
(i) Fourth Plan target 
(ii) Actual resources generated 

896 

369 

1205 

Year 

1969-70 

47 

146 

48 

194 

1970-71 

55 

149 

55 

204 

1971-72 

68 

169 

46 

215 

1972-73 

75 

193 

67 

260 

1973-74 

84 

233 

154 

387 


Total 

890 

370 

1260 

(iii) Achievement of 




Plan target 


99.3% 

100.3% 

99.6% 

(iv) No of enterprises Fifth Plan target 

Achievement 


for the first three 




years 




1974-75 

91', 


580 crores 

1975-76 

98 > Rs 1915 crores 

526 

99 

1976-77 

lOlJ 


719 

9 > 


Interest on Income Excise 

Year Dividends central tax duty Total 
govt loans 


(b) Resources Generated and Contributed to Central Government 
Excfae<|ner 


Fourth Plan 


1969-70 

12 

104 

19 

347 

482 

1970-71 

14 

104 

23 

394 

535 

1971-72 

15 

121 

41 

438 

615 

1972-73 

16 

124 

63 

514 

717 

1973-74 

13 

111 

84 

563 

771 

Total 

70 

564 

230 

2256 

3120 

Firth Plan 






1974-75 

20 

133 

J29 

848 

1130 

1975-76 

21 

172 

177 

'998 

1368 

1976-77 

50 

221 

237 

1089 

1597 


_^ ^^5 ._ The significant spurt in growth rate of internal resources in 

Thus in the firstthree years of the fifth Plan actual achievement the last three years was mainly due to sustained improvement in 
was 113 per cent of target. the financial performance of public enterprises. 
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(ftjincrores) 


Year 

Retained by the 
enterprises 

Contributed to 
the exchequer 

Total 

(c) Total Resources Generated and 
Central Exchequer 

Contributed to 

the 

1969-70 

194 

482 

676 

1970-71 

204 

535 

739 

1971-72 

215 

615 

830 

1972-73 

260 

717 

977 

1973-74 

387 

771 

1158 


Total 1260 

3120 

4380 

1974-75 

580 

1130 

1710 

1975-76 

526 

1368 

1894 

1976-77 

719 

1597 

2316 


Groapwbe Turnover: 1974-75 to 1976-77 

(Rs in crores) 

1976-77 1975-76 1974-75 


Enterprises Producing and Selling Goods 


le Steel 

1425 

906 

1058 

2. Minerals and Metals 

(a) Other than coal 

212 

nel 


(b) Coal 

662 

535J 

519 

3. Petroleum 

4625 

3083 

2943 

4. Chemicals and Pharmaceuticals 

562 

474 

410 

5. Heavy Engineering 

720 

567 

405 

6. Medium and Light Engg 

389 

347 

247 

7. Transportation Equipment 

324 

310 

261 

8. Consumer Goods 

74 

64 

47 

9. Agro-based Enterprises 

28 

27 

20 

Total 

9021 

7089 

5910 

Service Enterprises 

10. Trading and Marketing Services 

4527 

3841 

3681 

11. Transportation Services 

706 

556 

453 

12. Contracts and Construction 

Services 

126 

98 

80 

13. Industrial Development and 

Technical Consultancy Services 

85 

40 

25 

14. Small Industries 

25 

27 

32 

15. Tourist Services 

24 

18 

14 

16. Financial Services 

28 

19 

12 

17. Rehabilitation of Sick Industries 

— 

■ — 

10 

Total 

5521 

4599 

4307 

Grand Total 

14542 

11688 

10217 


I*- 


Foreigii kxdtange to i 976 -ff 

(Rs in crores) 


1976-77 

1975-76 

1974-75 

Value of foreign exchange earned by 




(a) Sale of goods 

423 

221 

144 

(b) Sale of services 

409 

310 

228 

(c) Exports earnings of marktiog 




companies 

1416 

1005 

741 

Total 

2248 

1536 

1131 


Foreign Exchange Earnings During 1976-77, 1975-76 
and 1974-75 

(Rs in lakhs) 


1976-77 1975-76 1974-75 


I. Foreign Exchange Earnings Through Exports 


Steel 

20772 

6057 

907 

Minerals and Metals 

7153 

5156 

3627 

Petroleum 

6026 

7086 

7014 

Chemicals & Pharmaceuticals 

175 

144 

54 

Heavy Engineering 

2850 

1144 

1052 

Medium and Light Engineering 

1856 

1082 

609 

Transportation Equipment 

2250 

778 

987 

Consumer Goods 

182 

223 

61 

Agro-based Industry 

17 

113 

29 

Development of Small Industry 

255 

121 

62 

Rehabilitation of Sick Industry 

— 

— 

5 

Industrial Development and 
Technical Consultancy 

809 

213 

15 

Total (I) 

42345 

22117 

14422 

11. Foreign Exchange Earnings Other than Through Exports 

Minerals and Metals 

336 

— 

2 

Petroleum 

322 

322 

178 

Chemicals & Pharmaceuticals 

20 

1 

1 

Transportation Equipment 

797 

533 

746 

Heavy Engineerings 

62 

193 

237 

Medium and Light Engineering 

84 

12 

— 

Transport Services (Air) 

22856 

17754 

11IS4 

Transport Services (Sea) 

14183 

11712 

10188 

Tech. Consultancy Services 

1418 

143 

26 

Tourist Services 

528 

323 

272 

Trading and Marketing 

266 

— 

— 

Total (11) 

40872 

30993 

22804 

III. Expwts Earnings of Marketiag 
Companies 

141589 

100453 

74127 

Total Foreten Exchange Earnings 

(H-IH-III) 

224806 

153563 

111353 
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The Finance minister has drawn up the Janata government’s first budget for a full 
financial year in the light of the party’s economic policy announced in October last 
and under the shadow of the sixth five-year Plan which is being drafted by the Plan, 
ning Commission. He has been charged with fashioning the budget in terms of a new 
agriculture-oriented and employment-intensive strategy for development. He has 
sought to discharge his obligation by providing for an increase in the outlay on the 
annual plan over the previous year and by raising the share of agriculture and rural 
development in this higher outlay. 

The total outlay on the annual plan (including the expenditure by the centre, 
states and union territories) for 1978-79 will be Rs 11,649 crores as against Rs 9,960 
crores in 1977-78. This represents an increase of 17 per cent. The amounts men- 
tioned here, however, arc budget estimates. The actuals of 1977-78 will be somewhat 
different from Rs 9,960 crores. Mr Patel has indicated that the budgetary outlay on 
central plan schemes in Ihe current financial year is expected ^o be Rs 230 crores less 
than the original budgetary provision of Rs 3,978 crores. But central assistance to 
states* plans will be Rs 2,031 crores as against Rs 1,617 crores provided in the budget, 
since the additional sum of Rs 404 crores is being provided as a cover for the gap in 
states’ resources for financing their plans and as advance plan assistance to states 
affected by unprecedented calamities. This means that centre's share of the outlay on 
the plan for 1977-78 has gone up by Rs 184 crores. As against this it seems likely 
that, in spite of additional central assistance, the states probably have not been able 
to spend on their plan schemes as much as they had provided for in their respective 
budgets. Again, the annual plan outlay for 1978-79, in comparison with the budget 
provision, will show a difference of plus or minus in due course. Such variations are 
a familiar feature of budget statistics over the years. Consequently the increase of 
17 per cent in plan outlay now indicated by the Finance minister is not to be taken as 
a precise measurement. 

Subject to this necessary qualification, it may be pointed out that the 17 per 
cent increase proposed for 1978-79 in the total plan outlay docs not compare favour¬ 
ably with the established trend of increases from year to year. Since the beginning 
of the fifth Plan, for instance, the increases over the previous year have been 20.3 per 
cent in 1974-75, 20.9 per cent in 1975-76 and 24.2 per cent in 1976-77. As for 1977- 
78, the Finance minister had said last year that, on the bjsis of the budget estimates 
for both years» the total outlay on the annual plan would represent an increase 
of 25 per cent over the outlay in 1976-77. Judged by these series of figures, the step- 
up in the plan outlay for 1978-79 is modest rather than otherwise. 

What is it that has advised restraint to the Finance minister in this respect? 
Since Mr Patel has not refrained from heavy additional taxation or substautial deficit 
financing, an explanation is to be sought elsewhere. The growth in the non-plan 
expenditure of the central government seems to have had a great deal to do with the 
Finance minister’s decision to limit the allocations from the central budget for central 
plan and assistance to plans of states and union territories to a figure smaller than 
what the government or the ruling party might have preferred. The non.plan pro¬ 
visions in the central budget have gone up by Rs 756 crores. As Mr Patel has pointed 
out, non-plan revenue expenditure in the current financial year has been kept 4)racti. 
cally within the original budget estimates, but the variations in non-plan capital ex¬ 
penditure have been unfavourable. la the new financial year, non-plan revenue expendi¬ 
ture other than Defence is estimated atRs 5,908 crores, showing an increase of Rs 354 
crores over the revised estimates for the current year. Defence expenditure is sub- 




stantially higher at Rs 2,943 crores as 
compared with Rs 2,752 crores in the 
current year. These pressures on the 
receipts of the central government obvi¬ 
ously have a bearing on the size of the 
plan provisions in the central budget for 
1978-79. 

Then there is the question of the op¬ 
portunities or demands for investment on 
plan schemes, whether in the central or 
the state sector. Out of the total plan 
outlay of Rs 11,649 crores, Rs 10,465 
crores or nearly 90 per cent will be absorb¬ 
ed by continuing schemes. The balance 
of Rs 1,184 crores 
Unimpressivo is *^ot in itself an 

projection impressive projec¬ 

tion of plan growth. 
Nevertheless if the government has not 
been more ambitious, one of the reasons 
could be that neither the available projects 
nor the machinery for implementation arc 
on a scale or of a quality which may war¬ 
rant larger financial provisions. The Janata 
party’s political commitments to the intro¬ 
duction of new agricultural and other 
schemes subserving the development of 
rural areas has gone much ahead of the 
practical thinking which has so far been 
done, whether in the centre or the states, 
on the planning or processing of such 
projects. 

It is probably true that the marginal 
productivity of increases in public invest¬ 
ment is still appreciable in the Indian 
context, even after allowance is made for 
the leakages in government spending or 
the slippages in public sector projects or 
development programmes. But this does 
not necessarily support the contention so 
often advanced in support of successive 
annual increases in plan outlays that they 
play a decisive role in sustaining or 
stimulating the growth of the economy as 
a whole. On the contrary, it has been 
our experience that there is no close cor¬ 
respondence between the level of public 
expenditure including plan outlays and the 
behaviour of the level of economic activity 
in our country. 

Variations in the growth of the Gross 
National Product have been brought about 
mainly by movements in agricultural pro¬ 
duction from year to year, which again 
have been largely influenced by the 
weather. The course of industrial pro¬ 
duction, in particular, has shown no great 


sensitivity to the levels of public expendi¬ 
ture. The argument here is not that 
movements in government plan outlays 
or other public expenditure are irrele- 
vant or iodifferent to fortunes of business 
activity, but it does seem to be the case 
that there is not enough evidence that a 
higher level of plan spending or other 
government expenditure could be depend¬ 
ed upon to any great extent for administer¬ 
ing a sufficient stimulus to our economy 
when it tends to be stagnant for a number 
of reasons. In other words the transfer 
of resources to the government sector, 
whether from investment or consump¬ 
tion expenditure in the public sector, does 
not necessarily guarantee to the economy 
the kind of reflationary push it may 
happen to need. It is necessary to make 
this point because the prevailing wisdom 
in some quarters is that economic recovery 
will be round the corner once the due 
ritual of the stepping tip of the annual 
plan provisions in the central and state 
budgets is gone through. 

Indeed there has been no lack of com¬ 
mentators willing to share the Finance 
minister’s faith that the increase in the 
plan outlay he has proposed is a sure and 
sufficient cure for its halting or uneven 
growth. The base for this belief is diffi¬ 
cult to discover, although, it may be 
easier to invent. After all the annual plan 
outlays have been in- 
invented creasing faster in the 

base earlier years without 

exactly producing 
the kind of miracle which is now being 
expected by some of us from Mr Patel’s 
plan provisions for 1978-79. Once allo¬ 
wance is made for ths elTcct of favourable 
weather and the size of agricultural pro¬ 
duction, the behaviour of the economy 
in recent yeais has been innoc.;nt of any 
steady expansionary thrift despite the 
consistently expanding financial dimen¬ 
sions of the annual plans. 

After going through 26 years of plan¬ 
ning, this country should have learnt 
some lessons. The physical productivity 
of preferred investment priorities or pat¬ 
terns is surely more important than the 
financial plan budgeting. Again, the fiscal 
or other economic policies adopted for 
raising money for plan outlays should be 
such as to secure a genuine net increase 
in the community’s total savings or Its 


aggregate Investment in development. So . 
long as thete conditions are not fulfilled, 
increases in plan outlays are no guarantee 
that economic stagnation will be replaced 
by economic expansion. The Finance 
minister’s argument that, by producing a 
larger plan outlay for 1978-79, he has 
done all that is necessary to impart an 
impetus to economic recovery or growth 
is therefore incomplete and unconvincing. 
We have been fed too long on exhorta¬ 
tions in our faith in government planning. 

Among the various increases in plan 
provisions, there are only two which, 
given favourable conditions, could make 
an early impact on production or the pro¬ 
ductivity of the economy. These are the 
increases in outlays on irrigation and elec¬ 
tricity. The plan pro- 
Proviaion for vision for major and 

irrigation medium irrigation 

projects has been 
raised from Rs 1,032 crores to Rs 1,166 
crores and that on minor irrigation from 
Rs 206 crores to Rs 235 crores. An addi¬ 
tional potential of three million hectares 
is expected to be created during 1978-79 
as against 2.3 million hectares in 1977-78. 
This is intended as a first step in a pro¬ 
gramme for additional irrigation potential 
of 17 million hectares during the next 
five years. 

A sum of Rs 244 crores has been 
piovidcd in the central plan for power 
development, while the outlays in the 
plans of the states and union territories 
add up to Rs 1,953 crores. The aggregate 
provision for the power sector in 1978-79 
would therefore be Rs 2,197 crores, which 
compares with the allocation of Rs 1,925 
crores in the current financial year. The 
government’s expectation is that about 
3,000 MW will be commissioned in 1978- 
79, as against about 2,000 MW expected 
in the current year, raising the total gene-" 
rating capacity in the country to 29,000 
MW. 

These outlays on irrigation and power 
certainly hold considerable potential for 
employment, both direct and indirect, and 
in addition they could do a great deal to 
stabilize agricultural and industrial pro¬ 
duction levels. This apart, there are not 
many other increases in the plan provis- 
sions which hold out a promise of admi- 
nistering a stimulus to the economy. For 
instance, a scheme for smaU and marginal 
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farmers and agricultural iabourers, 
schemes for gainful employment in 
rural areas, khadi and village indus« 
tries programmes and rural water supply 
projects have received larger allocations. 
All or most of the expenditure under 
these heads are in the nature of essential 
welfare disbursements. Some of them, 
e.g., rural water supply, are also 
necessary for meeting basic community 
needs but, by and large, they do not 
qualify as investments in economic 
development. Logically they should 
not be included in the scheme of plan 
investments because it is dilHcult 
to identify their direct contribution to 
production or productivity. However, a 
tradition has been built up in this country 
of crowding under the umbrella of econo¬ 
mic planning a large assortment of ex¬ 
penditure and it is perhaps now too late 
to attempt to correct the confusion of 
means and needs created by this agglo¬ 
meration. Nevertheless when wc arc dis¬ 
cussing specifically the bearing of the 
dimensions or patterns of plan provisions 
01 the recovery or the expansion of the 
economy, this aspect cannot and should 
not be completely ignored. 

In this context, it is interesting to note 


that, in the case of ''Industries and 
Minerals”, if '^Village and Small Indus¬ 
tries*’ are left out, the plan provisions in 
many cases are lower in 1978-79. Mr 
Patel's primary concern, evidently, has 
been to fulfil a party pledge to raise the 
share of agricultural and rural develop¬ 
ment in plan outlay to the magic level of 
40 per cent; he has underlined the proud 
statistics that this sacred figure is, in fact, 
40.29 per cent of the total plan provisions 
for 1978-79. No wonder the industrial 
sector has suffered in the process, except 
to the extent that expenditure on works in 
progress could not be slowed down be¬ 
yond a limit. An incidental consequence 
is that, for the first time in many years, 
the aggregate provision for the central 
plan schemes will be smaller than the 
total outlay on projects and programmer 
falling within the sector of states and 
union territories. 

In the light of these facts it is not easy 
to maintain that the plan outlay written 
into the budget could function as a suflici- 
enlly powerful rellationary instrument, 
espcially in the industrial sector which is 
currently most in need of stimulation. We 
have therefore to scrutinize other major 
policy decisions of the budget to find 


whether, in the months ahead, it would on 
the whole be able to lead the economy to¬ 
wards higher levels of performance, par¬ 
ticularly 111 industry. 

II 

The Finance minister or at least his 
admirers seem to be rating the reflationary 
poteniial of the deficit financing contem¬ 
plated for 1978*79 only slightly lower 
than the virtue of the same kind attributed 
by them to the order of the proposed plan 
outlay. In fact, the current wisdom in 
these quarters is that deficit financing is 
hereafter going to work a development 
miracle, which has been beyond its reach 
all these years. The reasoning favoured 
here is simple to the point of being simple- 
minded. It is argued that the foreign ex¬ 
change reserves and food reserves repre- 
sent physical resources which can be 
drafted for development by releasing the 
purchasing power into the economy 
through deficit fmanciag ‘ without infla¬ 
tionary risks. 

Objections to this contention are 
readily obvious. Deficit financing is 
essentially a means of forced saving for 
the purpose of compelling resources to 
flow in one direction rather than in 



tribal India Joins the 
march off progress 


Remote places in Mayurbhanj and 
Bastar, the Tribal hinterlands of 
Barajamda, Guva and Barbil are now 
on the modern economic map 
of India. 


Iron ore mines have opened up new 
vistas for thousands. Better clothing, 
food, medicine, education. The fruits 
of progress brought in the wake of 
employment. 

MMTC’s export effort lead to laying 
of 700 Kms of new Railway line. 

They opened up lifelines of 
communication between farflung 
places cut off from modern India for 
hundreds of years. 


The railway lines carried ore traffic. 
They also developed awareness of 
the common bonds. Tribal regions 
are now marching ahead with the 
rest of India. 
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aoothet It can perform this job only by 
discouraging investment or consumption 
in some areas for the benefit of invest, 
ment or consumption in some other areas. 

It is in the very nature of deficit financ¬ 
ing that this discrimination will be blind 
in the two-fold sense that it cannot dis¬ 
criminate between the various socio¬ 
economic or income groups according to 
their varying needs for the benefits of 
investment or their 
Hard-pressed differing abilities to 
poor s&ve. Consequently 

the poorer or less 
protected sections of the community will 
necessarily be compelled to make more 
sacrifices in relative terms than the better- 
placed socio-economic groups. It has been 
familiar meat for political propaganda 
of many kinds that, in spite of the 
five-year Plans, the rich is becoming 
richer and the poor poorer. Is it not 
possible that the large and continuous 
role assigned to deficit financing all these 
years has, in its cumulative effect, con¬ 
tributed to some extent to the widening 
of disparities in incomes and more so in 
economic opportunities, including employ¬ 
ment opportunities? Since this probability 
cannot be brushed aside, it is only re¬ 
asonable that a conservative view should be 
taken of the reflationary benefits of deficit 
financing, especially in the present circum¬ 
stances when one of the important limita¬ 
tions on the expansion of economic 
activity is the insufficient growth or dis¬ 
persal of mass purchasing power. 

It is of course true that stagnation of 
investment in the industrial sector is a 
powerful drag on the economy and that 
deficit financing can have some inflationary 
impact on capital goods spending in the 
corporate sector. However the possibilities 
here should not be exaggerated because 
of the many bottlenecks to the growth 
of investment, especially in the private 
corporate sector. The various fiscal 
burdens on personal incomes or corporate 
earnings which are powerful obstructions 
or strong disincentives to voluntary savings, 
the listlessness of the capital market, 
especially for new issues, the investment 
or lending practices of the various finan¬ 
cial institutions, the tight money policies 
of the government and the array of policy 
controls and bureaucratic rules and pro¬ 
cedures on industry and commerce have 


combined to put up road-blocks at numer¬ 
ous points in the area of industry. In fact, 
there has been no problem for industrial 
growth in the form of an absence of gene¬ 
ral liquidity in the economy. Consequent¬ 
ly the reflationary incidence of deficit 
financing on money supply is not likely to 
be a significant stimulant to industrial 
recovery. A much larger contribution will 
have to be made by policies for dealing 
with the bottlenecks indicated just now. 

Similar consideration would apply to 
the scrutiny of the assistance which deficit 
financing could render to the more rapid 
activisation or utilization of investible 
resources represented by the foreign ex¬ 
change or foodgrain reserves. Once again 
the harnessing of these resources has 
been obstructed, in the first place, by the 
absence of a climate for economic expan- 
sion and, secondly, by the failure of the 
planning process or the planning appara¬ 
tus to formulate concrete programmes 
for drawing on these reserves for develop¬ 
ment as well as for organising the systems 
and marchinery which could inspire the 
confidence that the policies, when framed, 
would be ’implemented promptly and 
efficiently. 

Once again it is necessary to emphasize 
the fact that it is not the insufficiency of 
general liquidity in the economy which has 
come in the way of these reserves being 
drawn upon for development. After all. 

the current financial 
Large budgetary year will be ending 
gap with a large deficit 

in the central budget. 
Although this deficit may not eventually 
be as large the sum of Rs 975 crorcs, 
disclosed in the revised estimates for 
1977-78, since the actuals of receipts may 
be higher than now anticipated and the 
actuals orexpenditurc lower, the budget¬ 
ary gap would still be a considerable 
one. In spite of this, the central govern¬ 
ment has not been able to activate for 
investment or development any large part 
of foreign exchange accruals or the food- 
grain reserves. It is possible that the 
government’s peiformance in these areas 
may show some improvement in the new 
financial year, but the advance is unlikely 
to be spectacular since the familiar cons¬ 
traints continue, especially in respect of 
the implementation of plan projects or 
programmes by state governments. In 


theory, the larger allocations made for 
power development, irrigation, rural 
roads, drinking water supply and other 
investment-intensive or employment-inten¬ 
sive programmes should serve to facilitate 
the utilization of the foreign exchange 
reserves or foodgrain reserves. In prac¬ 
tice, both the political environment and 
the administrative ethos are such that the 
Janata government’s second year in office 
is unlikely to be very much more distin¬ 
guished than the first year in terms of 
advances in energising the development 
climate or raising the efficiency of project 
implementation. 

The acid test of the validity of deficit 
financing is whether, in the context in 
which it operates, 
The acid it succeeds in being 

test reflationary rather 

than inflationary by 
evoking a constructive response from the 
economy in terms of an increase in cur¬ 
rent production and a build-up of invest¬ 
ment in quick maturing projects for in¬ 
creasing the availability of goods and 
services. This is a test which cannot be 
confidently applied to the decision of defi- 
cit financing incorporated in this budget. 
Secondly the argument in favour of 
deficit financing as a stimulant to econo¬ 
mic activity is, at best, non-proven. 

In any case, w'hat is the order of deficit 
financing which the Finance minister is 
actually attempting in his estimates for 
the new financial year? The budgetary gap 
left uncovered by the additional taxation 
proposed in the budget is Rs 1,050 crorcs. 
This figure will be reduced by receipts 
from sales of “government gold”. The 
Finance minister has refrained from esti- 
mating this figure “for reasons which the 
Honourable members will appreciate”. 
Learning from experience Mr Patel has 
this time not taken any credit for additio¬ 
nal budgetary resources resulting from 
borrowings from the Reserve Bank against 
the drawing down of the foreign exchange 
reserves. He has nevertheless suggested 
that the steps initiated to liberalize imports 
and the major investment programmes the 
government proposes to undertake will 
entaip significant utilisation of foreign 
exchange reserves without leading to an 
increase in money supply beyond safe 
levels. Quite clearly he is permitting him- 
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se]f scope for some window-dressing of the 
budgetary gap at the proper time. 

The value of the gold stocks available 
for sale is reported to be around Rs 500 
crores at the prevailing prices in the 
domestic market and under favourable 
conditions, the government may be able to 
realise about Rs 200 crores from sales 
effected in the current year. In that event, 
the residual budgetary gap will be brought 
down correspondingly. On the reasonable 
assumption that government revenues and 
expenditures would follow the usual pat¬ 
tern, the deficit in terms of the actuals for 
1977-78 would perhaps be of the same 
order as the probable deficit, again on the 
basis of actuals, for the current financial 
year. In other words, despite appearances 
to the contrary, the order of deficit finan¬ 
cing may not really be higher in 1978-79 
than it has been in 1977-78. 

Ill 

Those who are swearing by the growth 
potential of the annual plan outlay or the 
deficit financing contemplated in the 
budget are thus grossly over-stating their 
case. It would therefore be more to the 
point if the other decisions in the budget 


are scrutiaiied for their possible contribu¬ 
tion to the reflation of the economy and 
the recovery of industrial production or 
Investment, 

The Finance minister's tax proposals 
and related economic measures should be 
studied from this point of view. To start 
with, he has mercifully not increased the 
rates of taxes on personal incomes or 
corporate profits. On the contrary, he has 
liberalized the income-tax concessions in 
respect of long-term savings through life 
insurance, provident fund contributions 
and other approved forms of savings. He 
estimates that this would result in a 
revenue loss of Rs 10 crores in a full year 
and Rs 7.5 crores in 1978-79. In addition, 
Mr Patel has proposed a reduction in the 
computation of taxable income of 50 per 
cent invested in equity shares in new 
industrial companies subject to a ceiling 
of Rs 10,000 on the qualifying investment. 
This will entail a loss of rupees five crores 
in a full year and Rs3.5 crores in 1978-79. 
Illustrative of the spirit behind this gesture 
is the Finance minister’s declaration that 
he “would cheerfully accept a much larger 
loss if it results in stimulating larger 


investments” in tht equity issues of new 
industrial comjpanies which are not attract¬ 
ing adequate support at present. 

The Finance minister has given addi¬ 
tional proof of his concern for stimu¬ 
lating investment in new companies by 
making a change in the scheme of exemp¬ 
tion of capital gains from tax in cases 
where the sale proceeds arising from the 
transfer of assets are reinvested within six 
months in specific assets. While the equity 
shares of all industrial companies as a 
whole are treated as qualifying investment 
for this purpose at present, hereafter the 
eligibility will be restricted to equity shares 
of new industrial companies. 

In the field of central excise tariff, the 
Finance minister proposes to exempt 
all those small-scale units manufacturing 
specific goods, whose clearances in the 
preceding year did not exceed Rs 15 lakhs, 
from the duty payable on the first clearance 
of rupees five lakhs. The exemption will 
cover 69 items and is expected to benefit 
about 24,000 units currently under excise 
control. 

In the case of the customs tariffs, Mr 
Patel has decided in favour of reductions 
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HER MAJESTY, 
CARDAMOM EXPANDS 
HER EMPIRE. 


Area from 82467 hectares in 1967 to 91476 hectares in 1977. 

Production from 2400 metric tonnes in 1967 to 3800 metric tonnes in 1977. 

Export from 1451 metric tonnes in 1967 to 2600 metric tonnes in 1977. 

Export Earnings from Rs. 7 03 crores in 1967 to Rs. 45 crores in 1977. 

The Cardamom Industry known to the world from time Immemorial was in disarray till the 
establishment of Cardamom Board in 1966. The Board has been able to organise, streng¬ 
then and promote the industry in a short span of time. The progress of the industry during 
the last decade has been steady. 


The market for cardamom 
the world. 


the queen of spices — is fast expanding day by day around 


Anyone connected with cardamom indiistry can get total assistance from Cardamom 
Board today. 
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in imp^ duti^ on specific items of capital 
cquipmimt not produced indigenously 
from the current level of 40 per cent to 
20 per <^nt. This list about sums up the 
tax concessions or reliefs which have a 
bearing on the encouragement of savings, 
investment or business activity. It will at 
once be seen that they do not constitute 
anything like a bold programme of tax 
reduction for reflating, the economy in 
the short term or building up the tax 
base for the benefit of government 
revenues over a period of a few years. 
Moreover, so far as the extremely modest 
concessions relating to the income-tax are 
concerned, their favourable effect on 
saving or investment, particularly in the 
sharesof new industrial companies, will be 
more than off-set by another proposal of 
the Finance minister which would absorb, 
through increased rates of compulsory 
deposits, a sum of Rs 25 crorcs from the 
incomes and hence from the potential 
voluntary savings of assessccs with incomes 
exceeding Rs 15,000. Mr PateJ in fact 
has taken away with the left hand very 
much more than what he has given away 
with the right. 

While the net advantage to savings and 
investment from the totality of the Finance 
minister’s proposals in the direct tax field 
will therefore be a minus quantity, the net 
adverse impact of 
Adverse the various indirect 

impact measures will be 

even more serious for 
savings, industrial production or industrial 
expansion. The increase in the rate of 
excise duty leviable on ‘‘all articles not 
elsewhere specified” from two per cent 
ad valorem to five per cent ad valorem and 
the levy of a special duty at the rate of 
l/20th of the basic duties presently collect¬ 
ed on each item in the central excise tariff 
are expected to fetch additional revenues 
of Rs 100 crores and Rs 214 crores respec¬ 
tively, besides a sum of Rs 15 crores by 
way of increase in coumervailing duties 
on imports. The Finance minister is pro¬ 
posing to drain the purchasing power of 
the people or the earnings of the corporate 
sector to such a large extent at a time 
when several industries are hit in their 
production or expansion by a recession in 
demand. 

These excise duty changes have come 


on top of the proposals for levying a duty 
of two paise per kilowatt-hour on electri¬ 
city generated and a new central excise on 
coal, varying from rupees five to rupees 
ten. The electricity tax is expected to yield 
a revenue of Rs 145 crores and the coal 
tax a revenue of Rs 58 crores. In other 
words, through these four measures, the 
Finance minister plans to collect an addi¬ 
tional tax revenue of Rs 532 crores in 
ways which will necessarily put up indus¬ 
trial costs and therefore consumer prices 
for a wide range of 
Hike in goods. Thus, in the 

industrial costs indirect tax field, 

even more than in 
the direct tax field, the Finance minister’s 
proposals are heavily weighted against the 
revival of demand for the products of 
industry or the recovery of industrial pro¬ 
duction or investment. While the order 
of plan ouilay tied to an appreciable 
extent of deficit financing will prob.jbly 
lead to an increase of about five per cent 
in the price level over the new financial 
year, the total effect of the increases in 
excise taxation could be to add another 
three per cent. Thus the economy seems 
fated to experience a push to the price 
level at a time when it is not receiving 
support from the government’s fiscal or 
other policies for higher levels of perfor- 
mance in terms of current industrial pro¬ 
duction or investment in the expansion of 
industrial capacity. This would certainly 
erode the resources of the economy for a 
continuing development effort. Conse¬ 
quently, a year from now, the Finance 
minister may he in an even less happy 
position than he may be at present in the 
matter of budgeting for real and steady 
growth. 

This wguld be a pity, for the Finance 
minister could have obtained so much by 
offering so little. Had he abolished the 
surcharge on income-tax on personal 
incomes and the surtax on corporate earn¬ 
ings and withdrawn the compulsory 
deposits in the case of income-tax payers, 
he would have administered a powerful 
stimulus to saving and investment and 
greatly improved the climate for industrial 
growth and would also thereby have taken 
an important step towards reforming the 
direct tax structure into a constructive 
means of progressively stepping up tax 
revenue from a steadily expanding 


economy. Instead, he has not only not 
found a place for sufficiently positive 
elements in his direct tax proposals, but 
has also mounted a wanton assault on 
profit margins ofindustries or the purchas¬ 
ing power of all sections of the commu¬ 
nity by stepping up the pressure of taxes 
on costs and prices. Although the plight 
of a number of industries struggling with 
the recession has called for extensive 
excise tax reductions, he could have given 
relief at least to those industries which 
are the worst affected, such as textiles. 
Instead, the Finance minister has chosen 
to add to the excise tax burdens of even 
those industries which are least able to 
shoulder them. The alleged complexity 
of the Jha committee report has merely 
served as an excuse for Mr Patel to avoid 
even essential rethinking on the repressive 
structure of central excise taxation. In the 
light of his failure to set his own house in 
order, his campaign for the education of 
the states on matters such as the octroi 
or the sales tax should arouse as much 
amusement as sympathy or support. 

IV 

The Finance minister has raised a hor¬ 
nets’ nest by his proposal to curb “extra¬ 
vagant or socially wasteful expenditure” 
incurred by companies on advertisement, 
publicity and sales promotion. With this 
object in view he has provided for the 
disallowance of part of such expenditure 
in the computation of taxable profits. 
Although he has argued that this measure 
will help to strengthen companies' internal 
resources and thereby benefit both capital 
formation in the corporate sector and 
returns to shareholders, he seems to be 
quite keen on the revenue potential of 
this move. In fact he expects the central 
receipts to gain to the extent ofRs31 
crores in a full year and about Rs 25 
crores in 1978-79. Consequently it would 
not be unfair to regard this proposal as a 
measure primarily for increasing the tax 
burden on corporate earnings. 

That some part of corporate expendi¬ 
ture on advertisement, publicity and sales 
promotion may be extravagant or socially 
wasteful is probably a well-grounded 
suspicion. But what would be the quan¬ 
tum of this excess over and above the 
levels of necessary or socially justified 
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MCPC 

is committed to a brighter future 
in rural economy 
through cooperatives 


Since its inception in 1963, NCOC's role in developing a cooperative 
infrastructure, particularly in the rural sector, has been very significant. 
NCOC has assisted projects in marketing, processing and storage of 
agricultural produce, as well as distribution of agricultural requisites. 

NCDC has also provided technical advice and financial assistance for 
some major sectoral activities such as sugar mills,fertiliser distribution, 
storage, oil mills, rice mills, cotton ginning mills, spinning mills, 
dairy, poultry and fisheries. 

NCDC has already invested over Rs. 220crores 
in the development of cooperatives. 

The outlay for 1978-79 is much more ambitious. The targets are 
higher, but so is our determination to meet them. 
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expendlrure is a question which cannot 
be debited so as to yield any useful con- 
dusion. There is no guarantee at all that, 
when companies are discouraged from 
such expenditure, they will only elimi¬ 
nate such expenditure as may be described 
as socially wasteful. 

The notion of ^'extravagant'* expendi¬ 
ture is lacking even more in relevance. 
It is possible that some particular item of 
expenditure in the case of an individual 
company can be identified as being unne¬ 
cessary or excessive. But it is virtually 
impossible to lay down generally valid 
guidelines for the aggregate sales promo- 
tion budget of an individual company, 
let alone a whole industry or, as the 
Finance minister has now undertaken to 
do, for the entire corporate sector. This 
is clearly a case where a rulc-of thumb 
approach will be wildly irrelevant. Sales 
promotion needs vary according to the 
market situation, from one product to an¬ 
other, from one company to another and 
from one industry to another. It is there¬ 
fore impossible to deal with this variety 
of circumstances with any degree of fair¬ 
ness through a standard scheme of curbs 


on sales promotion budgets. Any attempt 
to do SO must necessarily be productive 
of gross anomalies and improprieties. 

The various interests affected have 
naturally been vocal. The advertise¬ 
ment and publicity professions and 
trades are agitated over the prospective 
loss of incomes or jobs. The media, 
especially the Indian language press or 
the medium and small newspapers as 
a class, are upset by the possibility that 
their revenues from advertisement would 
be disproportionately affected. Mr Patel, 
it is clear, has intruded, perhaps unwit¬ 
tingly, into the delicately balanced econo¬ 
mics of a number of trades or occupa¬ 
tions, some of which have considerable 
social utility. 

To make matters worse, the Finance 
minister seems to have gone out of his 
way to formulate what is in effect a sys¬ 
tem of deterrents rather than merely a 
scheme of disincentives. His decision to 
exempt from the operation of the provi¬ 
sions regarding '‘disallowance” only 
those cases where the aggregate expendi¬ 
ture attracting this provision docs not 
exceed Rs 20,000 in a year has been criti¬ 


cized as perverse since the practical signl- 
ficaiice of this exemption is negligible in 
view of the high cost of advertising, pub¬ 
licity and sales promotion. It has there¬ 
fore been contended that the least that 
the Finance minister could have done was 
to provide for a more realistic exemption 
limit such as l/4th percent of the turn- 
over or gross receipts, subject to a mini¬ 
mum of Rs 25,000. Where the aggregate 
expenditure on advertisement, publicity 
and sales promotion exceeds Rs 25,000 or 
l/4th per cent of the turnover or gross 
receipts, whichever is higher, the sugges¬ 
tion is that 10 per cent of the excess 
expenditure may be disallowed in com¬ 
puting the taxable profits. 

The present scheme is that even expendi¬ 
ture not excecdingl/4th per cent will at¬ 
tract disallowance at 10 per cent in those 
cases where the expenditure is more than 
Rs 20,000. This percentage will rise to 
12i percent where the expenditure exceeds 
l/4th per cent butthoes not exceed 1/2 per 
cent of turnover or gross receipts and to 
15 per cent where such expenditure exceeds 
I /2 per cent. There is need for moderating 
tliese provisions by prescribing a flat rate 
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of disallowance of 10 per cent where the 
expenditure exceeds an exemption limit 
more liberally framed at Rs 25,000 or 
]/4th per cent of the turnover or gross 
receipts whichever is more. Incidentally, 
the disallowance is to apply only to ex¬ 
penditure incurred in India. This point 
seems to have been missed by some critics 
of the Finance minister’s proposal, who 
have made references to the heavy cost 
of advertisement, publicity and sales pro¬ 
motion directed towards foreign markets 
through foreign media. 

The railway budget has refrained from 
effecting any increases in the fares and 
freight tariff. As if to make good this 
omission, the Finance minister has put up 
some of the postal charges. The Postal 
branch of the P and T department has 
been incurring a deficit which is estimated 
at about Rs 23 crores in the current year. 
According to Mr Patel, while the upward 
revision of emoluments of some employees 
in the past few years 
Revision in has resulted in sub¬ 
postal rates stantial increases in 

the expenditure of 
the Postal branch, which is highly labour- 
intensive, the revenues have not kept pace 
with the expenditure with the result that 
the costs of most of the postal services 
are exceeding the revenues earned through 
them. The Finance minister, however, 
attempts to cover only a part of the esti¬ 
mated deficit since the additional revenue 
expected from the tariff revision is only 
Rs 11.44 crores during 1978-79 and 
Rs 13.73 crores in a full year. It is neces¬ 
sary to ask how Mr Patel proposes to 
make good the remaining deficit especially 
as in all probability postal revenues will 
continue to lose the race to labour costs. 

Mr Patel makes a virtue of his having 
spared from the increases in charges those 
postal services which affect the common 
man, particularly in the rural areas. This 
surely is a grossly demagogic approach 
because these services are responsible to 
a substantial extent for the deficit incur- 
ed by the Postal branch. Quite clearly 
some effort must be made on the manage¬ 
rial or organisational front to reduce the 
establishment expenses or labour costs of 
those postal services which are not paying 
their way and which the government, for 
whatever reasons, is in no position to 


make financially self-sufficient. In fact, 
since the Finance minister has admitted 
that the highly labour-intensive nature of 
the functions of the Postal branch poses a 
formidable problem of rising costs unmat¬ 
ched by the growth of revenues, the gov¬ 
ernment has clearly an obligation to order 
an expert investigation of the scope for 
rationalization of 
Need for management so that 

investigation labour productivity 

could be increased. 
The Janata government, which has been 
setting up commissions and committees at 
the drop of a handkerchief, cannot have 
any excuse for not ordering such an 
investigation before trying to squeeze 
more postal revenues from the public 
generally and principally from the com¬ 
mercial users of postal service who have 
already been the victims of the Posts and 
Telegraphs department’s periodical exer¬ 
cises in making both ends meet. From 
a government, the prime minister of which 
has been preaching the necessity of a low 
cost economy, this budget measure, 
among others, comes not only without 
grace, but also without any show of 
reason. 

The gold sales policy announced by 
the Finance minister has aroused much 
interest. Over the years the government 
seems to have accumulated under the 
Gold Bond Scheme, through confiscation 
of smuggled gold and from production 
within the country about 70 tonnes of the 
yellow metal valued at Rs 500 crores at 
the level of market prices now prevailing 
in the country. The government intends 
selling gold from these stocks to meet the 
internal demand for bullion or ornaments. 
The details of this scheme are yet to be 
announced and are being worked out, 
presumably, to serve the following objec¬ 
tives: 

(a) The reinforcement by economic 
measures of the preventive measures 
which have been taken to tackle the evil 
of gold smuggling; and 

(b) The raising of the rupee resources 
for the central budget and thereby reduc¬ 
ing the potentially inflationary dimensions 
of the deficit in this budget. 

In order to be able to achieve these 
two aims, the gold sales policy should 
strike a balance between bringing down 


domestic gold prices sufficiently to dis¬ 
courage smuggling and maintaining a 
level of realizations from gold sales which 
will fulfil its revenue and anti-inflationary 
purposes. Here the trend in the world 
gold markets is quite encouraging. 
London prices have already reached a 
high of $190 per ounce and they may 
jump over the $200 per ounce mark in 
the course of this year. This could hap¬ 
pen sooner rather than later if the US 
dollar continues to sag in the foreign ex¬ 
change markets. This upward trend in 
the international prices of gold should 
squeeze the profit margins in smuggling 
operations provided the sales of govern- 
ment gold succeed in checking any price 
increase in the domestic market in reac¬ 
tion to booming world gold prices. This 
would mean that the supplies released by 
the government should be adequate for 
the purpose of making up any shrinkages 
that may be in market arrivals due to 
decline in the flow of smuggled gold. 

The critics of the government’s decision 
on gold sales com- 
Unwarranted plain that this is a 
criticism backward step in 

terms of the mobili¬ 
zation of resources for development since 
it would encourage the hoarding habits 
of the people, particularly in the rural 
areas, to the detriment of their attitudes 
towards the productive investment of 
their savings. This objection does not 
take into account the fact that the gold 
which is to be sold is in fact now be-ng 
hoarded by the government and is there¬ 
fore not available for its development ex¬ 
penditure. Tiie transfer of this hoard 
from the government to the public is a 
process which, on balance, may improve 
the flow of the community's savings into 
the channels of development expenditure. 

Farm incomes have been improving 
due to increases in agricultural production 
and the higher prices generally available 
for farm produce. The outlook for rabi is 
good and the government's price support 
schemes for foodgrains will help sustain 
the earnings in the farm sector at a high 
level. Given the tendency ofeonsump- 
lion patterns being slow to change in 
rural areas—a situation which the con- 
tinuous and heavy increases in central 
excise duties and other forms of com- 
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modity taxation do nothing to improve—, 
gold sales by the government could be a 
means of drafting for the public revenues 
savings which may otherwise be hoarded 
in the form of paper currency. Finally, 
since the Indian public as a whole is cur¬ 
rently showing a preference for gold as 
against silver for the purpose of investing 
in precious metals, the increased avail¬ 
ability of gold in the bullion markets 
may result in larger supplies of silver for 
export. In these circumstances, the gov¬ 
ernment's policy of selling non-monctary 
gold from its stocks has much to be said 
in its favour. 

The Finance minister has also indicat¬ 
ed that the government may be importing 
gold. Due to no fault of his there is ex¬ 
tensive misunderstanding of the nature or 
the implications of this decision. He has 
made it clear that gold will not be im¬ 
ported for sale within the country for 
domestic consumption and that sales of 
imported gold by the government will 


be segregated from sales of existing gov¬ 
ernment stocks so that imported gold is 
mide available only for the jewellery ex¬ 
port trade and is thus fully accounted for 
by the export of jewellery made from the 
imported gold supplies. There is there¬ 
fore no substance in the talk or expecta¬ 
tion that imported gold will also be 
available for domestic demand for bullion 
or ornaments. Secondly this policy of 
importing gold so that it could be con¬ 
verted into ornaments for export cannot 
help in the utilization of foreign exchange 
resources. This is another point about 
which there is confusion in the minds of 
many people. As a matter of fact when 
imported gold is re-exported in the form 
of jewellery, the transactions should result 
in a net addition to our foreign exchange 
earnings. The socio-economic value of 
this policy would be to provide profitable 
employment to the goldsmiths and other 
skilled craftsmen in our country. Only, 
the government should lake steps to see 
that the lion’s share of the gains is not 


grabbed by the big bad wolves in the 
bullion and jewellery trades. Some indica¬ 
tion that th^ government is conscious of 
its responsibilities in this matter will be 
most welcome. 

It is nearly a year since the present 
government was seized of the problem of 
utilizing the increases in the foreign 
exchange reserves for the development of 
the economy. It has had very little 
success in this matter during the current 
financial year. As a matter of fact the 
foreign exchange assets held by the 
Reserve Bank of India have continued to 
go up steadily and, in terms of our cur¬ 
rency, were around Rs 3,505 crores as 
of February 24, 1978, as against 

Rs 2,597 crores on February 24, 
1977. Particularly in recent months, the 
Finance minister has been assuring us 
repeatedly that the government is cooking 
up some new ideas for finding useful 
employment for foreign exchange reserves. 
The truth however seems to be that 
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neither the Planning Commission nor the 
Reserve Bank nor any other official or 
non-official source has come to the rescue 
of the think-tank in the Finance ministry. 
What little help has been forthcoming is 
to be credited to businessmen who had 
been meeting the Finance minister either 
individually or on behalf of various 
business organizations or associations. It is 
essentially their suggestion that some of 
these foreign exchange reserves could be 
put to good use by lending them to im¬ 
porters of plant and machinery which has 
now been adopted by Mr Patel. 

In his budget speech, he has announced 
accordingly the government’s decision to 
create a new facility under which term- 
lending financial institutions and public 
sector banks will provide rupee finance on 
appropriate terms to cover the import 
costs of approved projects. This will be in 
addition to the rupee finance which is 
already available to 
II 0 VV cover domestic capi- 

facility costs. A consor¬ 

tium of banks will be 
formed to provide such loans supplement¬ 
ing the finance available from the term- 
lending institutions. While this scheme has 
encouraging potentialities, the extent of 
its success will be determined by business¬ 
men’s assessment of profitable investment 
opportunities in the expansion of existing 
industrial capacities or the establishment 
of new production facilities. Since the 
budget measures, taken as a whole, have 
done nothing to improve this climate, but 
have, on the contrary, done a great deal 
to make it worse, too much hope cannot 
be built on or around this project for the 
more rapid utilization of the additions to 
the foreign exchange reserves. 

Finally, I come to the modifications in 
monetary and credit policies announced 
by the Finance minisfer in his budget 
speech. Although these decisions have pro¬ 
voked an improper and extraordinary 
public outburst from a member of the 
Planning Cammission (Dr Raj Krishna), 
who has condemned them as an act of 
irrationality, they are perhaps' the most 
rational elements in such economic think¬ 
ing as the government is now in a posi¬ 
tion to boast of. The Finance minister has 
withdrawn the tax of seven per cent im¬ 
posed on the gross interest income of 


banks. The actual loss of revenue on this 
account will be of the order of Rs 108 
crores during the new financial year. This 
decision is related to the realignment of 
interest rate structure announced by the 
Reserve Bank also on budget day. 

For deposits for periods over five years 
the interest rate payable by scheduled com¬ 
mercial banks was brought down from 10 
per cent to nine per cent per annum and 
other downward revisions were also made 
for term deposits for certain lesser periods. 
The relief given to the banks in respect of 
their costs by the withdrawal of the tax on 
their interest incomes and the scaling down 
of certain term deposit rales is to be passed 
on to their customers through reduc¬ 
tions in the rates of interest charged by 
them on loans/advances/cash crediis/over- 
drafes or any other financial accommodation 
provided by them. Banks having aggregate 
demand and time liabilities of Rs 25 crores 
or above have been directed to charge not 
more than 15 per cent per annum as 
against I $.5 per cent before and banks 
with aggregate demand and time liabilities 
below Rs 25 crores not more than 16 per 


The reply of the Defence minister to the debate 
on the defence budget leaves a general impression 
that his ministry has not yet changed its angle of 
vision to the extent it would have done. Only a 
few of the'salient points that emerged in the dis¬ 
cussion may be noted here in brief. Some of 
them are encouraging and do credit to the able 
manner in which the ministry is conducting the 
administration. Prominent mention ought to 
be made of the acceptance of the recommenda¬ 
tions of the National Cadet Corps Committee. 
The ministry had drawn up a scheme of territorial 
force which is now pending consideration of the 
Cabinet. The government already stands com¬ 
mitted to the principle of territorial force which 
will be implemented in instalments after the stage 
of Cabinet consideration is over. But the pace 
with which the matter is being pursued is no doubt 
tardy. It puts a brake on the schedule of dcmobi< 
Jization. No one should suggest that demobiliza¬ 
tion should be carried out suddenly at one stroke; 


cent per annum as against 17.5 per cent 
earlier. Savings for the banks through 
reductions in fixed deposit rates may not 
be considerable but the abolition of the 
tax on interest income is a major conces¬ 
sion. Nevertheless, it is not immediately 
clear to what extent commerce and indus¬ 
try will benefit through the actual lower¬ 
ing of the cost of bank credit. The bulk 
of bank advances bears interest in the 
range of from 14 per cent to 15 percent 
and unless banks respond by lowering 
lending rates by one per cent all round, 
the new interest policy will only have a 
limited impact on business activity. 

Nevertheless, it is right and proper that 
business circles should welcome this move 
towards casing the burden of dear money 
as an earnest of the government's desire 
to unwind the apparatus of monetary 
regimentation which hasjost much of its 
raison efetre in the present circumstances 
of stagnation or slackness in the economy, 
particularly the industrial sector. Possibly 
the only constructively courageous feature 
of the economic policy of this budget is 
the Finance minister's decision to turn the 


the process will have to he extended over a period 
of time. But in order that there may be diminution 
in the potential strength of the defence forces, 
demobilization must necessarily be preceded by 
the establishment of a well-trained and adequate 
territorial force. The Defence minister threw no 
light on this subject. The only passing reference 
which he made was that part of the personnel who 
were due to be demobilized were transferred to 
the ordnance factories. 

In vital matters there is practically no evidence 
of a healthy change of outlook, ft is now more 
than one and a quarter years that the Defence 
minister acquired some first-hand information 
about scientific research in the UK and yet the 
establishment of a .scientific research branch in 
the Defence ministry is not in sight. Not a word 
was said about the Combined Cudot College which 
was proposed to be set up at Khadakvasla 
and the reasons for holding this scheme in 
abeyance. 
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monetary screw anti-clock wise despite the 
high levels of public expenditure and defi¬ 
cit financing incorporated in the budget. 
It is clearly good news for the economy 
that the government does not propose to 
continue to depend excessively on mone¬ 
tary discipline to save it from the conse¬ 
quences of fiscal indiscipline. If, as a result, 
the government is forced to observe more 
fiscal restraints than it would otherwise 
do, the cause of economic stability will 
have scored a victory. 

There is some fear that the reduc¬ 
tion in interest rates on fixed deposits for 
periods over three years may discourage 
certain healthy trends towards the popula¬ 
risation of the banking habit and the 
induction of voluntary savings into the 
growth of the financial resources at the 
disposal of the banking system. While 
these possibilities cannot be wholly dis¬ 
counted, the adverse effect of the impact 
of the lower interest rates on the growth 
of terra deposits may not be so serious as 
to affect the adequate growth of voluntary 
savings since other competing investment 
opportunities, such as the government’s 


small savings schemes or the units of the 
Unit Trust, may have become more attrac¬ 
tive. 

Critics of the lowering of the ceiling on 
bank lending rates have struck some exce. 
cdingly funny postures. While demanding 
that the interest charged by banks on 
their advances should reflect the marginal 
cost of capital, they are also arguing that, 
if bank loans are to be made less expen¬ 
sive, the benefit should be confined to the 
priority sectors which arc already enjoying 
concessional interest charges on their bor¬ 
rowings. If there is any attempt here to 
relate the marginal cost of capital to its 
marginal productivity, it is not visible to 
the naked eye. 

It is amazing that otherwise intelligent 
or well-informed individuals in positions 
of authority or influence should Jose sight 
of the fact that, when concessional lending 
is being extended to more and more areas 
of banking operations, as is the case at 
present, economic activity in non-prefer- 
red sectors must be buidened with penal 
rates of interest which discourage the use 
of bank money although the marginal 


productivity of capital in the areas thus 
discriminated against could be higher 
than in the preferred areas. It goes to the 
credit of the Finance minister and the 
governor of the Reserve Bank that they have 
resisted the demagogic approach to mone¬ 
tary and credit policies. It must be recog¬ 
nised that the foodgraJn reserves and 
foreign exchange reserves are not the only 
resources which are not being adequately 
employed in the development of the eco¬ 
nomy. The community’s savings in the 
form of bank deposits constitute another 
such underutilised resource. At least 
those who pin their faith on larger public 
expenditure or more deficit financing 
should be able to concede that greater 
utilisation of bank deposits could also play 
a useful role in energising the economy. 

Given a budget with so much in it to 
discourage industrial production or the 
expansion of industrial capacity, the relax¬ 
ation on dear money policy, modest 
though it is, has imparted a more credible 
golden gleam to the government’s eco¬ 
nomic policies than its programme of sales 
of gold. 

—V. Balasubramanian 


s 

s 


§ 

$ 

s 


s 

\ 

§ 

§ 

§ 


Cable : INDEVCORP 
Telex : BG.315 


Tel: 28177 
28609 


welcome: to entrepreneurs 

PLANNING FOR A NEW INDUSTRY ? 

COME TO 

KARNATAKA Sc KSIIDC 

Established by the Government of Karnataka with the express purpose of welcoming industries to 
Karnataka. KSIIDC will help you by directly promoting your industry, by participating In your 
share capital if necessary and by [underwriting new issues of shares. Let KSIIDC get your project 
reports, feasibility studies, project sites and industrial licences and possible concessions on 
water, power, taxes etc. 

WRITE FOR OUR DETAILED FOLDER 
OR 

CONTACT PERSONALLY 

KARNATAKA STATE INDUSTRIAL INVESTMENT AND 
DEVELOPMENT CORPORATION LIMITED 

“Hari Niwas”, 36, Cunningham Road, Bangalore 560 052 


§ 

s 

§ 

§ 



BASTBRN ECONOMIST 


472 


MARCH 17. 1978 



Policies and Decisions 


I 


Direct taxes : 

The mST full-fledged Janata budget pre¬ 
sented to parliament on February 28,1978, 
by the Finance minister, Mr H.M. Patel, 
has sent a wave of disappointment among 
those sections of society which were 
hopeful of getting some relief in direct 
taxation. 

It is no secret that the rates of direct 
taxes—income-tax as well as corporate 
tax—in this country have already reached 
the saturation limits. After having had 
sufficient time to look into the oft repeated 
complaint concerning the oppressive cha¬ 
racter of direct taxation, Mr Patel was 
expected to provide the necessary relief 
but his failure to do so is being explained 
away as the result of the compulsions of 
the situation. Mr Patel, it is being argu¬ 
ed, had to formulate the budget proposals 
under a number of constraints, especially 
the ever-increasing size of the develop¬ 
mental and non-developmental, expendi¬ 
ture and the yawning gap between the 
estimated receipts and expenditure. It is 
indeed a pity that he 
R«comm«nda- ignored the iindings 

tions ignored of the Direct Taxes 

Enq u i ry Committcc 
(popularly known as the Wanchoo 
committee); this committee had clearly 
brought out that confiscatory rates of 
taxes tended to be counter-productive, 
resulting in reduced tax yield. Tax eva¬ 
sion and the proliferation of black money 
were the direct result of such a short¬ 
sighted policy, according to the committee. 

It may be recalled that it was Mr Y.B. 
Chavan who as Finance minister had in 
. the budget for 1974-75 lowered the high¬ 
est marginal rate of income tax from 
97.75 per cent to 70.00 per cent. With 
the surcharge at 10 per cent, the effective 
rate of income tax was reduced to 77 per 
cent as against the recommendation of 
the Wanchoo committee (December 1971) 
to lower it to 75 per cent only. Mr 
Chavan had also reduced the income-tax 
burden on middle and lower levels of in¬ 
come. Two years later, Mr C. Subra- 


an opportunity 

maniam, in his budget proposals for 1976- 
77, provided further relief in the middle 
income levels. By then, it had been 
established that income tax reliefs provid¬ 
ed by the government had not adversely 
affected the yield, and therefore the in¬ 
come-tax assessees were not mistaken in 
nurturing the hope 
Reversing the that this process of 

clock relaxation would con¬ 

tinue. Much to their 
dismay, they found last year that Mr Patel 
instead of granting any relief, increased 
the income-tax load by raising the sur¬ 
charge from 10 percent to 15 percent. 
At one stroke, he undid the good work 
done by Mr Y.B. Chavan and Mr C. 
Subramaniam. 

Even the promises made in the Janata 
party manifesto were not honoured. For 
instance, the manifesto had promised to 
reduce the income-tax burden on the peo¬ 
ple by raising the exemption limit from 
Rs 8,000 to Rs 10,000. He did take this 
step in a half-hearted manner. The 
new exemption limit ofRs 10,000 was 
made applicable only to those assessees 
whose income did not exceed this limit. 
This was contrary to all established prac¬ 
tice. Earlier, when the exemption limit 
was raised from Rs 6,000 to Rs 8,000 it 
had been made applicable to all assessees. 
Again, the Janata party in its manifesto 
had pledged to withdraw the Compulsory 
Deposit Scheme (CDS). But even this 
assurance was honoured only in letter and 
not in spirit. And now, the budget 
for 1978-79 has proposed an increase in 
the CDS rates. The Finance minister has 
once again missed the opportunity to 
right the wrongs perperated by him in the 
last year’s budget; he has also failed to 
follow the healthy trends initiated by his 
predecessors in the earlier budgets. 

It may be stated that the share of direct 
taxes over the years has been declining and 
that income tax has already ceased to be 
a major source of revenue to the govern¬ 
ment. (In 1978-79 it will hardly form 


missed again 

11 per cent of the total tax receipts). 
However, its size has tended to grow in 
years when the government reduced the 
tax rates. For example, the direct result 
of the concessions provided by Mr Y.B. 
Chavan and Mr C. Subramaniam was to 
raise the yield from income-tax from 
Rs 874 crorcs in 1974-75 to Rs 1214 crores 
in 1975-76. It is abundantly dear that the 
yield from this tax can be increased by I 
lowering the tax rates and swelling the 
ranks of the income-tax assessees by net¬ 
ting in the tax-dodgers. 

Mr Patel has claimed ihat his proposals 
in regard to direct taxes* are designed to 
promote increased savings, to curb extra¬ 
vagant and wasteful expenditure in busi¬ 
ness and professions and to channel 
funds for stimulating growth and produc¬ 
tion. The proposal to raise the rates of 
CDS in the case of income-tax payers has 
been justified because of the need “to 
mobilise additional resources in the form 
of savings”. However, the CDS has al¬ 
ready assumed the form of an unbearable 
burden especially for the fixed-income 
groups who are called upon to shell out a 
sizeable part of their incomes in the last 
month of the financial year. The Finance 
minister has now enhanced the CDS rates 
in a progressive manner but their cumu¬ 
lative effect along 
Enhanced with income-tax and 

CDS rates surcharge is to take 

us back to the posi¬ 
tion which prevailed at the time of the 
submission of the Wanchoo report. But 
during the last seven years, prices in gen- 
ral have risen by 60 to 70 per cent. Con¬ 
sequently, the income-tax assessees are 
being squeezed between the inflationary 
pressures on the one hand and the income- 
tax and the CDS on the other. The Fi¬ 
nance minister may be able to mobilise 
Rs 25 crores from this source in 1978-79 
but it is bound to spread disenchantment 
among the income-groups which will be 
adversely affected and which had put 
faith in the promises made in the Janata 
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manifesto. Tt is fallacious on the part of 
the Finance minister to assume that an 
assessee having an annual income rang¬ 
ing between Rs 15,000 and Rs 25,000 has 
potential for increased savings because 
the net take-home income has to be relat¬ 
ed to the size of the family of the assessee 
and the ages of the members of his family. 
Education of children, sickness of elderly 
members of the family and the high rents 
in urban areas cat up a si/cabic part of 
the income leaving very little for meeting 
the absolutely essential CApeneJiture. No 
wonder, even in those professions where 
an income ranging between Rs 1,000 and 
Rs 2,000 a month was considered to be 
princely there is great hardship being ex¬ 
perienced resulting, in some cases, in gross 
malpractices and consequent corruption. 

In the case of those government emplo¬ 
yees who have a direct dealing with the 
public, corrupt practices arc a rule and not 
an exception. The CDS may squeeze out 
the last rupee from the pocket of an 
income-tax payer but it will make non¬ 
sense of other proposals of the Finance 
minister which, according to liim, “chan¬ 
nelise funds for growth”. For instance, 
the liberalisation of concessions in respect 
of long'term savings such as life insurance 
and provident fund or the relief provided 
for investment in equity shares of new 
industrial ventures will hardly have any 
material significance because of the crip¬ 
pling impact of income-tax coupled with 
surcharge and the CDS. 

During the past five years, the Finance 
ministers of this country have been libera¬ 
lising concessions relating to long-term 
savings. In the assessment year 1975-76, 
only the first Rs 2000 
Long-term *J^ved through life 

savings insurance, provident 

fund contributions 
and other approved forms of savings were 
allowed to be deducted fully from income 
for income-tax computation. In 1976-77, 
the deduction allowed was raised to 
Rs 4000 and now for the assessment year 
1979-80, it has been enhanced further to 
Rs 5,000. For the next Rs 5,000, the de¬ 
duction allowed is 50 per cent while for 
the balance, it remains unchanged at 40 
per cent. For the thrifty among the income- 
tax assessecs, tJio concessions do make a 
sizeable total. With the income-tax cxemp- 
tion at Rs 8,000, the standard deduction 


at 10 par cent of income (ceiling at 
Rs 3,500)» the deduction in respect of divi¬ 
dends and interest at Rs 3,000 and the 
100 per cent relief in long-term savings at 
Rs 5,000, the taxable income does get 
reduced significantly. But the CDS is a 
no mean burden. The cumulative effect of 
all these steps is to reduce the net carry- 
home packet, and it may be hard to find 
many as.sessees among the salaried groups 
who could avail themselves of all the bene¬ 
fits offered in full. 

Last year the Finance minister had 
brought about far-reaching changes in the 
taxation of capital gains. Having arrived 
at the conclusion that the then existing 
structure of capital gains tax was a hind¬ 
rance to adequate mobility of invcstible 
resources and that it tended to perpetuate 
investment in low priority assets, he had 
exempted capital gains from the burden 
of taxation if the sale proceeds consequent 
upon the transfer of an asset were rein¬ 
vested within six months in units of the 
Unit Trust of India, 
Capital shares of Indian com- 

Gains Tax panics, bank depo¬ 

sits and other speci¬ 
fied assets. This change was rightly wel¬ 
comed by the income-tax payers. Within 
less than a year of providing this relief, 
the Finance minister has now proposed a 
change in regard to investment in the 
equity shares of Indian companies. He 
has stipulated that this concession should 
l>c restricted to equity shares of new in¬ 
dustrial companies and not to the existing 
ones. Ostensibly, the proposed change is 
for the sake of diverting invcstible funds 
to new ventures but it is no secret that in 
this country, new ventures are rarely 
in a position to declare a dividend in the 
first four to five years. The result of this 
move will be to reduce the flow of funds 
to the shares of industrial ventures in 
general. A natural consequence would 
be to make fixed deposits in banks more 
attractive. The Finance minister has how¬ 
ever closed that option also. He has pro¬ 
posed that fixed deposits made with banks 
would not be an eligible mode of invest¬ 
ment for the purposes of this exemption. 
Thus, through a process of elimination, 
he has made the units of the Unit Trust 
of India as the only lucrative mode of 
investment for assets acquired through 
capital gains. The Finance minister who 


had been showered bouquets last year for 
the imaginative steps in regard to capital 
gains tax, has beaten a hasty retreat for 
unexplained reasons. 

It was expected that last year’s 
changes would reduce the black money 
transactions associated with the transfer 
of property. It is questionable if the 
reliefs under capital gains tax now remain 
attractive enough to forbid black money 
transactions. The 
Black money view is widely held— 

transactions and rightly—that 

too frequent changes 
in the tax laws of this country tend to 
negative the healthy trends. The Finance 
minister should have tried the concessions 
under this head for at least five years. 
Then, on the basis of the experience so 
gained, he could bring about the neces¬ 
sary changes. 

The Finance minister has completely 
rejecteJ the plea of industry and trade for 
relief ill corporate taxes. Many of the 
industrial units which had turned sick in 
recent years could not be revived because 
of the excessive corporate taxes which 
left hardly any resources for modernisa¬ 
tion. Moreover, the paucity of internal 
resources was also the major hurdle to the 
expansion of old units, especially bccau.se 
the capital cost of new plant and machi¬ 
nery had multiplied manifold. 

The Finance minister, Mr Patel, had 
indicated much before the presentation of 
the latest budget that he was not planning 
to provide any relief in corporate taxation. 
In his speech delivered at a meeting of 
the Tamil Nadu Board of the All-India 
Manufacturers’ Organisation early this 
year he had described the private sector 
as “risk-averse, concession seeking, over 
protected and protection seeking.” He 
had also blamed the private sector for the 
sluggish rate of investment despite the 
fiscal concessions which the government 
had already provided. At a meeting of 
the economic journalists also, he gave 
expression to his bewilderment in regard 
to the investment climate. He said that 
he did not know why investment in indus¬ 
try was not being made in the manner he 
had anticipated. And, understandably, 
this may slow down the pace of industrial 
growth not only in the current year but 
also in the coming two to three years. 

It is hard to believe that the relief pro- 
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vided in regard to '^deduction in the com¬ 
putation of taxable income of 50 per 
cent of the amount invested in equity 
shares of new industrial companies” will 
be of any help in this regard. Even if 
the Finance minister had allowed 100 
per cent of the amount invested in equity 
shares of new industrial ventures by 
way of deduction in the computation 
of incom tax, it would not have been 
availed of in a big way because of the 
bleak prospects of any return on this 
investment in the first few years. As 
stated earlier, the exemption in regard to 
gains in capital assets has been limited to 
investments in new units only. This limi¬ 
tation coupled with the relief in tax up to 
50 per cent of investment in new equity 
shares will hardly achieve the objective 
which the Finance minister has in view. 
In short, the totality of concessions in the 
corporate sector leave much to be desired 
for if the Finance minister is keen to sti¬ 
mulate investment in new industrial units. 

The Finance minister has dealt a deadly 
blow to advertising trade in this country 
by disallowing a part of the expenditure 


on publicity and sales promotion by busi- 
ness enterprises. If the aggregate expendi¬ 
ture on advertisement, publicity and sales 
promotion does not exceed one-fourth of 
the turnover or gross receipts, 10 per cent 
of this expenditure will be disallowed. 
Where it ranges between one-fourth and 
half per cent of gross receipts, the dis¬ 
allowance will be equivalent to 12^ per 
cent. Where it is more than half per cent 
of turnover, the disallowance will be at 
the rate of 15 per cent. In a case where the 
total expenditure on publicity does not 
exceed Rs 20,000, there would be no dis¬ 
allowance. The Finance minister has esti- 
mated that it will yield a revenue of Rs 31 
crorcs in a full year and Rs 25 errores in 
1978-79. While imposing this tax on pub- 
licity, Mr Patel described advertising as 
“extravagant and socially wasteful ex¬ 
penditure”. Here he was on a weak wicket. 
It is too well-known that advertising and 
publicity constitute a necessary part of the 
whole scheme of marketing and sales pro¬ 
motion. Surely, the degree of publicity 
varied from product to product but new 
companies^'manufacturing products which 


are being marketed by established units 
also would be at a disadvantage due to the 
new tax. In a way, the new levy would 
tend to assist the old established produ¬ 
cers and would put a hurdle in the way 
of the new ones. 

Again the Finance minister has been 
unduly harsh in describing advertising and 
publicity as “socially wasteful”. The total 
annual publicity bill of units in the private 
and public sectors is more than Rs 100 
crores and in the case of new products 
and new companies, publicity is indispen¬ 
sable for successful marketing. Even the 
public sector units have to resort to adver¬ 
tising for marketing new products. What 
is more, the Income-tax Department of 
the government of India is currently en¬ 
gaged in publicity through radio, TV and 
newspapers for speedy collection of taxes 
and CDS. Will Mr Patel term this expen¬ 
diture also as “wasteful”? 

If the Finance minister' docs not agree 
to make any changes in this regard, he 
will be hurting severely not only the 
advertising agencies but also the block- 
makers, printers, artists, designers and a 
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more people come to UNION BANK... 


...because 

UNION BANK 


more to offer! 


Union Bank hot grown incrachbly alnco 
nationalltation. And it it growing itiH. 
Union Bonk woo tho firti to hav# 
Introducod a 3-tior intorost rato 
tlructuio to offer cheaper attltianoa 
to farmora of smaller holdings, 
and to smallor/new bo/rowara in 
tha small*50010 Industry. 

From June 1969 to Oecombar 1977 
tha number of farmers assisted 
rose from G1543 to 1,86,666 and 
borrowers in the small scale 
industry from 1.632 to 14308. 

Besides, as of today, around 
Rt.5 croraa has been disbursed to 
very small and weak borrowara 
at the concessional rata of 4%. 


PROFILE 



June 

196B 

Dec. 

1977 

Average 

Annual 

Growth 

(%) 


. (^) .. 

(2) 

O) 

Branches ko. 

— of which Rural 

Sami Urban 

Oepoaita (Rt. Croraa) 

Ub 

(98) 

124.22 

TwRT 

24.10 

Advances (Rs. Crores) 

74.13 

647.65 

26.60 

—of which to 

A. Priority Bectora 

21.79 

22B.67 

31.80 

i) Exporta 

16.41 

64.60 

16.00 

ii) Other Priority B 
Neglected Sectors 

6.36 

174.07 

47.60 

% Share In Total 
Advances 3A : 3) 

28.39 

41.74 


i)(3A(i) :3) 

ti) (3A (ii) : 3) 

20.79 

9.95 


8.60 

31.79 
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3600 Tons of lowers on the move every month—Stringing 1000 Kms. of Transmission 
Lines each year— Export touching 60% of produrtion—In ail India tower export the 
percentage rangrng from 70 to 97%'-^String of massive orders of the size 
and dimension of around Rs 35 Crores—Total Export Orders for Turnkey Jobs 
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export consignment Rs 3 25 Crores—Pioneers of Power Transmission in India 
Towers transmitting power in over twenty countries 
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■IM symbol of inJustri.il viuhiy 
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large number of small newpapers. A rough 
calculation indicates that between 20 and 
25 per cent of the publicity budgets of 
companies would be slashed because of 
the new imposts. And it is the small news¬ 
papers and small printers and block- 
makers who will be hit the most. The ex¬ 
tent of unemployment likely to be genera¬ 
ted by this measure is of no mean order. 
That is why the advertising agencies and 
the small newspapers are hoping that Mr 
Pate] would withdraw this proposal and 
save many of them from going bankrupt. 

A bold decision has been taken by the 
Finance minister in regard to the proposed 
sale of gold from the stocks held by the 
government of India for which he needs 
to be congratulated. The critics of this 
policy have been motivated by a doctri¬ 
naire approach. They believe that such a 


policy would encourage investment in the 
yellow metal and gold jewellery and 
would» thus, reduce the flow of national 
savings to the priority sectors. 

In fact, this was the approach of the 
Congress government also and at one 
time, the prime minister, Mr Morarji 
Desai, himself was the foremost opponent 
of taking any step which would encourage 
the flow of national savings into gold. The 
gold policy of the Congress government, 
in fact, was formulated by Mr Desai. It 
had three broad functions, namely: (i) to 
wean the people from the use of 
gold jewellery; (ii) to lower the price of 
gold within the country; and (iii) to curb 
smuggling of gold. Unfortunately, the gold 
policy of the government has failed on all 
these three counts. 

During the emergency, one fact which 
Table II 


was firmly established was that this coun¬ 
try had been losing enormous volume of 
foreign exchange every year due to the 
smuggling activities of the anti-national 

Table I 

Tax Revenue (Incl. the Share of the States). 

(Rs crores) 


Year 

Direct 

taxes 

Indirect 

taxes 

Total 

taxes 

1950-51 

175.23 

229.31 

404.54 

1955-56 

171.16 

313.97 

485.13 

1960-61 

292.06 

603-45 

895.51 

1965-66 

598.30 

1462-37 

2060.67 

1970-71 

869-52 

2337.27 

3206.79 

1975-76 

2221.98 

5386.80 

7608.78 

1978-79 

2708 05 

7344.71 

10,052.76 

(Budget) 





Income-tax rates relate Income-tax Rates Including Snrdiarge: l973-74<^l978-79 

to financial year (Applicable to Individuals. HUFs, Unregistered Firms etc) (Percentage of Income) 


Ranges of income 
(Rs) 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Suggested by 
Wanchoo committee 

Upto 5,000 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

5,001— 6,000 

no 

Nil 

Nil 

Nil 

Nil 

Nil 

10 

6,001— 8,000 

11.0 

13.2 

Nil 

Nil 

Nil 

Nil 

10 

8,001—10,000 

110 

13-2 

18.7 

16-5 

Nil 

Nil 

10 

10,001—15,000 

18.7 

16-5 

18-7 

16-5 

17.25 

17-25 

15 

15,001—20,000 

25.3 

22.0 

220 

19.8 

20.70 

20.70 

20 

20,001—25,000 

33-0 

33*0 

33.0 

27-5 

28.75 

28.75 

25 

25,001- 30,000 

44-0 

44.0 

44.0 

33.0 

34.50 

34.50 

35 

30.001—55,000 

55.0(30.001—') 
40.000) 1 
66.0(40,001— 

50.000) J 

1 .55.0' 

550 

44-0 

46.0 

46.0 

45 (up to 
40,000) 

50 (40,001— 
50,000) 

50,001—70,000 

66.0 (50,001-1 
60,000) 1 
77-0 (60,001-1 
70,000) J 

1 66-0 

66.0 

55.0 

57,50 

57.50 

55 (50,001 — 
60,000) 

60 (60,001— 
70,000) 

70,001-100,000 

77.0 (70,001- 
80,000) 

82.5(80,001— 

100,000), 

, 77-0 

77-0 

60.5 

63-25 

63.25 

65 

• 

More than 100,000 

88-0 (100,001— ) 

200,001) W7.0 

93.5(8l)ove200^)j 

77.0 

66.0 

69 00 

69.00 

1 65 
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and 
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Entrust your trust to StateBank- 
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For over 40 years... 


Your trust is like a growing child. 

It needs great care. Protection. 

So. make sure you place it in the 
right hands. The safe and sure hands 
of State Bank's Services Banking 
Division—with 40 years of experi- 
ence. What's more, you still make 
the decisions. After all. your trust is 
still your baby. 

State Bank's Services Banking 
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■ Preparation of Wills with the help 
of a Solicitor of your choice, and 
the execution thereof 

■ Keeping the Wills under its safe 
custody 

■ Preparation of trust deeds and 
other allied documents with the 
help of a solicitor of your choice; 
and its management thereafter 


I Management of Employees' 
Provident Fund as to its investment 
I Trusteeship under Married 
Women's Property Act—Policies 
issued by the Life Insurance Cor¬ 
poration for the benefit of the 
wife, child/children or any of them 
I Preparation and submission of 
returns of income, wealth, and gift 
tax. as well as estate duty to the 
Income-tax Office and appearing 
before the tax authorities in 
response to the notices served 
on the assessees. Even attending 
to the income-tax cases where 
income is derived from all sources 
except "Profits and gains of 
business or profession" 

i.Obtention of exemption certificates 
from tHI Income-tax Office. 


For further details cut this coupon and 
send it to: 

The Manager. 

Services Banking Division. 

State Bank of India (Main Branch). 
Bombay Samachar Marg. 

Bombay 400 023. 

Please send me/us full particulars of your 
scheme for management of Trusts to the 
following address: 
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eTcmenfi of society, particularfy tlibse 
vi^ho smuggled gold into the country. Once 
the smugglers’ rings were smashed during 
the emergency Indians living abroad 
started sending their remittances through 
the banks, instead of the clandestine 
channels, with the result that this country 
started getting foreign exchange at the 
rate of more than Rs 100 crores a month. 
In due course, the country built up foreign 
exchnnge reserves of the order of Rs 4,000 
crores. 

Lately, the smugglers have reared their 
head again as the domestic price of gold 
ranging between Rs 650 and Rs 700 for 10 
grams provided a profit of more than 
Rs. 200. This is a powerful incentive to 
smugglers and despite its supreme efforts, 
the government has not been able to put a 
complete stop to this nefarious activity. 
Once the smugglers succeed in reestablish¬ 
ing their old contacts, the valuable foreign 
exchange which the country has been re¬ 
ceiving through the remittances of Indians 
living abroad will be lost once again. The 
only way to restrain the smuggling in of 
gold is to curb the rising tendency of gold 
prices within the country by satisfying 
domestic demand through sales either 
from existing stocks or through imports. 
This is the only potent way of curbing the 
smuggling in of gold. Seen in the back¬ 
ground of this development, the revised 
gold policy of the government seems both 
practical and realistic. In fact, the mere 
announcement about the sale of gold by 
the government brought down prices by 
nearly Rs 100 per 10 grms, though they 
have hardened lately because of the delay 
in the finalisation of the gold sales firo- 
gramme. As sboh as 
Curbing incuntivn the govertmen^ lib- 
to ■muggling toads a part of the 
gold tn'the irtaVlcet, 
the difference between the Indian and 
international prices of gold will narrow 
to such an extent that no incentive would 
be left for the smugglers. Such a step will 
ensure the continued inflow of foreign 
exchange through remittances, as hitherto. 
If necessary, a part of the foreign exchange 
available with the government may be 
used for the import of gold. It will con¬ 
vert the foreign exchange reserves into 
rupee resources which can be employed 
for reducing the budgetary gap of the 
govcmhtfm. Gold stocks with th^ 


gbvlSrninent will also perform the same 
function. 

Because of the ready demand in west 
Asian countries for gold jewellery manu¬ 
factured in our country, the government 
should encourage the jewellers to stimu- 
late the export of jewellery. It will per- 
fbtm two ftinctlons. First, it will allow 
this counti^ to export the imported gold 
at enhanced rates and, second, it will pro¬ 
vide employment opportunities to our 
craftsmen. In the wake of the gold control 
policy promulgated in the early sixties, 
the craft of goldsmiths was rudely shaken 
as many experienced hands were thrown 
out of employment. The revised policy 
will undoubtedly provide a new life to 
the art of manufacturing artistic jewellery 
in this country and will save this craft 
from dying out. 

The rationale underlying the changes in 
Merest rales announced by the Finance 
minister, Mr H.M. Pafel, on February 28, 
1978, was explained 
Dr I.O. Patel, 
dtposifs ratoi governor, Reserve 
Bank of India, at a 
meeting with the chief ex^utives of major 
commercial banks in Bombay recently. 
The iSxed deposit rates were loWer^ 
selectively as indicated in Table V. 
While there was a drop of half per cent 
in rejjard to 6xed deposits for periods 
ranging from 15 days to 90 days there was 
no change for deposits made for periods 
ranging from 91 days to three years. 
However, for periods over three years and 
up to five years there was a reduction by 


half per cent from 8.0 per cent to 7.5 per 
cent while for all Axed deposits for over 
Avc years there was a drop by one per 
cent from 10 per cent to nine per cent. 

The banking circles have predicted that 
the adverse effect of lower deposit rates 
would be soon felt on the inAow of savings 
into the banks. Particular attention needs 
to be drawn to the reduction in interest 
on Axed deposits for more than Ave years. 

Tabid III 

Compulsory Deposits 


Income 

(Rs) 

Financial 

year 

1977-78 

Financial 

year 

1978-79 

15,100-15,620 

Whole 

Whole 


amount 

amount 


exceed¬ 

exceed¬ 


ing 

ing 


Rs 15,000 Rs 15,000 

15,621—25,000 

4% 

41% 

25,001—35,000 

10% 

11% 

35,001—70,000 

10% 

121% 

Above 70,000 

12% 

15% 


It inay be recalled that last year when the 
minimum bonus of 8.33 per cent of wages 
was restored to the workers by presidential 
ordinance, the ministry of Finance had 
introduced a special Avc years savings 
bond carrying a 13 per cent annual 
interest (simple) to attract a part of the 


Tablh IV 

Deductions Relating to Long-term* Savings 


Assessment Assessment Assessment Assessment Assessment 

year 
1979-80 



year 

1975-76** 

year 

1976-77 

year 

1977-78 

year 

1978-79 

First Rs 2,000 

100!% 

100% 

100% 

100% 

Next Rs 2,000 

50% 

100% 

100% 

100% 

NextRs 1,000 

50% 

50% 

50% 

50% 

Next Rs 5,000 

40% 

50% 

50% 

50% 

Balance 

40% 

40% 

40% 

40% 

*Lire insurance, provident fund contributions and other approved forms < 
*^p|>Iicable shwe the assessment year 1974-75. 


100 % 

100 % 

100 % 

»% 

40% 
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funds being released through the bonus 
[payments. The Finance minister had 
estimated that nearly Rs 100 crores would 
be mobilised through the bonds but the 
actual receipts fell far short of the e$ti« 
mate and exceeded marginally Rs 10 
crores. The savings bond scheme proved 
almost a flop because of the prevailing 
practice by the banks of compounding 
interest at monthly intervals for fixed 
deposits of over five years. In fact, the 
yield on these fixed deposits proved to be 
on al’par with that of the savings bonds. 
Now that the rate of interest for such 
deposits has been lowered by one per cent 
to nine per cent, the savings bonds have 
certainly acquired an edge over the long¬ 
term fixed deposits with banks. The 
interest payable on these bonds can be 
spread over the five-year period for income 
tax purposes on annual accrual basis. At 
the same time, the monthly interest scheme 
on deposits for more than five years which 
was very popular, has been done away 
with. Under the new rules, interest will 
be paid quarterly or half yearly and not 
monthly. Surely, this will result in size¬ 


able diversion of fixed deposits from banks 
to the savings bonds. 

. Dr I.O. Patel, expected the banks to 
reduce the lending rates broadly in the 


Table V 

Fixed Deposit Rates 

(Percentage) 


Period 

Old 

New 

15 to 45 days 

3.0 

2.5 

46 to 90 days 

3.5 

3.0 

91 days to less than 6 months 

4.0 

4.0 

6 months to less than 9 months 

4.5 

4.5 

9 months to less than I year 

5.0 

5.0 

I year to 3 years 

6.0 

6.0 

Over 3 years uplo 5 years 

8.0 

7.5 

Over five years 

10.0 

9.0 


following ranges: (a) For banks with 
deposit liabilities in excess of Rs25 crores, 
all rales of 16^ per cent and above to be 
brought down to 15 per cent. For banks 
with deposit liabilities less than Rs 25 
crores, similar adjustment of the higher 
rales to 16 prr cent; (b) For existing rales 


between ]3i and 15 per cent, reduction 
should work out on an average to one 
per cent, with reductions in the upper 
ranges being more than the average; (c) 
Existing rates of interest over 12i per cent 
and up to 13^ per cent should be brought 
down close to 12] per cent; and if reduc- 
tions imply going to rates marginally 
below 12] per cent (i.e. minimum lending 
rate) banks may do so and inform the 
Reserve Bank accordingly; (d) For the 
existing rales of 12] per cent and below, 
some reduction should be effected; (e) The 
existing rates charged under the Differen¬ 
tial Rates of Interest Scheme remain un¬ 
changed ; (f) The concessional term lend¬ 
ing rates for small-scale industry, agricul¬ 
ture, etc, and for crop loans below 
Rs 2,500 announced on December 12, 
1977 will remain unchanged; (g) The 
minimum lending rates of 14 to 15 per 
cent in respect of advances against com¬ 
modities subject to selective credit control 
remain the same as at present; such 
advances are also subject to the new ceiling 
rates. 

—S. P. Chopra 
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Policies and Decisions 


Indirect taxation : heavy but judicious dose 


Confronted with the task of stimulating 
investments in the economy and promot- 
ing savings for financing these investments 
the minister for Finance, Mr H.M. Patel, 
apparently did not have any alterna¬ 
tive to stepping up indirect taxation. 
The direct taxation measures he has pro¬ 
posed in his budget speech on February 
28 are expected to yield Rs 25.5 crores, 
besides Rs 25 crores he expects under the 
compulsory deposits scheme for income- 
tax payers. If, however, note is taken of 
the fact that he has withdrawn the seven per 
cent levy on the gross amount of interest 
received by scheduled banks on loans and 
advances made by them within the coun¬ 
try, which is envisaged to result in a loss 
to the central exchequer of as much as 
Rs 130 crores in a full year and Rs 108 
crores during the next financial year, the 
direct taxation proposals of Mr Patel 
involve a sizeable loss of revenue to the 
exchequer instead of any addition to it. 
Direct taxation has its limitation at the 
present stage of our development and the 
prevailing circumstances. 

Of the total additional effort at mobi¬ 
lisation of resour. 
Expected ces aggregating to 

yield Rs 549,5 crores, in¬ 

direct taxes—excise 
duties and customs levies—arc. expected 
to yield Rs 498.96 crores net—Rs 488.62 
crores under excise duties and Rs 10.34 
crores under customs. The centre, how¬ 
ever, will benefit out of this additional 
revenue to the extent of only Rs 400.85 
crores; the balance Rs 98.11 crores will 
accrue to the states as their share in the 
additional indirect taxation. The net 
additional resources accruing to the cen¬ 
tre, of course, are estimated around only 
Rs 346 crores, taking into account the 
additional receipts of indirect taxes and 
the loss of revenue due to the withdrawal 
of tax on interest receipts by banks. 

In the context of the uncovered gap in 
the next year's budget of as much as 


Rs 1,396 crores—and that too without 
taking into consideration an additional 
burden of Rs 80 crores cast on the ex¬ 
chequer by two important decisions taken 
by the government on the eve of the 
budget concerning the grant of a fresh 
instalmmt of dearness allowance to the 
central government employees and chan¬ 
ges in excise duties on sugar—the net 
additional taxation resorted to by Mr 
Patel cannot be styled as massive, even 
though without the concessions, it has 
been a record one. * The resultant gap 
shown in the budget, thus, amounts to 
Rs 1,130 crores an unprecedented level 
to which deficit financing has been taken 
recourse at the time of presenting any 
budget estimates. 

Part of the deficit is proposed to be 
covered through the 
Sale of sale of government 

gold gold. To what ex¬ 

tent this will happen, 
the Finance minister has been reluctant 
to say as the gold sales policy has not 
only yet to be finalised but also these 
sales have to be regulated primarily to 
obviate the ugly smuggling activities which 
have resurged in the recent months due 
to the substantial premium the price of 
gold in the Indian market commands over 
the international price. Part of the sales 
of gold are to be effected to boost jewel- 
lery exports. 

To some extent, the deficit might also 
be contained owing to shortfalls in the 
next year’s annual Plan outlays. Even 
compared to the budgetary provisions for 
the current financial year, the next Plan’s 
total outlay has been stepped up substan¬ 
tially, particularly in the state sector, in 
terms of the reoriention being given to 
Plan programmes in favour of agricul¬ 
ture, rural development, power and 
infrastructure. That this fear is not 
unwarranted should be borne out by the 
fact that the current year’s outlay on 


Plan programmes has quite significantly 
fallen short of the budgetary provisions 
and expectations—may be due to the 
elections in the northern states in June last 
and the slow gearing of the development¬ 
al machinery to the new priorities. Jn 
four important states—Maharashtra, 
Andhra Pradesh, Karnataka and Assam— 
elections to the state 
Shortfalls in legislatures have 

outlays been concluded only 

recently, besides in 
Meghalaya, and Arunachal Pradesh. 
Although in three states—Maharashtra, 
Andhra Pradesh and Karnataka—the 
Congress has been able to again form its 
ministries—in Andhra Pradesh and 
Karnataka under the leadership of Mrs 
Indira Gandhi’s faction and in Mahara¬ 
shtra a coalition between the official 
Congress and Mrs Gandhi's group—in 
Assam there has been a change in the 
government with the Janata party coming 
into power. The new state governments 
in Assam and Maharashtra obviously 
should take some time to settle down. 
Further, the new priorities of planning 
themselves require a massive endeavour 
which can be built up only steadily. 

It, of course, is cnco uraging to note 
that the non-Plan expenditure is envisag¬ 
ed to be contained as rigidly as in the 
current financial year, which has had a 
salutary effect on the current year’s central 
budget even though the deficit shown now 
is as high as Rs 975 crores, as against 
just Rs 84 crores budgeted for the year. 
The ostensibly sharp increase in the cur¬ 
rent year’s deficit, however, has been 
occasioned by several factors, the most 
important among them being the inability 
to draw down foreign exchange reserves 
to the tune of Rs 800 crores and nearly 
Rs 414 crores extra expenditure which 
the centre had to incur on providing ways 
and means assistance to some states whose 
exchequers had been denuded by the pre¬ 
vious Congress governments or had com? 
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under lieavy strain as a sequel to cyclone 
havoc. 

In normal circumstances, the proposed 
deficit in the central budget would have 
raised many an eyebrow because of its 
likely impact on the price level. Even the 
large dose of indirect taxation would 
have been viewed similarly. The com¬ 
bined effect of the two would have led to 
great a deal of disturbance on the prices 
front. But the post-budget experience, 
though yet limited, as well as the reaction 
to the budgetary proposals have not been 
as disturbing as could have been in nor¬ 
mal course. This should suggest that the 
calculated risk which the Finance minister 
has taken in leaving an uncovered gap 
of Rs 1,130 crorcs, despite administering 
a heavy dose of indirect taxation, was not 
unwarranted. 

This, however, should not induce any 
sense of complacency amongst the finan¬ 
cial managers of the country. They will 
have to exert closa vigilance over the 
trends in the economy as they unfold 
themselves in the coming weeks and must 
act expeditiously to meet any challenges 
which they propose to do with the help of 


the very comfortable food stock and 
foreign exchange reserves. 

So far as customs levies are concerned, 
the gross gain in revenue expected by 
Mr Patel from his proposals is Rs 23.7 
crores, which stands diluted to just 
Rs 10.34 crores through grant of reliefs 
in several import levies. The only import 
duty which has been stepped up is that on 
polyester filament yarn—from 120 per 
cent to 200 per cent ad valorem—which 
will yield an additional revenue of Rs 6.4 
crores in a year. Bulk of the additional 
revenue under customs head will result 
from the additional (countervailing) duties 
which have been adjusted as a consequ¬ 
ence of the changes proposed in thi ex¬ 
cise levies—Rs 2.3 crores from petroleum 
products and Rs 15 crores from other 
items. 

The reliefs given in customs duties con¬ 
cern several items. The more important 
reliefs provided are: (i) reduction in the 
import duties (basic and auxiliary) from 
40 per cent to 25 per cent ad valorem on 
certain items of machinery and equipment 
imported* by the leather and garment 
industries and for the purposes of oil ex¬ 


ploration and certain machine tools, 
testing machines and instruments; 

(ii) scaling down of the import duties 
(basic, auxiliary anJ additional) on con¬ 
denser tissue paper and electrical insula¬ 
tion paper from 185 per cent to 75 per 
cent ad volorem; 

(iii) cut in the import levy (basic, 
auxiliary and additional) on polypropylene 
film used in the manufacture of electrical 
capacitors from 230 per cent to 75 per 
cent ad valorem; 

(iv) bringing down of the import duties 
on certain electronic components from 
varying rales to a uniform rale of 45 per 
cent ad valorem; 

(v) reduction in the impjrt levy (basic 
plus auxiliary) on certain cinematogra¬ 
phic laboratory equipments from 120 per 
cent to 40 per cent ad valorem and cur¬ 
tailing of the additional (countervailing) 
duty on exposed black and while cine¬ 
matograph films from Rs 12,000 per print 
to Rs 7,750 per print and on colour cine¬ 
matograph films from Rs 18,000 to 
Rs 13,000 per print in respect of films up 
to 4,000 metres in length—the rates of 
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duty on films of longer lengths is to be 
higher by 25 per cent. 

Not much objection can be taken to 
the increase in the import duty on polyes¬ 
ter filament yarn, as, according to the 
Finance minister, it has been effected not 
as a straight revenue raising measure but 
for providing some protection to the 
indigenous industry. The manufacture of 
this man-made fibre, indeed, has not yet 
grown domestically to such an extent that 
in the prevailing circumstances, it can 
stand on its own legs. The attempts being 
made to diversify the main raw materials 
for the textile industry necessitate ex¬ 
pansion of the man-made fibres making 
capacity, as there are the limitations to 
which the production of natural fibres 
can be expanded. Care, of course, needs 
to be taken that this protective measure is 
not taken undue advantage of by the 
domestic manufacturers to the detriment 
of the general consumer. Already con¬ 
sumer resistance has developed to some 
extent in the textile market, leading to 
the annua] growth in sales slowing down. 
The industry itself will do well to take 
cognizance of this. 

The various reliefs granted in the 
customs duties, of course, were called 
for. In the case of the customs levy 
on cinematograph films, the relief in the 
additional (countervailing) duty has been 
granted primarily 
Various owing to the changes 

reliefs made in the excise 

levy. The cut in the 
import duty on certain cinematographic 
laboratory equipments and also the re¬ 
ductions effected in the import levies on 
certain electronic components, polypro¬ 
pylene film, condenser tissue paper, elec¬ 
trical insulation paper and on the items 
of machinery and equipment required for 
the leather and garment industries and 
oil exploration as well as certain machine 
tools, testing machines and instruments, 
follow the recommendation of the Indirect 
Taxation E-nquiry Committee (popularly 
known as the Jha committee), which 
submitted its final report early this year. 
This report had stated; “The present level 
of import duties which had been hiked 
up in the situation of acute foreign ex¬ 
change shortage, appears to be too high. 
As a result, high cost uneconomic indus¬ 


tries have come into being. Duties on 
intermediates and machineiy particularly 
will have to be brought down to lower 
levels”. 

The 111 per cent cut in the import duty 
on condenser tissue paper and electrical 
insulation paper and 155 per cent reduc¬ 
tion in the levy on polypropylene film 
should have a salutary effect on the 
prices of the products for the manufac¬ 
ture of which these materials arc used. 


The greater use of capacitors should go 
some way in reducing transmission losses 
. which are unduly 

tranllmrssion f *'*• 

losses As a result, Irans- 

mission of power 
should become more efficient and economi¬ 
cal. Although concerted efforts have been 
made to end power shortages within the 
next few years through augmenting power 
generation capacity at a much more rapid 
pace than has been the case in the recent 
past, wastages of energy at present owing 
to high transmission 'losses and such other 
fiictors are to be avoided to the extent 
possible in the short run. 

The leather and garment manufacturing 
industries, indeed, are fast growing indus¬ 
tries. They also command good markets 
abroad. The reduction in the import 
duties on certain items of machinery and 
equipment required by them should help 
in making the new units in these indus¬ 
tries as well as the expansions of the ex¬ 
isting units more competitive in the world 
market. 


As regards oil exploration, it obviously 
has to be stepped up a great deal if we 
have to come to rely upon domestic crude 
oil to nearly three-fourths of our require¬ 
ments which is understood to be the goal 
of the government till .some new prolific 
fields are located. 


The Finance minister, however, seems 
to have acted only half-heartedly in grant¬ 
ing concessions on the customs. 

Reduction in import duties all along 
the line was warranted in terms of the 
Jha committee's report, especially in the 
Ccise of equipments and machinery and 
industrial intermediates which are not 
produced indigenously in adequate quan¬ 
tities or to the requisite quality. Mr Patel, 
therefore, could have gone farther on this 
front, particularly when through the 


liberalisation of imports, facilitated by the 
current Comfortable foreign exchange 
position, the loss resulting from the scal¬ 
ing down of import levies could have been 
made up significantly, if not more or less 
fully, by the larger volume of imports. 
The Jha committee has observed as 
follows in this regard: ‘*The loss of re¬ 
venue will get partly compensated by 
larger imports coming in as well as 
through the excise revenue derived from 
higher domestic production.” 

The case for extending reliefs from 
import duties to a larger number of 
items of machinery and equipment was 
also quite strong in view of the fact that 
the present government is planning for a 
major thrust in the industrial field, parti- 
cularly in the small-scale, rural and 
cottage industries 
Trust in sector, for meeting 

industry the raw material re¬ 

quirements of which 
concerted elforts will have to be made even 
in the large-scale sector, both public and 
private. The production costs of this 
sector have to be contained with a view to 
servicing effectively the small-scale sector 
and creating elfective demand. 

In the field of excise duties, the major 
proposals of the Finance minister are as 
follows: 

(i) Imposition of excise for the first time 
on coal at rates varying from Rs 5 to 
Rs 10 per tonne-~-hard coke Rs 10 per 
tonne, coking coal Rs 7 per tonne and all 
other coals Rs 5 per tonne (expected yield 
in a year Rs 58 crorcs); 

(ii) levy of excise duty on electricity at 
the rate of two paise per KWh, with ex¬ 
emptions for captive consumption, agri¬ 
cultural purposes, electricity generated 
with the aid of portable generators and 
electric batteries, etc. (Rs 145 crores); 

(iii) increase in the general excise duty 
on items not otherwise specified from two 
per cent to five per cent ad valorem 
(Rs 100 crores); 

(iv) imposition of a special duty of 
excise at the flat rate of five per cent of 
the efTective rate of basic excise duties on 
all items on which excise duties are levied 
(Rs 214 crorcs)—coal, electricity and 
goods covered by the above three excise 
levies are exempted from this duty; 

(v) rationalisation of excise duties on 
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petroleum products such as refinery gases, 
lubricating oils and greases, waxes and 
coke (Rs 53.08 crores); and 

(vi) marginal adjustments in duties on 
cotton fabrics, man-made fabrics, and 
other textiles. 

Some modest additional revenue is also 
expected from certain changes effected in 
the excise structure by notification in re¬ 
spect of tea waste and vegetable products. 
Branded cigars and cheroots whose value 
is less than Rs 50 per 100 which were 
completely exempted from the excise 
levy earlier have been subjected to 
this duty at varying rates through 
notification. 

In contrast with the practice followed 
by his predecessors of picking up selec¬ 
tively some items for increasing the burden 
of excise duties with a view to taxing par¬ 
ticular sections of community and income 
groups, Mr Patel this year has resorted 
to an across-the-board stepping up of the 
incidence of these duties. The idea behind 
doing so is that while a modest increase 
in duties will yield sizeable revenue, the 
inter se relationships among the various 
sectors of the economy would be main¬ 
tained. 


Ostensibly this is a judicious principle. 
But the impact of across-the-board 
increase in excise levies should distort 
the picture somewhat in the case of the 
items on which the existing excise levies 
are very high, for instance, petroleum 
products, cigarettes, a number of items of 
elitist consumption, etc. 

While no tears need be shed for the 
increase in the burden of taxation on 
elitibt consumption, the Finance minister 
could have been a bit selective in respect 
of such items as industrial intermediates, 
equipment and machinery and inputs of 
public transport. Even the Jha committee 
had quite judiciously pointed out that the 
future indirect taxation measures should 
try to avoid the cascading effect of that 
taxation. The Finance minister has not 
attempted to do so in any significant 
manner except in the case of some import 
levies as mentioned earlier. The reason 
for this appears to be that the time avail¬ 
able to him for fully implementing the 
recommendations of the Jha committee 
was not enough and he could implement 
only some of its suggestions. 

The imposition of excise duties on coal 


and electricity, as could be expected, has 
proved to be the most controversial, 
although care has been taken by Mr Patel 
to obviate any adverse effect of the pro. 
posed excise duty on electricity on agri¬ 
cultural development. 

So far as coal is concerned, it is perti¬ 
nent to note that the government has been 
resisting the plea of Coal India for raising 
its sale prices on the consideration that 
this would result in adversely affecting 
production costs in industry, which will 
have an unhealthy impact on the inflatio¬ 
nary potential in the economy. It has, 
on the other hand, preferred to subsi¬ 
dise the losses of Coal India through 
budgetary support. The central subsidy 
to Coal India, indeed, would be contained 
indirectly by the raising of Rs 58 crores 
in a year through the imposition of excise 
duty. But this system can have a unhealthy 
effect on Coal India in the sense that it 
will not have much incentive to contain its 
production costs which would have been 
the case had it been asked to suitably 
readjust its sale prices and fend for 
itself. 

The imposition of excise duty on elec- 
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tricity consumption will also have a 
similar effect. It can be expected to raise 
production costs all through the industrial 
sector, as the yield expected is as much as 
Rs 145 crores per year—by no means a 
sm^ill amount. 

Perhaps the Finance minister has been 
obliged to resort to these two measures 
with a view to circumventing opposition 
to increases in coal prices and electricity 
tariffs, which is invariably encountered in 
any discussion on the issue. Seen in this 
light, bis attempt makes sense, especially 
when large amounts are needed for the 
development of the coal industry as well 
as for augmenting the power generation 
capacity in the country. 

The increase in the general excise duty 
on items not otherwise specified from two 
to five per cent ad valorem cannot be 
seriously objected to even though this 
duty has been raised by five times since 
its institution a few years ago. The rate 
even now is just half the ultimate rate 
suggested by the Bhoothalingam Com¬ 
mittee which reported on the issue. 

In line with the proclamation of the 
Janata party to foster the development of 
the small-scale sector, the Finance minis¬ 
ter has sought to 
Relief to email provide relief to this 
scale sector sector from the excise 
burden by rationa¬ 
lising the definition of small units for the 
purposes of excise levies. In pursuance 
of the Jha committee’s report, he has 
proposed c.\cmption to all small-scale 
units manufacturing some 69 items, 
including medicines, soap and detergents, 
paints and varnishes, household electrical 
goods, steel furniture, metal containers, 
aerated waters, vegetable non-essential 
oils, ceramics, etc, the clearances of which 
in the preceding year do not exceed Rs 15 
lakhs from the duty payable on the first 
clearance of Rs five lakhs. According to 
the Finance minister’s estimates, this 
measure will benefit about 24,000 units 
currently under excise control and will 
reduce considerably the procedural require¬ 
ments which these units are required to 
follow. It will also remove the anomaly 
under which relief is presently lost totally 
in many cases the moment the threshold 
limit of exemption is crossed. 

The Finance minister has also attempted 
to obviate the burden of the excise duty 


on electricity on the agricultural sector by 
exempting power-driven pumps used by 
agriculturists from this duty and also 
electricity produced with the aid of port¬ 
able generators and batteries. The grant 
of exemption from this excise to electricity 
generated for captive consumption should 
help industrial units going in for captive 
units, particularly in 
, , sectors where power 

Captive units consumption is high. 

But this can happen 
on any significant scale only if permissions 
for such generation are granted expedi¬ 
tiously and legitimate financial assistance 
required for the purpose is not grudged. 
A pertinent case that can be cited in this 
connection is that of aluminium industry. 
But pending the aluminium manufacturing 
units going in for captive power genera¬ 
tion, they could be spared the burden of 
the new impost, as owing to their power- 
intensive nature, it would have a very 
serious effect on their production costs. 

Quite judiciously, the Finance minister 
has proposed the following other reliefs 
from the excise levies: 

(i) The duty on three-whceled auto- 
rikshaws which arc registered with the 
state transport authorities solely for trans¬ 
port of passengers for hire, is to be reduc¬ 
ed from 12.5 per cent to 10 per cent; 

(ii) grant of complete exemption from 
the general excise duty to all drugs, medi- 
cines, pharmaceutical preparations and 
drug intermediates not otherwise specified 
for excise purposes and also pesticides, 
insecticides, fungicides and weedicidcs; 

(iii) grant of complete exemption to 
whole-milk powder from the levy on pro¬ 
cessed foods; 

(iv) reduction from 40 per cent to 30 
per cent ad valorem in the duty on small 
refrigerators of capacity not exceeding 
100 litres; 

(v) extension of the concession avail¬ 
able in duty on parts of refrigerating and 
air-conditioning machinery required for 
installation in specified establishments to 
ready assembled air-conditioning units of 
window and package type which are used 
by smaller industrial installations; 

(vi) reduction in the duty on the third 
dozen stage of colour prints of films not 
exceeding 4,000 metres in length from 
Rs 7,500 to Rs 5,000 and making of suit¬ 
able adjustments in the case of black and 


white films as well as longer films; and 

(vii) scaling down of duty on film prints 
cleared for home consumption after 12 
months from the date of the first release 
of the film for public exhibition. 

The relief granted to the refrigerating and 
air-conditioning industry was well warrant¬ 
ed because of the serious recession through 
which this industry has been passing for 
quite some time. The small adjustments 
made in the excise levies on television sets 
in favour of the multichannel sets of 
smaller values were similarly called for in 
view of the additional expenditure incur¬ 
red by the manufacturers on providing the 
second channel. Such sets have to be 
produced for catering for the needs of 
some areas in view of double channel pro¬ 
grammes available there. 

The impact of the increases effected by 
the Finance minister in excise duties on 
the price level has been oillcialJy calculat¬ 
ed at just 0.7 per 
. - , cent. There are even 

Impact on prices expectations that it 

might be of a lower 
order in view of the fact that the industry 
and trade might be able to absorb part of 
it as has happened in the last couple of 
years. Official studies, it is claimed, show 
that the whole of the additional excise 
burden has not been passed on to the 
consumer in the form of higher prices 
since 1974 when the price level in this 
country as well as abroad came under un¬ 
precedented strains. 

It is true that despite heavy doses of 
inflation as well as significant additions 
to the tax burden in the last three years, 
the price level, by and large, has tended 
to stabilise except in the cases of some 
items such as edible oils and pulses in 
whose case shortfalls in domestic produc¬ 
tion could not always be supplemented by 
imports. Expansion in the scale of pro¬ 
duction following revival of demand as a 
result of increase in employment, for 
which concerted efforts are envisaged to 
be made, and also the reduction in the 
bank credit costs, as a sequel to the with¬ 
drawal of the tax on interest receipts of 
scheduled banks should be helpful in miti¬ 
gating the cost-push inflation likely to 
result from the excise levies on coal and 
electricity. Similar should be the impact of 
the concessions announced in excise levies 
for the benefit of the small-scale sector as 
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TV€]1 at of the developing consumer resis¬ 
tance in some fields. The huge deficit 
shown in the budget estimates too may 
not have any significant impact on the 
price level, provided, of course, remedial 
measures, whenever found necessary, are 
taken to effect imports of items the avail¬ 
ability of which from the indigenous 
sources might tend to fall short of require, 
ments. The comfortable food supply 
position as well should be helpful in con¬ 
taining prices. But it would be erroneous 
to assume that cost-push inflation can be 
contained within the small percentage asses, 
sed officially. A major imponderable is the 
cushion available to the trade and industry 
to absorb the new excise burden. Consider¬ 
able cushion, indeed, was there after the 
1974 spurt in prices. It has been gradually 
eroded since then to no small extent. 

The Finance minister’s announcement 
that octroi would be done away with in 
the near future through separate legislation 
is welcome for it will considerably facilitate 
transportation of goods by road. The 
revenue loss on this account—approxi¬ 
mately Rs 250 crores per annum—is not 
something which cannot be rationally 
recouped otherwise. Energetic efforts, of 


course, are needed to rationalise the sales 
tax structure in the light of the Jha com¬ 
mittee’s recommendations, despite the 
reluctance of the state governments to 
surrender this source of revenue to them. 
There is, apparently, a good case for sub¬ 
stituting sales tax on an Increasing number 
of commodities by additional excise duties 
the proceeds of which arc passed on to 
the state governments in their entirety. 

As mentioned earlier in this piece, the 
Finance minister has not yet done much 
to avoid the cascading effect of customs 
and excise duties as well as sales tax. It is 
hoped that the deliberations on Jha com¬ 
mittee’s recommendations in this regard 
would be completed expeditiously and 
action initiated in right earnest to attain 
the laudable objective of containing pro¬ 
duction costs through avoidance of the 
cascading effect of the above imposts. We 
gradually have to move towards the value 
added tax. 

The changes proposed by Mr Patel in 
postal tariffs on behalf of the minister for 
Communications perhape were warranted 
in view pf the loss being incurred by the 
postal authorities. The additional revenue 
accruing from these changes is expected 


to be of the order of Rs 13.73 crores ia 
a full year and Rs 11.44 crores next year. 
This will meet just about 50 per cent of 
the current deficit of the postal branch of 
the Posts and Telegraphs Department. 
This burden may not be grudged as care 
has been taken to put it only on certain 
types of consumers. The common man 
in the rural areas is not being affected. 
But can it be hoped that the efficiency of 
the posts and telegraphs authorities will 
improve along with the emoluments of 
the staff? There can be no denying the 
fact that the efficiency has gone down 
significantly in the recent months. 

The lowering of the bank credit costs 
to industry, as mentioned earlier, should 
assist in fostering industrial growth. The 
Finance minister should do well in having 
a second look at the other loan interest 
rates as well, for instance, those of the 
Life Insurance Corporation for house 
building activity. A step-up in this activity 
has good potential for creating employ¬ 
ment which will go some way in reviving 
demand for mass consumption industrial 
goods that will help in the expansion of 
the scale of production. 

—R. C. Ummal 
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Programme for rural development 


While THE Indian economy has under¬ 
gone a transformation following expan¬ 
sion of industrial base, improvement in 
agricultural productivity in selected areas 
and increased national income, the basic 
problems of unemployment and poverty 
continue to mar the rural landscape. The 
Finance minister in his budget speech, 
therefore, proposed to tackle this twin 
problem of unemployment and poverty 
by allocating additional resources for 
agriculture and ancilliary services, irriga¬ 
tion and rural infrastiucture. 


With an eye on accelerated rural deve¬ 
lopment, the government has proposed a 
target of creating additional irrigation 
potential of 17 million hectares in the next 
live years. Nine million hectares will be 
under major irrigation and eight million 
hectares will be under minor irrigation so 
that an optimal use will be made of both 
surface and ground water resources. 
Simultaneously efforts are to be made to 
ensure that this potential as well as exist¬ 
ing facilities arc used effectively. The sup¬ 
ply of inputs is to be increased through 
investment in industries such as electricity 
and fertilisers. The government would 
also promote the use of organic manures 
along with chemical fertilisers to protect 
the quality of the soil over the long run. 
Command area development programmes 
will be implemented vigorously. 


Dryland farming 


The Finance minister has also stressed 
the importance of 
dryland cultivation 
methods in those 
parts of the country 
where irrigation is not possible in the near 
future because of inadequate surface or 
ground water resources. This would be 
important for crops such as millets, pul¬ 
ses, oilseeds and cotton. 


Along with agriculture, small industries 
.and rural industries have been assigned 
an important role in the elimination of 
poverty and unemployment. Large areas 
of production have been reserved for cou 
tage and small industries and an improv. 


ed organisation is proposed to help them 
grow faster. At the same time, since many 
of these industries may not be viable 
without a great deal of technical improve, 
ment, it has been proposed to undertake 
research to provide technical assistance to 
rural and small entrepreneurs. The Finance 
minister hoped that efforts in this direc¬ 
tion would be made by public sector 
enterprises and others in the organised 
sector. 

Before elaborating the significance of 
the moves proposed by the Finance minis- 
ter for the elimina- 
Magnituda of tion of rural poverty 

problem and unemployment, 

it would be worth¬ 
while to review the magnitude of the 
problem which faces the country today. It 
has now been estimated that the number 
of persons seeking employment is above 
20 million, and the chronic unemploy¬ 
ment has been estimated at around four 
to five million, the number being slightly 
more in urban areas than in rural areas. 

The number of persons below the poverty 
line has been estimated at between 43 and 
60 per cent of the total population which 
shows that the situation is indeed grave 
by any standards. The 28th round of 
National Sample Survey (October 1973- 
June 1974) revealed that severe destitution 
wasof the level of 13.24 per cent. Severe 
destitution has been defined as monthly 
per cdpita consumer expenditure of less 
than Rs 28 in rural areas and Rs 34 in 
urban areas. Destitution which has been 
defined as monthly per capita consumer 
expenditure of less than Rs 34 in rural 
arees and Rs 43 in uiban areas, has been 
estimated at 26 per cent. Poverty, defined 
as monthly per capita consumer expendi¬ 
ture of less than Rs 43 in rural areas and 
Rs 55 in urban areas has been placed at 
46 per cent. It may be pointed out that 
in actual numbers rural poor had been 
estimated at around 208 million and urban 
poor at around 56 million in 1973-74. In 
other words, the programme which pro¬ 


poses to eliminate destitution and poverty 
as well as unemployment must attempt to 
provide additional income and work in 
the rural areas in a dynamic manner. 

Obviously, there is a close inverse cor¬ 
relation between improved agricultural 
productivity in an 
Extnnt of nreii and the extent 

destitution of destitution. Fur 

instance the results 
of the National Sample Survey, which had 
divided 56 NSS regions according to agri. 
cultural productivity, revealed that the 
per capita consumption levels of landless 
labourers was less than Rs 30 per month 
in 41 regions. Out of these 41 regions 28 
regions had productivity of less than 
Rs 1 too per hectare. The per capita con¬ 
sumption level of landless labourer house¬ 
holds was higher than Rs 30 per month 
for 15 regions. Out of these IS regions, 
10 regions had land productivity levels of 
Rs 1100 per hectare or more. It can thus 
be seen that the consumption level of 
landless labourers is usually associated 
with higher land productivity. It may be 
added that high land productivity docs 
not necessarily ensure higher standards of 
living for landless labourers because a rela¬ 
tively larger number of them can get emp¬ 
loyed in a region leading to high disguised 
unemployment and reduced level of living. 
Consequently increased agricultural pro¬ 
ductivity has to be associated with a shift 
in surplus labour to non-agricultural acti¬ 
vities. 

The pattern of agricultural growth in 
India has been quite uneven. In Punjab, 
Haryana, western UP and selected pockets 
in other parts of the country a fast in¬ 
crease in irrigation, along with an intensi¬ 
fied application of the new technology and 
increase in cropping intensity made an 
annual growth rate of more than 5 per cent 
possible. These areas aa'ount for about a 
quarter of the increase in agricultural pro¬ 
duction in the last decade or so. In more 
widespread areas, particularly in Rajas¬ 
than, Madhya Pradesh and parts of UP, 
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Andhra Pradesh and Karnataka, growth 
in agricultural production was evident 
at a relatively lower pace than in the 
fast growing areas and annual growth rate 
was estimated at between 2.5 and 3.5 per 
cent. If the additional irrigation facilities 
can cover 17 million hectares in the next 
five years, there will be improved agricul¬ 
tural productivity in areas where it has 
remained stagnant till now. Other program¬ 
mes of dry land cultivation etc will also 
improve productivity. The net result will 
be an improved level of living in a few 
more pockets in the country. 

It has now been established that a shift 
from inferior to superior cereals and from 
the cereal production to commercial 
crops leads to higher employment generat¬ 
ing possibilities in the economy. It has 
been observed that crops such as sugar¬ 
cane and potatoes have high labour inten¬ 
sities than cereal crops, but in cotton and 
groundnut the evidence has not been 
very clear. Generally paddy and wheat 
show high labour intensities but inferior 
cereals and pulses show low labour inten¬ 
sities. In other words, substantial employ¬ 
ment generation effects are achieved by 


shifting from unirrigated to irrigated 
farming. Also, employment per hectare of 
land is higher in the high yielding varie¬ 
ties as compared to the local varieties, 
although over a period the labour content 
of output gets lower on account of the 
technological breakthroughs. The new 
technology and irrigation also augment 
labour demand through increased crop¬ 
ping intensity. 

It has rightly been stressed that the em¬ 
phasis on rural employment would require 
new technologies in non-crop sectors such 
as dairying, poultry, forest and fisheries 
The emphasis in the sixth Plan will 
have to be on critical inputs and pro¬ 
vision of infra.slructurc which play an 
important role in integrating new decen¬ 
tralised technological proce.sses with the 
needs of the small producer. In the area 
of these agro-industries, the whole con¬ 
cept of supporting social and c;onomic 
infrastructure in relation to the abiilties 
and needs of the local community who. to 
a major extent, finance and fully main¬ 
tain such infrastructurCf will have to be 
kept in mind. All this would require a 
substantially improved local planning 


apparatus through proper block and dis¬ 
trict planning. 

In the field of rural industries and small 
scale industries in rural areas the Janata 
government faces a big challenge. The 
previous experiment in this field tried 
through Community Development Pro¬ 
gramme has been nothing less than a 
ftirce. It has to be realised that the econo¬ 
mic aspects of rural industries include 
source of finance, output, cost structure, 
net value added, capital output ratios, 
capital labour ratios, surplus generated and 
marketing. These aspects centre round the 
crucial problems of utilisation of installed 
capacities, capital intensities in village 
industries and their abilities to generate 
economic surplus. Can the present 
government provide a machanism for the 
assessment of all these things in various 
rural industry projects? 

It was stated by the representative of 
the ministry of Industry during evidence 
before the Estimates Committee of Parlia¬ 
ment on Community Development: ‘‘You 
cannot force the growth of Industry in a 
rural area where the other supporting 
factors do not exist. After all. the resour- 
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ces oi government are limited and if >ou 
spread out these limited resources in all 
the rutal areas in this country, you would 
not be able to achieve any result”. 

It was further stated: “The area of in¬ 
dustry is something in which one has to 
go a little cautiously because it has to be 
co-ordinated with the general industrial 
development of the country and the extent 
to which industries are taken to the rural 
areas. The two things go together.” 

The fourth Plan also contained a 
programme of decentralised industrialisa¬ 
tion. Under this programme the Indus¬ 
tries department had to pick up 'growth 
centres* and concentrate their develop¬ 
ment activities in these centres. Seven 
hundred growth centres were contemplated 
during the fourth Plan. The development 
of growth centres had to be done in the 
context of the limited resources made 
available for the purpose. 

The success of any programme of 
rural industrialisation depends on 
the selection of industries which arc 
locationally viable or which are capable 
of adopting improved technology pro¬ 
gressively. For instance, in the various 
rural industrial estates functioning at 
one time there were 340 sheds of which 
277 were occupied. In the 34 non-func¬ 
tioning estates, there were 307 sheds of 
which 86 were occupied. 

It was distressing to note that in a semi- 
rural industrial estate in Bhimtal near 
Nainital, where ncar- 
Disused ly twenty nicely built 

•beds sheds had been lying 

vacant when I visit¬ 
ed it in 1972, all the window panes had 
been broken and several doors had been 
pulled away by the vandals. Cows and 
sheep were roaming around the estate and 
the whole place had been converted into 
a large community latrine. 

These estates had been constructed 
indiscriminately without prior assessment 
of the industrial potential and availability 
of other requisite facilities in those areas. 
The whole scheme had been processed in 
a most unrealistic manner, leading to the 
waste of public funds. It had been sugges¬ 
ted that attempt should be made to utilise 
the vacant sheds either by removing the 
handicaps and providing proper facilities 
or by finding alternative uses of the sheds. 
It had also been suggested that in future 


the rural industrial estates should be set 
up only after conducting a thorough sur. 
vey of the prospective areas vis-a-vis their 
potentiality. 

It is true that in order to attract small 
entrepreneurs in rural areas, the govern¬ 
ment has to create necessary infrastructu¬ 
ral facilities and con- 
Necessary ditions by providing 

infrastructure electricity, water sup¬ 

ply, preferential allot¬ 
ment of raw materials, finance and ade¬ 
quate marketing facilities. But the govern¬ 
ment will have to move cautiously in 
order not to repeat the mistakes which 
were committed during an experiment on 
a smaller scale. 

The Finance minister, Mr H.M. Patel, 
has asked the nationalised banks to 
come forward to assist village industries. 
He advised the banks to work like deve¬ 
lopment agencies fostering the growth of 
agriculture, small and cottage industries and 
other occupations in villages, giving up the 
traditional concept of banking as an acti¬ 
vity of providing working capital against 
the security of stocks. In doing this, the 
Finance minister wanted the commercial 
hanks to avoid any conflict with other 
institutions such as the co-operative banks 
in rural areas. “The objective of the com- 
mercial banks should be to integrate 
their operations with those of the co-ope¬ 
rative banks. They must strengthen the 
primary agricultural societies and far¬ 
mers’ service societies,” he pointed out. 

Even today institutional finance meets 
only about 35 per cent of the credit needs 
of agriculture. Spelling out the tasks 
before thepublic sector banks, the Finance 
minister stated that these banks had been 
setting a target of opening at least one 
branch,in each block by June this year, 
and of providing one-third of their total 
credit for priority sectors by March next 
year. The banks had also to ensure that 
all the needs of the rural areas were met 
and till this was done, deposits mobilised 
in the rural areas were not to be utilised 
elsewhere. 

Some banks have already started assist¬ 
ing the rural areas, though on a limited 
scale. For instance the State Bank of 
Patiala has come forward for integrated 
development in a village in Punjab. 
Rawao-Hera is inhabited entirely and ex¬ 
clusively by Harijans. Even the artisans 


and shopkeepers in the village belong to 
Harijan community. According to a survey 
carried out by the Slate Bank of Patiala, 
the people of the village are living much 
below the poverty line. The per capita 
income works out to twenty rupees per 
month. All the houses of the village arc 
kacha and are in a dilapidated condi¬ 
tion. Almost all the families use earthen 
utensils. The survey revealed that every 
family is under debt, ranging from five 
thousand rupees to forty thousand rupees. 
Some years ago, they secured loans and 
installed tubewells to improve their pro¬ 
duce but the sub-soil water was found 
unfit for irrigation. This added to the 
indebtedness of the poor Harijans. 

While the tubewells have fhilcd, the 
canal water supply continues to be far 
from satisfactory. There is a small water 
channel which reaches the village Rawan- 
Hera at the fag end when the water 
supply is greatly diminished. It often 
happens that influential farmers of other 
villages effect unauthorised cuts in the 
channel to divert water supply to their 
fields. The Harijans feel helpless. 

The State Bank of Patiala has adopted 
the village for integrated development. An 
ambitious plan has 
Ambitious formulated to 

plan transform the eco¬ 

nomic, social and 
cultural life of the people. The bank has 
already advanced short-term crop loans 
to the fanners for the current 'Rabi* 
season which enabled them to purchase 
agricultural inputs in time. It is hoped 
that there would be about 25 per cent 
increase in wheat production this season. 
An action plan costing Rs 11.45 lakhs has 
been approved for providing immediate 
relief to the people. It envisages provision 
of two tractors, construction and repairs of 
houses, setting up of 92 dairy units with 
sheds, facilities for weaving of cloth and 
sunhemp and setting up of two work¬ 
shops, two grocery shops and a fair price 
shop in the village. The execution of the 
plan has been entrusted to a team of 
enthusiastic bank officials, ft would pursue 
both banking as well as non-banking 
activities so as to develop the village and 
make the inhabitants self-supporting in all 
respects. 

Some industrial units are also getting 
involved in this process. For instance 
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Gwalior Rayons at Nagda (Ujjam district), 
has adopted adjoining villages for their 
betterment. The company has provided 
hclpfor educational facilities, medical care, 
drinking water sources, barrage, pan* 
chayat buildings and temples construction 
in various villages. The management has 
contributed funds for village school build¬ 
ings at Takaravada and Gindhwania. At 
village Sagotamata-Piploda, two school 
buildings (one for boys and other for 
girls), have been constructed. Villages 
Geedgarh, Pamcr Khedi, Athalawada 
and Udaipura have been provided with 
drinking water projects. The villages 
have wells and handpumps. For 
villages Nayan and Piptoda, a huge ghat 
on the river bank has been constructed. 
The village illumination scheme for 
Gindwania has been undertaken by the 
management. The company has provided 
medical care to the villagers through Jan- 
Seva Hospital. In a dozen villages either 
new shrines have been constructed or old 
ones renovated. 

Another scheme of integrated rural 
development has been introduced by 
Hindustan Lever Limited in the backward 
district of Etah in UP. Five supervisors of 


the conapany help the farmers in deciding 
on the best crop rotations, selection of 
seed, improved practices, such as the 
width of the crop rows, seed rate, fertiliser 
dosage, irrigation intervals, tilling and 
weeding. The supervisors have also 
arranged with each village to have a set 
of demonstration farms to show the 
achievements of the application of all the 
optimal agricultural practices. 

The supervisors had helped about 157 
farmers in these villages to secure loans 
to the tunc of Rs 59,000 and surprisingly 
all these loans were repaid to the banks 
at the end of the rabi season. This was 
contrary to the general view of the 
bankers that in these village farmers had 
always been defaulters. Another positive 
achievement has been that the super¬ 
visors have successfully inculcated in the 
farmers of these villages the desire to 
invest in several other activities such as 
school buildings, bunding pits, village 
roads and streets and common utility 
equipment including tractors, which 
amount to a higher level of development. 
Thus with the assistance of the Bharatiya 
Agro Industries Foundation (BAIF), Urli- 
kanchan, in Maharashtra, the company 


has now introduced a cross-breeding pro¬ 
gramme for cows in Etah. 

With a view to making the programme 
a success, the company decided to set up 
a five-lakh rupees model dairy of 20 cross¬ 
bred cows from Urlikanchan along with 
30 non-descript cows which were to be 
artificially inseminated with semen of 
proven sires from Urlikanchan. The 
farmers from the district come here regu¬ 
larly to see for themselves the progress of 
the inseminated animals, the cross-calves 
and consequently the increase in their 
milk yields. 

It is possible that such instances may 
multiply in the near future, but the total 
impact of such projects cannot increase 
employment to a perceptible extent. Ulti¬ 
mately it will be a realistic national policy 
backed by large funds and precise opera¬ 
tional blue print that will solve the prob- 
lem of rural destitution and unemploy¬ 
ment. It is hoped that the much awaited 
sixth Plan document, which is likely to be 
available in the near future will provide 
clues to the institutional changes for an 
efficient execution of a programme of 
rural development. 

—Hardev Singh 
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Budget Document 


Rapid rise in 

non-development expenditure 


Presenting the budget for 1978-79 to parliament on February 28, 1978, the Finance 
minister, Mr H.M. Patel, stated that the availability of resources for development in 
this country had not kept pace with the need for investment primarily due to the 
fast increase in non-development expenditure and the erosion of the resource base. 
He underlined the necessity to practise the utmost economy in administrative 
expenditure and to curtail the various concessions and subsidies given to different 
sections of society without adequate economic justification. He suggested increased 
cost effectiveness through better project planning and implementation and further 
improvement in the working of the public sector projects so that their surpluses 
may contribute additional funds for the public exchequer. 

The full text of part 'A' of the budget speech Is given below : 


Thf: Economic Survey has pre¬ 
sented a detailed review of the 
trends in the Indian economy 
for the current year. I shall, 
therefore, refer only briefly to 
them. 

We inherited a highly ex¬ 
plosive inflationary situation 
when we took office. Prices in 
1976-77 went up by over 12 
per cent. In a year in which 
real gross national product in¬ 
creased by less than two per cent, 
money supply went up by 20 
per cent. Thus at the beginning 
of 1977-78, the economy was 
faced with a massive excess of 
liquidity which threatened to 
unleash a fresh bout of infla¬ 
tion. In the early part of the 
year, our government, in the 
process of honouring its com- 
mitments made to the people, 
withdrew the compulsory de- 
posit scheme and also restored 
the statutory bonus of 8.33 per 
cent. These measures no doubt 
further added to the pressure 
of demand. Against this back¬ 
ground, it is most gratifying 
that the economy has been so 
managed during the current 
year as to ensure that prices 
did not increase. Hon’ble 
members will be pleased to 


note that the wholesale price 
index is today lower than the 
level inherited by us from the 
previous government. 

This relative price^ stability 
has been achieved by pursuing 
an active policy of supply 
management and public distri¬ 
bution and a policy of restric¬ 
tion on money and credit. The 
issue of cereals and sugar from 
the public stocks has been 
liberal. Large quantities of 
edible oil, cotton and artificial 
fibres were imported to make 
up domestic shortfalls. Exports 
of a number of essential com¬ 
modities were regulated and 
export duties were adjusted in 
order to increase domestic 
availability. Both administra¬ 
tive and monetary steps were 
taken to ensure that speculative 
hoarding did not take place 
and cornered stocks came on 
to the market. At the same 
time an active support pro¬ 
gramme was pursued with 
regard to many commodities, 
other than cereals, to ensure 
incentives for adequate pro¬ 
duction. We can justifiably 
claim that significant progress 
was made towards evolving an 
integrated price and distribu¬ 


tion policy for essential com¬ 
modities. 

1 derive added satisfaction 
from the fact that relative 
price stability has been main¬ 
tained against the background 
of a rapidly expanding econo¬ 
my. The gross national product 
will register a satisfactory 
growth of five per cent in the 
current year as compared to 
1.6 per cent in 1976-77. Agri¬ 
cultural production which had 
declined sharply last year is 
expected to more than make 
up the lost ground. Foodgrain 
production is expected to ex¬ 
ceed last year’s level by about 
10 million tonnes despite the 
natural disasters in the south. 
The production of commercial 
crops is also expected to 
improve considerably. 

This result has been achieved 
in part due to good weather 
but to an even greater extent 
because of the increased irriga¬ 
tion potential, increased use of 
fertilizers, pesticides and high 
yielding variety seeds. Addi¬ 
tional irrigation potential 
created during the year will be 
2,23 million hectares—the 
highest achieved in a single 


year so far. The use of ferti¬ 
lizers is expected to go up by 
23 per cent to 4.2 million 
tonnes. The area under high 
yielding variety seeds is ox- 
peeled to increase to nearly 35 
million hectares in 1977-78, 
an increase of more than two 
million hectares over the pre¬ 
vious year. Clearly the basis 
now exists for a more dynamic 
growth of agriculture in the 
years to come.. 

Slow export growth 

The balance of payments 
continues to be strong. Export 
growth has, however, slowed 
down considerably. Slow 
growth of the world economy, 
growing protectionism, a sharp 
decline in some commodity 
prices and a lack of demand 
for others account for this. It 
is important, therefore, that 
we do not relax in our export 
efforts. We should indeed con¬ 
tinue to strengthen the export 
organisation that has been built 
up and the image of Indian 
exports that has been created 
while simultaneously improv¬ 
ing the competitiveness of our 
exports further. 

The country’s foreign ex¬ 
change reserves have risen 
further, despite an increase in 
imports, because of continued 
inward remittances and a small 
surplus on trade account. Since 
reserve accumulations amount 
to lending abroad, these should 
be drawn down and .used for 
internal development by a 
poor country like India. 

A number of steps have been 
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taken to utilise these reserves 
but the continued accretion 
indicates that these arc not 
enough. I therefore, propose to 
create a new facility under 
which term lending financial 
institutions and public sector 
banks will provide rupee 
finance on appropriate terms 
to cover the import costs of 
approved projects. This will be 
in addition to the rupee finance 
which is already being made 
available to cover domestic 
costs. A consortium of banks 
will be formed to provide such 
loans, supplementing the 
finance by the term lending 
institutions. 

At the same time, [ want to 
dispel the impression that our 
reserves are so large that they 
have to be spent without any 
real justification. The fluctua¬ 
tions in our balance of pay¬ 
ments arising from swings in 
agricultural production and in 
the prices of some of our 
essential imports are large, and 
we do not have a secondary 
line of reserves as the develop¬ 
ed countries have. A substan¬ 
tial volume of reserves is thus 
necessary for us to have man¬ 
oeuvrability and flexibility in 
our development policy. We 
should, therefore, use them 
wisely to increase our develop¬ 


ment potential and not fritter 
them away. 

Industrial production in the 
current fiscal year is expected 
to show an increase of five to 
six per cent. This is no doubt 
less than the growth of indus¬ 
trial production in 1976-77. 
However, it has to be reco¬ 
gnised that the lower growth 
rate this year is to a large 
extent due to the shortage of 
power which is directly attri¬ 
butable to the past neglect of 
this viral sector. Besides, a 
substantial part of the increas- 
ed output of major industries 
in 1976-77, such as iron and 
steel and coal went into inven¬ 
tories rather than in satisfying 
final demand. By contrast, 
inventories in these industries 
have shown a healthy decline 
in the current year. 

It goes without saying that 
we cannot be satisfied with the 
present rate of growth of 
industrial production. Wc 
must strive for acceleration in 
industrial growth since it can 
make a material contribution 
in generating new employment 
opportunities, maintaining 
price stability and providing 
savings for future growth. An 
increase in public investment, 
particularly in infrastructural 
facilities such as power, coal. 


transport and irrigation can 
provide the necessary fillip. la 
addition, there is an urgent 
need to improve project imple¬ 
mentation and make an effec¬ 
tive use of resources. 

An improvement in the state 
of consumer goods industries 
depends upon cost reduction 
through more efficient opera¬ 
tion and modernisation and on 
generation of a more broad, 
based demand. An increase in 
rural incomes resulting from 
the increased emphasis on 
agricultural investment and 
rural development should 
prove beneficial to a wide 
range of industries. This only 
reinforces our conviction that 
rural development should con¬ 
stitute the heart of the future 
strategy of growth. 

The role of exports should 
not be underestimated in this 
regard. Export demand has 
sustained to a significant ex¬ 
tent industries like engineering, 
leather, iron and steel, textiles 
and sugar. Though in a conti¬ 
nental economy like India export 
led growth may be out of the 
question, the important role 
which exports can play in sus¬ 
taining production and invest¬ 
ment needs to be emphasised. 
The relative freedom and man¬ 
oeuvrability which growing 


export earnings have given to 
policymaking underscore the 
importance of a sustained ex¬ 
port drive. 

In spite of the considerably 
better economic performance 
during the current year, the 
basic problems of unemploy¬ 
ment and poverty continue to 
be with us. A year is too short 
a period to make any serious 
impression on these gigantic 
problems. We made a begin¬ 
ning last year by allocating 
more resources to agriculture 
and ancillary services, irriga¬ 
tion and rural infrastructure. 
We will have to persist along 
these lines because it is only 
over time that the necessary 
increase in output and employ¬ 
ment will come about. The 
effort to plan, build an imple¬ 
mentation organisation, arrange 
supply lines of inputs and 
marketing will have to go on 
unremittingly. The details of 
this general strategy of deve¬ 
lopment will be available to 
us when the new Plan is pre¬ 
sented to the nation next 
month. 

Certain broad decisions 
which will be part of this 
strategy have already been 
taken. Government has for¬ 
mulated a target of creating an 
additional irrigation potential 


Selected Economic Indicators 



1971-72 

1972-73 1973-74 1974-75 1975-76 

(Percentage change over previous year) 

1976-77 

1977-78 

Gross National Product at 1970 -71 prices 

1 5 

-11 

5 2 

0 5 

8 5 

1 6* 

5 0** 

Agricultural production 

—0 4 

-8 0 

10 7 

—3 5 

15 6 

—6 7 

7 0** 

Foodgrains production 

—3 0 

—7 7 

7 9 

-4 6 

21 0 

—7 8 

10 0** 

Industrial production 

3 3 

4 0 

2 2 

2 6 

6 1 

10 4 

5 2t 

Electricity generated 

9 3 

6 1 

2 8 

5 2 

13 5 

11 8 

2 5tt 

Wholesale prices 

5 6 

10 0 

20 2 

25 2 

—11 

2 1 

6 6tt 

Money supply 

12 9 

16 6 

15 5 

6 9 

11*3 

20 3 

* 7£ 

Imports (in current prices) 

11 6 

2 4 

58 3 

52 9 

16 5 

—3 6 

3 8££ 

Exports (in current prices) 

4 8 

22 5 

28 0 

31 9 

21 4 

27 2 

9-3££ 


’''Quick estimates. Source ; Economic Survey 1977-78 

Anticipated. 

t April-Octobcr, 1977 over Aprll-Octobcr, 1976. 

tt Average of April-Decembcr, 1977 over average of AprII-December, 1976. 

£As 00 January 20, 1978 compared to March 31,1977. 

££Aprll-Noveml)er, 1977 over AprII-November, 1976. 
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of 17 million hectares in the 
next five years. Nine million 
hectares will be under major 
irrigation and eight million 
hectares will be under minor 
irrigation so that an optimal 
use will be made of both sur¬ 
face and groundwater re¬ 
sources. Simultaneously elTorts 
will be made to ensure that 
this potential as well as exist¬ 
ing facilities are used effective¬ 
ly. The supply of inputs will 
be increased through invest¬ 
ment in industries like electri¬ 
city and fertilizers. Govern¬ 
ment will also promote the 
use of organic manures along 
with chemical fertilizers to 
protect the quality of the soil 
over the long run. Command 
area development programmes 
will be implemented vigo¬ 
rously. 


Dryland farming 

In many parts of the coun¬ 
try a large proportion of the 
area under cultivation is with¬ 
out irrigation at present and 
it will be without irrigation in 
the future as well because of 
lack of adequate surfcice or 
groundwater resources. These 
areas also have to prosper if 
rural disparities are not to 
widen. Therefore much more 
attention will have to be paid 
to dry cultivation methods. 
This is extremely important 
because all of our millets, and 
a large proportion of pulses, 
oilseeds and cotton are grown 
under such conditions, leading 
to low growth of output and 
violent fluctuations in output 
and prices. 

Along with agriculture small 
industries and rural industries 
have an important part to play 
in the elimination of poverty 
and unemployment. The new 
Industrial Policy Statement 
embodies this goal of govern¬ 
ment policy. Large areas of 
production have been reserved 


for cottage and small indus¬ 
tries and an improved organi¬ 
sation which will help them 
grow faster has been outlined. 
At the same time, since many 
of these industries may not be 
viable without a great deal of 
technical improvement, there is 
an urgent need to undertake 
research and render technical 
assistance to them. I earnestly 
hope that efforts in this direc¬ 
tion will be made by public 
sector enterprises and others 
in the organised sector. 


necessaiy to practise the 
utmost economy in administra¬ 
tive expenditure and to curtail 
the various concessions and 
subsidies given to different 
sections of society without 
adequate economic justifica¬ 
tion. We should aim at greater 
cost effectiveness through 
better project planning and 
implementation. The working 
of public sector projects should 
be improved still further so 
that their surpluses contribute 


more to the public exche¬ 
quer. 

There is also an urgent need 
to increase individual and cor¬ 
porate saving if increased 
investment expenditure is to 
take place without any adverse 
pressures on prices. This would 
require greater simplicity in 
the life style of those individals 
who can save, and a greater 
efficiency and a reduction in 
inessential expenditure on the 
part of corporations. 


Revised Estimates for 1977-78 


Industrial unrest has been 
causing a great deal of anxiety 
this year. A certain reaction to 
the earlier constraint under the 
obnoxious emergency regime 
is understandable. But output 
is likely to be affected serious¬ 
ly if this unrest is allowed to 
continue unabated. While the 
legitimate demands for addi¬ 
tional emoluments 'Should be 
met, these have to be appraised 
against the socio-economic 
realities of the country. 

Incomes policy 

It is, therefore, important to 
have guidelines to determine a 
wages, incomes and prices 
policy. We have appointed a 
study group to suggest guide¬ 
lines for such a policy. Its re¬ 
port is due to be submitted 
shortly. A loss of production 
is not in the interest of the 
country. It is, therefore, of the 
utmost importance that labour, 
management and government 
cooperate in bringing about 
harmonious industrial rela¬ 
tions. 

The availability of resources 
for development does not 
seem to have kept pace with 
the need for investment. This 
is because of the rapid increase 
in non-development expendi¬ 
ture and the erosion of the re¬ 
source base. Therefore, it is 


In the revised estimates for 
1977-78, the revenue from 
income and corporation taxes 
shows a shortfall of Rs 36 
crores and union excise duties 
are expected to yield Rs 140 
crores less than the budget 
estimates of Rs 2336 crores 
and Rs 4593 crores respective¬ 
ly. This is mainly due to the 
slower growth of industrial 
production in certain sectors. 
The yield from customs re¬ 
venues and the interest-tax, 
on the other hand, is expected 
to show an improvement of 
Rs 52 crores and Rs 16 crores 
over the budget estimates of 
Rs 1728 crores and Rs 99 
crores respectively. After 
allowing for states* share of 
taxes and duties, which re- 
mains at Rs 1799 crores as in 
the original budget, centre's 
share of tax revenue will be 
less than the budget estimate 
by Rs 100 crores. 

Market loans will exceed the 
budget figure of Rs 1000 crores 
by Rs 183 crores, because of 
larger deposit accretions with 
banks. But net receipts on 
account of external assistance 
will be lower than the budget 
estimate of Rs 1052 crores by 
Rs 275 crores. This is due to 
the fact that a larger proportion 
of aid received now is project 
aid which is by nature slow 


disbursing. Programme assis- 
tanc.}, which would have been 
utilised quickly, has been 
reduced because of the improve¬ 
ment in our - balance of pay¬ 
ments. 

During the course of the 
year a number of decisions 
taken by government for the 
benefit of large sections of the 
population cast additional 
burdens on the budget. To 
benefit farmers, the procure¬ 
ment prices of paddy and 
wheat were increased during 
the year without raising the 
issue prices from the public 
distribution sy.slcm. Again, 
urea prices were further reduc¬ 
ed by Rs 100 per tonne in 
October last year, though in 
the course of the year the cost 
of imported fertilizers increased 
significantly and the retention 
prices to domestic manufac¬ 
turers of fertilizers were raised 
to improve their viability. This 
policy of pricing fertilizers in¬ 
volves a subsidy from the 
central budget which is much 
more than the revenue from 
import and excise duties on 
fertilizers. 

A number of benefits were 
given to central government 
employees. An additional 
instalment of dearness 
allowance was sanctioned to 
them during the year. The rate 
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101- technology takes 
us on to tomorrow. 


Oxygen is the breath of life To the 
Medical Wing of lOL it is a commit* 
cnent to produce the best and the 
latest in anaesthetic and resuscitatory 
equipment To supply the purest medi* 
cal gases to the country's hospitals. 

lOL technology doesn't mean 
industrial gases alone, but the most 
reliable anaesthetic equipment and 
ancillanes available to the medical 
profession today—humidifiers, nebuli* 
zers, flowmeters, pressure valves, gas 
manifolds, emergency oxygen resusci- 
tators—lOL technology keeps bringing 
the latest international developments 
and innovations in medical equipment 
to India. 

In fields as diverse as steel-making 
and food preservation, metal joining 
and fertilisers, electronics and anaes¬ 
thesia, space rocketry and pollution 
control—lOL is working today to 
develop the technologies the country 
will need tomorrow 


O. is life 




litdian Oxygen Limited 
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of interest on government pro¬ 
vident funds has been enhanced 
and the incentive bonus scheme 
for those subscribers who do 
not make withdrawals has been 
further liberalised. The pen¬ 
sioners too were sanctioned 
another instalment of relief 
from September, 1977. These 
and other concessions given 
add up to a substantia] expen¬ 
diture. 

Excess revenue expenditure 

Non-Plan revenue expendi¬ 
ture, excluding Defence, is 
likely to exceed the budget 
estimate of Rs 5436 crorcs by 
Rs 118 crorcs. Of this increase 
Rs 84 crores is under export 
promotion, due mainly to a 
spill over of payments pertain¬ 
ing to 1976-77 and the intro¬ 
duction in the current year of 
a system of quicker disburse¬ 
ment of assistance to exporters. 
Barring this increase, non-Plan 
revenue expenditure has been 
kept practically within the 
original budget despite the 
additional burdens already 
mentioned. This is a welcome 
departure from the trend in 
the past several years of a steep 
increase in non-Plan expendi¬ 
ture. We have been able to 
achieve it by enforcing the 
utmost economy and pruning 
inessential e xpenditures to the 
maximum extent possible. 

The variations in non-Plan 
capital expenditure have been 
somewhat wider. There has 
been a net increase of Rs 100 
crores on account of technical 
credits to foreign countries 
under bilateral rupee trade 
agreements. These credits will 
be repaid when the imbalance 
in trade is corrected subse¬ 
quently. The net outgo on 
acepunt of fertilizer imports 
will be Rs 190 crorcs more due 
partly to bunching of imports 
towards the end of the year, 


and partly to a rise in inter, 
national prices. 

As hon’ble members arc 
aware, we have restored to the 
workers the minimum bonus of 
8.33 per cent for the year 1976. 
A wage settlement was also 
reached with port and dock 
workers involving arrear pay¬ 
ments from January, 1974. 
These have imposed an addi¬ 
tional financial burden on 
public sector enterprises. This 
and certain other adverse 
factors have led to an increase 
of Rs 113 crores in the budge¬ 
tary support to public sector 
undertakings. 

The expenditure on Defence 
continues to be the same as in 
the original budget, viz Rs 2752 
crorcs. 

Revised estimates show that 
Plan expenditure from the 
budget on petroleum, fertilizers, 


steel and telecommunications 
is going to be substantially less 
than in the budget. This was 
mainly due to slippages in deli¬ 
very schedules of machinery 
and equipment and in civil 
construction. Also, a few public 
sector undertakings were able 
to generate more internal 
resources than anticipated 
earlier and therefore needed 
less budgetary support for 
financing their Plan outlay. 

On the other hand, the total 
outlay on agriculture including 
rural development is expected 
to increase by Rs 12 crores. 
Plan expenditure on health will 
also be higher by Rs 13 crores, 
mainly on account of the inten¬ 
sification of the malaria eradi¬ 
cation programme. New 
schemes and accelerated work 
on on-going schemes, specially 
those linked to steel and power 


plants, have led to an increase 
of Rs 13 crores in the outlay 
on the coal sector. 

Overall, the budgetary out¬ 
lay on central Plan schemes is 
expected to be Rs 230 crores 
less than the original budget 
provision of Rs 3978 crores. 

I am not at all happy about 
the pace at which expenditure 
on Plan projects takes place. 
What is needed is a drastic 
change in organisation. It is 
proposed to devote much 
greater attention to this question 
in the coming months. 

Central assistance to the 
states’ plans will be Rs 2031 
crores as against Rs 1617 crores 
provided in the budget. An 
additional sum of R.s 414 
crores was provided as a cover 
for the gap in states' resources 
for financing their Plans and as 
advance Plan assistance to the 


Index Numbers of Wholesale Prices (1970-71 100) 


Per cent variation 
Weight - 




per cent 

1974-75 

1975-76 

1976-77 

April- 
Dee. 77* 

April- 

Dcc.76 

Dec. 77* 

1973-74 

1974-75 

1975-76 

Dec. 76 

ALL COMMODITIES 

100 00 

25 2 

1 1 

2 1 

6 6 

4 0 

1. 

Primary Articles 

41 67 

25 2 

- 6 6 

0 8 

12 6 

8 1 


(a) Food articles 

29 80 

26 0 

4 9 

-5 1 

13 0 

12 3 


F'oodgrains 

J2 92 

38 0 

11 1 

-12 3 

12 4 

14 7 


Cereals 

(10 74) 

42 3 

10 0 

-10 7 

6 2 

4 4 


Pulses 

(2 18) 

21 9 

15 8 

-19 7 

so 0 

68 4 


Fruits 8c vegetables 

6 13 

6 7 

9 2 

6 6 

21 1 

20 7 


Condiments 8c spices 

1 09 

55 7 

20 6 

- 16 5 

23 6 

35 8 


Eggs, fish 8c meat 

1 90 

19 3 

2 2 

1 7 

11 0 

11 4 


(b) Non-food articles 

10 62 

11 7 

14 6 

20 2 

12 4 

- 1 9 


Raw cotton 

2 25 

22 1 

-19 2 

44 8 

2 1 

9 7 


Raw jute 

0 43 

5 1 

12 9 

8 4 

20 9 

20 4 


Ollwcds 

4 20 

9 4 

27 0 

19 9 

35 9 

7 8 


(c) Minerals 

1 25 

87 9 

4 0 

2 0 

7 0 

6 8 

11. 

Fuel, Power, Light and Lubricants 

8 46 

51 8 

10 5 

5 3 

11 

0 1 

Hi. 

Manufactured Products 

49 87 

21 0 

14 

2 3 

3 2 

1 6 


Food products 

13 32 

9 2 

2 9 

4 2 

0 7 

-3 9 


Sugar, khandsari & gur 

(7 24) 

3 8 

6 9 

1 9 

- 13 7 

11 7 


Edible oils 

(3 72) 

16 6 

-21 8 

5 9 

.37 0 

•7 8 


Textiles 

11 03 

18 5 

- 7 8 

5 4 

12 5 

9 9 


Chemicals 8c chemical products 

5 55 

45 0 

4 0 

2 4 

0 9 

0 1 


Basic metals, alloys and metal products 

5 97 

24 2 

7 1 

2 9 

18 

2 0 


Machinery 8c transport equipment 

6 72 

27 5 

10 4 

- 14 

0 9 

1 2 


^Provisional. Source: Economic Survey 1977-78 
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states affected by the recent un¬ 
precedented natural calamities. 

When I presented the budget 
last year [ had estimated a 
budgetary deficit of Rs 84 
crores. This was after I had 
taken credit for a borrowing of 
Rs 800 crores from the Reserve 
Bank of India on the assump¬ 
tion that foreign exchange 
reserves would be drawn down 


by the additional assistance 
which 1 was compelled to make 
to the states on account of their 
deficits. Members will recollect 
that I had drawn attention to 
the improvident financial poli¬ 
cies of the outgoing govern¬ 
ments in the states. In addi- 
tion, a number of states which 
suffered serious damage on 
account of cyclones and floods 


crores is accounted for by 
importation of fertilizers. We 
have in fact by this process 
converted foreign exchange in¬ 
to a valuable fertilizer stock 
position and in this process we 
have not added to the money 
supply. Hon’ble members will 
appreciate that despite what 


seemingly appears to be a 
major deficit^ the government's 
prudent policies of supply 
management and credit restraint 
have controlled any possible 
adverse effects and indeed we 
have ended the year with no 
inflation at all. 


during the year. My anticipa- assisted. As a 

tion of the country’s ability to result there was substantial 
draw down the foreign exchange erosion of resources. It was 
reserves has not materialised, <itity to assist the new 

Since 1 had made a clear com- governments of the states so as 
milment that I would use this to enable them to start on a 
credit from the Reserve Bank reasonably clean slate. Having 
only if the reserves were drawn so, J can reasonably 

down, I do not propose to expect them to manage their 
resort to this borrowing. The affairs hereafter in such a way 
total budgetary deficit is now that they do not need to have 
expected to be of the order of recourse to unauthorised ovei- 
Rs 975 croics. This may appear drafts. 1 would like to state 
to be a sizeable sum but let me categorically that it will be my 
first clarify that of this endeavour to put a stop to this 
amount, the sum of Rs414 unhealthy practice, 
crores is directly accounted for Another large sum of Rs 190 


Variations in Monsy Supply | 





(Rs. crores) 


Curren- 

Depo- 

Ml 

M3 Curren- 


cy with 

sit 

[Money 

(Ml ! cy as 


the 

money 

supply 

time percen- 


public 


with the 

depo- tage of 




public) 

.sits money 





with supply 





liank.s) (end of 





the 





period 

1971 72 

430 

519 

949 

1673 57 7 


(9 8) 

(17 3) 

(12 9) 

(15 2) 

1972-73 

637 

741 

1378 

2321 56 1 


(13 3) 

(21 0) 

(16 6) 

(18 3) 

1973 74 

883 

617 

1500 

2611 56 4 


(16 2) 

(14 5) 

(15 5) 

(17 4) 

1974 75 

25 

750 

775 

19.76 53 0 


(0 4) 

(15 4) 

(6 9) 

(10 9) 

1975 76 

359 

991 

1350 

2930 50 3 


(5-7) 

(17 6) 

(11 3) 

(15 0) 

1976 77 

1168 

1531 

2699 

5303 49 1 


(17 4) 

(23 1) 

(20 3) 

(23 6) 

1977 78 

588 

813 

1401 

3573 48 6 

(upto 20-1-78) 

(7 5) 

(10 0) 

(8 7) 

(12 9) 

1976-77 

852 

798 

1650 

4024 50 5 

(upto 21-1-77) 

(12 7) (12 1 

I (12 4) 

(17 9) 

1 Note : Meurcs in brackets indicate percentage variations. I 



Source 

; riewtomic Snnry 1977•VS 


Budget Estimates for 1978-79 


The annual plan for 1978-79 
has been prepared pending the 
finalisation of the new national 
Plan. The fifth Plan is being 
terminated at the end of the 
current financial year and the 
new Plan will start from April 
1, 1978. The Planning Com¬ 
mission is presently engaged in 
formulating the new strategy of 
development in keeping with 
the changed priorities. It will 
be finalised after the National 
Development Council delibe¬ 
rates upon it next month. 

Hon’ble members will appre¬ 
ciate that planning being a con¬ 
tinuous process, at any point 
of time there is a large number 
of schemes and programmes 
under way which cannot be 
given up. Besides, many of 
these projects arc in advanced 
stages of completion and there¬ 
fore adequate provision is neces¬ 
sary if these arc to yield timely 
results. The.sc considerations 
have circumscribed our freedom 
in reordering Plan priorities for 
1978-79. Nevertheless, I ven¬ 
ture to say, the annual plan 
for 1978-79, as it has emerged, 
reflects the present govern¬ 
ment's commitment to a new 
agriculture-oriented and em¬ 
ployment-intensive strategy for 
development. 

The total outlay on the 
annual plans of the centre, 
states and union territories for 
1978-79 will be Rs 11649 crores 
as again.st Rs 9960 crores in 
1977-78. This represents an 
increase of 17 per cent. Conti¬ 


nuing schemes absorb as much 
as Rs 10465 crores of this out¬ 
lay. Out of the remainder, 
Rs 150 crores have been 
allocated for starts on new 
power projects and Rs 1034 
crores for schemes under other 
sectors. As much as 80 per 
cent of the latter i.c. Rs 828 
crores, is accounted for by 
agricultural and other schemes 
subserving the development of 
rural areas. 

Assistance to states 

The central budget for 1978- 
79 contains a provision of 
Rs 7281 crores for the central 
plan and for assistance towards 
the plans of states and union 
territories. The corrc.sponding 
figure for 1977-78 was Rs 5790 
crores. 

A provision of Rs 2761 crores 
1ms been made for central assis¬ 
tance for states' plans and for 
union territories’ plans, the 
sub-plans of the hill and tribal 
areas, North Eastern Council 
and assistance to the Rural 
Electrification Corporation. A 
provision of Rs 4520 crores 
has been made in the budget 
towards the central plan. To¬ 
gether with the internal and 
other resources of public sector 
undertakings, the central plan 
will be Rs 5664 crores in 1978- 
79 as against Rs 4939 crores in 
1977-78. Inclusive of their 
own resources, the plans of 
states and union territories will 
add up to Rs 5985 crores as 
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f ^iRgQndia'a 5,600 km coastline forms 
l^lthe base for India's marine 
1^9 industry, and from the unpolluted 
waters of the three seas that lap 
aKA*! these shores come untold marine 
wealth. Lobster, cuttlefish, crab, mussel, 
oyster, seerfish and, yes SHRIMP. India today 
exports close to Rs. 200 crores worth of sea¬ 
food to discerning markets all over the world. 
And we are now on the top of the shrimp list: 
the largest winner and exporter of SHRIMP 
in the world. 



THE MARINE PRODUCTS 
EXPORT DEVELOPMENT 
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compared to Rs 5021 crorcs in 
1977-78. 

For the first time in many 
years, the states' and union 
territories’ plans together will 
be larger than the central plan. 
The step up in the outlay on 
states’ plans as a whole is 19 
per cent while the plans of the 
union territories will go up by 
27 per cent. The central plan, 
on the other hand, will increase 
by 15 per cent. This reflects a 
reordering of our Plan priori¬ 
ties in favour of agriculture, 
irrigation, power and rural 
development all of which figure 
prominently in states’ plans and 
in somemeasure a shift towards 
greater decentralisation in plan¬ 
ning. Full provision has been 
made in each state's plan for 
meeting the requirements of 
agriculture, the ongoing major 
and medium irrigation projects 
as well us power projects. 
Adequate provision has also 


been made for essential new 
schemes in these two sectors. 

In keeping with our empha¬ 
sis on agriculture and rural 
development, the Plan outlay 
for agriculture has been raised 
by Rs 490 crorcs to Rs 1754 
CTores for 1978-79. In parti¬ 
cular the outlay on command 
area development has been 
stepped up from Rs 49 crores 
in 197 7-78 to Rs 82 crores in 
1978-79 and that on Small 
Farmers’ Development Agency 
in the central plan from Rs 45 
crores to Rs 115 crores in 
1978-79. The outlay on the 
drought prone area programme 
has been raised from Rs 51 
crorcs in 1977-78 to Rs 76 
crorcs for 1978-79. The desert 
development programme is 
being allocated Rs 20 crores 
for 1978-79 as against only 
Rs 6 crores in 1977-78. 

In the new planning strategy, 
block development plans will 


be a major instrument for . 
achieving full employment in 
rural areas in a time bound 
programme. The details of this 
programme arc being worked 
out. In the meanwhile, f have 
made a token provision of 
Rs 21 crores for this pro¬ 
gramme. This provision will 
be enlarged as the full details 
of the pragrammo are known. 

As part of the new strategy 
for rural development, it is 
proposed to launch a massive 
programme of dairy develop¬ 
ment—Operation Flood II— 
which will raise the nutritional 
standards of the people, gene¬ 
rate employment for about four 
million people in the first phase 
and augment the incomes in 
rural areas through a viable 
subsidiary occupation. The 
project which is estimated to 
cost nearly Rs 500 crores is 
being processed for implemen¬ 
tation but meanwhile action on 


certain essential pre-programme 
eiements has already been 
authorised so that the main 
work on the programme may 
start in time. 

Having regard to the exten¬ 
sive coastline of our country 
and the large numbers of peo¬ 
ple engaged in fisheries, the 
outlay on fisheries in the cen¬ 
tral plan is being raised from 
Rs 33 crores in 1977-78 to 
Rs 61 crores in 1978-79. This 
enhanced outlay will, apart 
from strengthening basic infra¬ 
structural facilities, enable us 
to enlarge employment and 
augment the incomes of fisher¬ 
men. 

In my last budget speech, 

I had indicated that as part of 
a comprehensive programme 
of rural infrastructure develop¬ 
ment it was necessary to accele¬ 
rate the construction of all- 
weather approach roads and 
the provision of drinking water 
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facilities in problem villages, large increase in investment 
In 1978*79, the outlay on rural ^ and a restructuring, strengthen- 
roads in the states' plans has ing and streamlining of the 
been stepped up to Rs 115 organisational set-4ip for plan- 
crores as against the current ning, execution and monitor- 
year’s outlay of Rs 85 crores. ing. The outlay on major and 
The provision for rural water medium irrigation projects for 
supply in tl^e states’ plans in 1978-79 will be R$ 1166 crores 
1978-79 will be Rs 105 crores as against Rs 1032 crores in 
as against Rs 70 crores in the 1977-78. The Plan outlay for 
current year. This will be sup- minor irrigation will be Rs 235 
piemen ted by a special provi- crores in 1978-79 as against 
sion in the central plan to the Rs 206 crores in 1977-78. It 
extent ofRs 60 crores. The will be supplemented to a large 
promise made last year that extent by loans from the Agri- 
the allocations for rural water cultural Refinance and Deve- 
supply and rural roads will be lopment Corporation. It is 
enhanced has thus been rc- expected that in additional irri- 
deeraed. I will go further and gation potential of 3 million 
extend an assurance to the hectares will be created during 
.states that if these programmes 1978-79 as against 2.23 million 
are implemented effectively I hectares in 1977-78. 
shall be prepared to consider 

increasing these allocations. Power shortage 

1 have already emphasised Inadequate allocations in the 
the need to improve the op- past for power and the leisure- 
porlunities for gainful employ- jy pace of execution► electri- 
ment in rural areas through the city projects have led to a 
development ofrural and small chronic shortage of this basic 
scale industries. The total infrastructure facility. Both 
allocation for thc.se in 1978-79 these need to be corrected if 
will be Rs 219 crores against recurrent power shortages are 
Rs 145 crores in 1977-78. not to bold up our progress. 

Therefore the Plan for 1978*79 
Welfare programmes envisages a massive addition to 

The piogramrncs for welfare generating capacity and the 
of the scheduled castc.s and development of the transmis- 
othcr backward classes will sion and distribution system, 
receive a special impetus with Works on schemes with a total 
a step up in the outlay from capacity of about 30,000 MW 
Rs 86 crores in 1977-78 to would be in different stages of 
Rs 125 crores in 1978-79. The execution in the coming year, 
outlays in the stales’ plans for ^his about 3500 MW will 
tiibal development will be in- be commissioned inM978-79 as 
creased from Rs 258 crores in against about 2000 MW expcct- 

1977- 78 to Rs 343 crores in ed in the current year and the 

1978- 79. In addition, the spe- total generating capac.ty in the 
cial central assistance for tribal country will then be raised to 
sub-plans will be stepped up 29,000 MW. 

from Rs 55 crores in 1977-78 in the central sector, provi- 
to Rs 70 crores in 1978-79. made for fresh 

The creation of an additional starts on a number of projects 
irrigation potential of 17 mil- such as the Korba super-thcr- 
lion hectares during the next mal project, the Ramagundam 
five years is an ambitious pro- super thermal project, the 
gramme which will call for a power station including the 


second mine cut at Neyveli, the celerated. This should give the 
Badarpur thermal station house an idea of the pro¬ 
stage ill, the Bokaro thermal gramme of power generation 
station of DVC, and the pump- which we are going to under- 
ed storage plant of Panchet take. 

Hill. Provision has also been A sum of Rs 244 crores has 
made for taking up new 400 been provided in the central 
KV transmission lines in the plan for power development, 
central sector associated with The outlays in states’ and 
super thermal stations and in union territories’ plans, which 
the states. Work on load dcs- account for bulk of the provi- 
patch stations is also being ac- sion for power, add up to 

Movements in India's Foreign Exchange (Excluding 
Gold and SDRs) 

(Rs. crores) 

End of year/period Foreign Variation Net Draw- Variation 

Exchange in ings from in 
Reserres Reserves (•i*)/and Reserves 
Repay- exclusive 
ments( ) of trans- 
to IMF actions 
with 
IMF 
(3-^4) 

1 2 3 4 5 

1971 72 480 4 

1972 73 478 9 1 5 ... -1 5 

1973 74 580 8 I 101 9 i 62 0 } 39 9 

1974 75 610 5 = 29 7 1484 7 *455 0 

1975 76 1491 7 1881 2 ! 207 I ! 674 1 

1976-77 2863 0 i- 1371 3 302 8 fl674 1 

*1977 78 3959 3 } 1096 3 248 6 rl344 9 


Note (I) At the end of January 1978, India’s holdings of monetary 
gold valued at Rs. 84.39 per 10 grams stood at Rs 193.1 
crores which included Rs 5.3 crores of gold received by 
India under the Restitution Scheme of the IMF. Holdings 
of SDRs were 164.0 million SDRs (provisional). 

(2> All foreign exchange holdings are valued at par/central 
rates upto June 1972. except for the holdings of Canadian 
Dollars from June 1970 to June 1972 which are valued on 
the basis of the monthly averages of spot buying and selling 
rates in New York and the holdings of Deutsche Marks 
from May to November 1971 and of Yen and Sterling from 
September to November 1971 which are valued on the basis 
of the monthly averages of the spot buyiqg and selling rates 
in London. From July 1972 holdings in Sterling are valued 
at the average of the Bank’s spot buying and selling rates: 
all other foreign exchange holdings are valued on the basis 
of the monthly averages of the spot buying and selling rates 
in London from July 1972 to April 1974 and on the basis 
of the averages of spot buying and selling rates in London 
from May, 1974. 

*As on 31st January, 1978. 

Source; Economic Survey 1977-78 
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HIGH-YIELD 
HYBRIDS 
FROM THE 
VISL STEEL PLANT! 



Strong. 

Tough and tensile. 

Corrosion resistant. „ 

700 strains of alloy steels t 

for demanding uses. ” 


It's same l>asic product 
wo've always been making 
— high grade steel. But 
some subtle variations in 
the basic composition 
bring out such a variety 
of performance 
characteristics, you'd 
hardly believe it's the 
same metal. By a skillful 
mixture of just the right 
alloying elements, our 
metallurgists have 
succeeded In developing a 
lande of elloy steels. 


As the country's leading 
alloy steel manufecturera. 
we make steels that find 
their way Into the most 
varied and specialised 
uses. High-speed steels 
for cutting tools, that 
retain their strength over 
a wide range of 
temperatures. Steels for 
precision parts and' 
surgical instruments — 
light yet durable.. Steels 
for crucial constructions, 
built to withstand 
corroaioa ttreas and 


strain. Steels that shape 
the most sophisticated 
Inventions.. right down 
to articles of everyday use. 
Specialised steels for 
today's demanding uses. 
Our recently commissioned 
Forge Plant provides the 
technology needed to 
make yet newer varieties 
of alloy steels which were 
hitherto being imported — 
resulting in a foreign 
exchange saving of Rs. 18 
crores a year. It's good to 
aee our efforts bear fruit 


WE BRING OOT 
THE BEST 
IN STEEL. 



VieVBSVARAYilik 
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Rs 19S3 crores. The provision 
in 197t-79 for the power sector 
would be Rs 2217 crores com¬ 
pared to Rs 1925 crores in the 
current year. In view of the 
importance of rural electrifica¬ 
tion the provision for it has 
been raised to Rs297 crores 
as compared to Rs 195 crores 
in the current year. We shall 
ensure that these projects are 
implemented quickly and effi¬ 
ciently so that the economy 
derives full benefit from such a 
large volume of investment. 

A provision of Rs 630 crores 
is being made for the oil sector 
in 1978-79 because there can 
be no slackening of our efforts 
towards self-sufficiency in crude 
oil. This is yet another step 
forward in the nation's march 
towards self-reliance. 

A budget provision of Rs563 
crores is being made for steel 
in 1978-79 as against Rs 511 
crores during 1977-78. The 


requirements of Bhilai and 
Bokaro expansion programmes, 
the cold rolled grain oriented 
plant at Rourkela and the 
Salem steel plant have been 
met. The outlay on Kudre- 
mukh project is being stepped 
up from Rs 142 crores in 1977- 
78 to Rs 213 crores next year, 
in order to be able to meet the 
deadline set for the completion 
of the project. 

An impression has been 
sought to be created that this 
government is giving less em¬ 
phasis to family planning. 
Such an impression is totally 
unwarranted. Our commitment 
to a vigorous and nation-wide 
programme of family planning 
is firm and clear. A provision 
of Rs 393 crores is being made 
in 1978-79 for health and fami¬ 
ly welfare as against only 
Rs 284 crores in 1977-78. It 
is now felt that instead of con¬ 
centrating only on the narrow 


aspects of family planning a 
broader concept of family wel¬ 
fare will lead to a better accep¬ 
tance of family planning prac¬ 
tices. Funds have also been 
provided ou an adequate scale 
both in the central and states’ 
plans for expansion of health 
cover for rural areas including 
the scheme for community 
health workers. 

This government fully recog¬ 
nises that science and techno¬ 
logy have a valuable contribu- 
tiou to make in the moderni¬ 
sation of our economy and in 
the growth of agriculture and 
industry. Hon’ble members 
will be glad to know that the 
outlay on science and techno¬ 
logy has been increased from 
Rs 179 crores in 1977-78 to 
Rs 220 crores for 1978-79, i.c., 
an increase of 23 per cent. 
Similarly the provision for (he 
Indian Council for Agricultu¬ 
ral Research has been increas¬ 


ed from Rs 37 crores in 1977- 
78 to Rs 51 crores for 1978-79. 
The Indian Satellite Project 
(INSAT-I) for which a provi¬ 
sion of Rs 23 crores has been 
made for 1978-79 also needs 
special mention. This project 
is unique in that it combines a 
package of facilities covering 
telecommunications, meteoro-; 
logy and television. | 

Non-Plan revenue expendi¬ 
ture, other than Defence, is 
estimated at Rs 5908 crores 
showing an increase of Rs 354 
crores over the revised esti¬ 
mates for the current year. 
Interest payments and grants 
to states together account for 
an increase af Rs 384 crores. 
If we exclude these two items, 
the other non-Plan revenue 
expenditure will be less than 
the revised estimates for the 
current year. Tliis has been 
made possible by a rigorous 
scrutiny of noo-PJan expendi- 


Value of India's Imports by Major Commodity Groups 


(Rs. crores) 


Percent¬ 

age 


April-Junc''' 


Percent¬ 

age 


Commodity 

1973-74 

1974-75 

1975-76 

1976-77 

change 

in 

1976-77 

over 

1975-76 

1976-77 

1977-78 

change In 
April-June 
1977-78 
over 

April-June 

1976-77 

Foml 

4T3 1 

763 8 

1342 8 

878 6 

34 6 

219 2 

21 9 

-90 0 

Raw cotton 

52 0 

27 4 

28 2 

129 5 

. 359 2 

7 2 

8 7 

i 20 8 

Raw wool 

16 1 

26 3 

24 5 

26 3 

H 7 3 

4 7 

5 7 

i 21 3 

Animal and vegetable oils and fats 

64 9 

34 9 

17 0 

118 0 

i 594 1 

13 3 

111 9 

} 741 4 

Fertilisers and fertiliser materials 

226 8 

588 9 

591 8 

261 2 

55 9 

27 9 

54 7 

1 96 1 

P.O.L. 

560 3 

1156 9 

1225 7 

1412 1 

MS 2 

288 7 

251 4 

13 0 

Chemical elements and compounds 

83 4 

129 7 

122 2 

137 2 

f l2 3 

31 7 

36 1 

i 7-3 

Paper and paper board and manufactures thereof 

29 2 

59 5 

57 7 

62 2 

17 8 

13 0 

12 0 

-7 7 

Metals (iron and steel and non-ferrous) 

389 8 

602 4 

412 3 

379 5 

-8 0 

86 7 

64 4 

-25 6 

Capital goods 

673 5 

723 3 

967 7 

1007 8 

: 4 1 

242 1 

222 4 

8 1 

Others 

386 3 

405 7 

475 3 

662 0 

1 39 3 

127 2 

189 9 

H 49 3 

Total Imports 

2955 4 

4518 8 

5265 2 

5074 4 

-^3 6 

1061 7 

979 1 



^Provisional. 


Source; Economic Survey 1977-7S 
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turc, pruning it with a view to 
achieving the utmost economy. 
The various subsidy payments 
have also been reviewed in the 
light of their continued rele¬ 
vance in the present economic 
situation and the provisions 
thereof have been suitably 
reduced. Non-Plan budgetary 
support to public sector enter¬ 
prises will also be Rs 127crorcs 
less than in the current year. 

Defence expenditure next 
year will be Rs 2945 crores, as 
against Rs 2752 crores in the 
current year. 

Gross tax revenue for 1978- 
79, at the existing rates of taxa¬ 


tion, is expected to amount to 
Rs 9636 crores showing an in¬ 
crease of Rs 730 crores over 
the revised estimates for the 
current year. Income tax and 
corporation tax receipts are 
expected to go up by Rs 115 
crores and Rs 145 crores res¬ 
pectively. Union excise duties 
are estimated to yield Rs 374 
crores more. The yield from 
customs revenue will also be 
more by Rs 70 crores. States' 
share of taxes and duties, at 
Rs 1929 crores, will be higher 
by Rs 130 crores. 

Market loans will yield 
Rs 1650 crores as compared to 
RS1183 crores in the current 


year. Net external assistance, 
after providing for repayments 
and interest payments, is esti¬ 
mated at Rs 1138 crores, in¬ 
cluding disbursements against 
new credits. 

Taking other receipts into 
account, total receipts in 1978- 
79 are estimated at Rs 17021 
crores. Total expenditure for 
the coming year will be 
Rs 18417 crores. The overall 
budgetary gap at the existing 
rates of taxation will thus be 
Rs 1396 crores. Hon’ble mem¬ 
bers will rcjollect that govern¬ 
ment announced yesterday its 
decision to sanction with effect 
from January 1, 1978, another 


instalment of dearness allow¬ 
ance to central government 
employees. Government’s new 
policy in regard to sugar 
industry was also announced 
yesterday. These two decisions 
may cast an additional burden 
of the order of Rs 80 crores on 
the central exchequer next 
year. Understandably I have 
not taken this into account in 
my budget proposals. It is, 
however, my hope that this ad¬ 
ditional burden will be sub¬ 
stantially accommodated with¬ 
in the budget estimates by 
economy measures which are 
being progressively implement¬ 
ed. 


Value of India’s Exports by Major Commodity Groups 











(Rs. crores) 






Percent¬ 



Percent¬ 






age 

April- 

-June* 

age 






varia¬ 

. - - 


variation 






tion 



in April- 

Items 

1973-74 

1974-75 

1975-76 

1976-77 

in 

1976-77 

1977-78 

June 






1976-77 



1977-78 






over 



over 






1975-76 



Aprii- 









June 









1976-77 

Oil cakes 

178 2 

96 0 

96 5 

223 8 

131 9 

39 4 

65 5 

66 2 

Tobacco 

70 9 

82 2 

98 4 

102 1 

3 8 

50 6 

62 6 

23 7 

Fish and Ash preparations 

89 2 

66 2 

127 2 

180 3 

41 7 

38 8 

40 8 

52 1 

Tea 

146 0 

228 1 

236 9 

292 9 

23 6 

36 3 

93 8 

1584 

Coffee 

46 0 

51 4 

66 7 

114 1 

711 

32 2 

64 8 

101 2 

Sogar 

42 7 

339 0 

472 3 

148 1 

68 6 

59 8 

10 5 

82 4 

Cashew kernels 

74 4 

118 2 

96 1 

106 0 

10 3 

34 2 

51 2 

49 7 

Groundnuts 

35 8 

25 6 

62 9 

65 2 

3 7 

28 9 

0 5 

98 3 

Spices 

55 1 

61 4 

71 5 

72 9 

2 0 

115 

25 5 

121 7 

Iron ore 

132 9 

160 4 

213 9 

238 5 

11 5 

57 1 

64 7 

13 3 

Raw cotton 

32 4 

15 2 

41 3 

27 0 

34 6 

11 2 



Cotton fabrics 

195 0 

158 9 

161 2 

254 0 

57 6 

43 7 

59 0 

35 0 

Cotton apparel 

67 4 

96 9 

146 4 

257 0 

75 5 

73 4 

56 5 

23 0 

Art silk fabrics 

28 3 

18 4 

15 4 

28 9 

87 7 

5 2 

6 5 

25 0 

Jute manufactures 

227 5 

296 8 

250 9 

200 8 

20 0 

45 5 

38 4 

-15 6 

Coir yam and manufactures 

15 3 

17 9 

19 0 

24 0 

26 3 

6 1 

4 6 

24 6 

Leather and leather manufactures (excluding footwear) 

172 2 

145 0 

201 5- 

263 5 

30 8 

69 8 

65 7 

5 9 

CngineerinK goods 

201 7 

356 6 

413 0 

554 4 

34 2 

118 1 

137 7 

16 6 

Handicrafts 

173 6 

186 6 

252 0 

402 4 

59 7 

50 5 

84 8 

67 9 

Chemicals and allied products 

50 3 

92 9 

85 3 

109 1 

27 9 

20 4 

28 1 

37 7 

Iron and steel 

26 2 

21 1 

68 0 

283 0 

316 2 

66 2 

54 6 

- 17 5 

Vegetable oils (essential and non-essential) 

37 9 

43 0 

39 5 

52 6 

33 2 

2 5 

4 7 

48 0 

Others 

424 4 

651 0 

806 9 

1142 8 

41 6 

207 5 

204 2 

- 1 6 

Total 

2523 4 

3328-8 

4042-8 

5143-4 

27-2 

1108 9 

1224 7 

10-4 

* Provisional 
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Budget Document 


Promoting increased savings and 

curbing wasteful expenditure 


The Finance minister, Mr H.M. Patel, formulated the new taxation proposals 
keeping in view the salutary principles of tax policy which had been laid down in 
the Economic Policy Resolution of the Janata party issued in November last year. 

He also drew upon the valuable suggestions put forward by the interim report 
of the Chokshi Committee on Direct Taxes and the final report of the Jha Committee 
on Indirect Taxes. The various measures enumerated by him in regard to direct 
taxes are expected to yield Rs 30 crores in a full year and Rs 25.5 crores in 1978-79. 
The additional resources of the order of about Rs 25.5 crores are expected to 
accrue in the form of compulsory deposits in the year under reference. The 
additional resources expected to be mobilised through excise and customs duties 
in 1978-79 are about Rs 499 crores. The uncovered gap is anticipated to be around 
Rs 1050 crores. 

The full text of Part *6’ of the Finance minister's speech follows : 


Thp gap of Rs 1396 crores is 
clearly a very substantial gap 
and places on my shoulders a 
difficult and challenging res¬ 
ponsibility to find ways and 
means of bridging the gap. I 
have already enumerated a 
number of favourable factors 
in the national economy which 
give us the necessary strength 
and opportunity to manage 
the economy even with a large 
though reasonable deficit with¬ 
out creating inflationary con¬ 
ditions. However, prudence 
would require that the deficit, 
no matter how reasonable, 
should be kept as low as possi¬ 
ble and it is, therefore, neces¬ 
sary to mobilise additional 
resources to the maximum 
extent possible. 1 am sure 
that the nation will willingly 
make a substantial contribution 
towards the fulfilment of a 
national Plan of a magnitude 
which will enable us to reach 
our objectives at a foster pace. 

In making my proposals for 
resource mobilisation I have 
borne in mind the salutary 


principles of tax polipy which 
have been laid down in the 
Economic Policy Resolution 
of the Janata party issued in 
November, 1977. These prin¬ 
ciples bear repetition. 

“We believe that the taxation 
policy of the government must 
keep in mind five considera¬ 
tions: 

(1) Increased public invest¬ 
ment expenditure must neces¬ 
sitate increased public income. 
The people of the country, 
therefore, have to accept the 
burden of higher taxation 
needed for investment in the 
future. 

(2) Taxation policy must 
simultaneously aim at redistri¬ 
butive justice, and must take 
into consideration the capacity 
to pay. 

(3) Taxes should be easy to 
collect and it should be easy 
for the taxpayer to know what 
he has to pay. There is urgent 
need for the simplification and 
rationalisation of the tax 
administration. 


(4) Taxes must have an in¬ 
built growth potential and 
inherent buoyancy. 

(5) Taxation policy must 
aim at stimulating national 
growth and must encourage 
production and savings.” 

I have had the advantage 
also of receiving advice from 
all sections of society and 
from all parts of the country. 
In addition I have received 
two important reports—^the 
interim report of the Chokshi 
Committee on Direct Taxes and 
the final repart of the Jha 
Committee on Indirect Taxes. 
These reports contain a num¬ 
ber of valuable suggestions 
and I have given them respect¬ 
ful consideration. 

Before I come to my taxation 
proposals I would like to make 
some important policy anno¬ 
uncements which have a 
bearing on the budgetary 
position. 

The demonetisation of high 
denomination bank notes was 
a step primarily aimed at con¬ 


trolling illegal transactions. It 
is a part of a series of measures 
which government has taken 
and is determined to take 
against anti-social elements. 
Despite the utmost vigilance 
of the customs authorities and 
considerable seizures and con¬ 
fiscations of smuggled gold, 
it is an unfortunate and dis¬ 
tressing foct that gold smug¬ 
gling has to some degree 
continued. The substantial 
difference between Indian gold 
prices and international gold 
prices has served as a tempta¬ 
tion to smugglers. Gold 
smuggling is not only illegal 
but has helped to sustain black 
money operations and foreign 
exchange racketeering. 

Economic measures 

It is, therefore, necessary for 
us to think ofeconomicmeasurcs 
in addition to preventive mea¬ 
sures to tackle this evil of gold 
smuggling. We have given 
very careful thought to the 
question and have decided to 
commence the sale of gold 
from the stocks held by the 
government. The details of 
the scheme are being worked 
out and will be announced 
shortly. 

There is an excellent market 
for Indian gold jewellery 
abroad which would not only 
enable us to earn a significant 
amount of foreign -exchange 
but also gainfully employ the 
undoubted craftsmanship of 
Indian jewellers. Hitherto the 
export of gold jewellery has 
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On any crucid joumq?, 
the first step is oftai 
the hardest one. Ask any 
pionea:. Ask us. 


A small step for man sometimes turns 
out to be a giant leap for mankind. 
That's the reward for the pioneer ^ and 
it comes but rarely. A lot of planning, 
investment and heartbreaks go into that 
first faltering step. 

The pioneering spirit is by no means 
new to India. In Abrasives, it was a 
South Indian craftsman who made the 
first bonded grinding wheel - a small 
step in the field of precision finishing 
which helped evolve the concept of 
mass procfuction. 


Today, the searching, inventive spirit 
motivates the men at Carborundum 
Universal. First with Abrasive grains, 
then with Super Refractories, and now 
with Electrocast Refractories, we have 
brought new techniques and materials to 
the service of Indian Industry. 

Creative technology is the key word. 
Meeting today's basic needs. Anti¬ 
cipating tomorrow's technological 
demands. Making scarce materials go 
farther. 

There aren't many like us around. 


Making scarce materials go farther 


CARBORUIMDUM UIMIVERBAL. L-TO 

North Beach Road, Madras-600 001 




FOREVER AT THE 
SERVICE OF 
OURCOONTRY 
AT HOME 0 AOROAO 



Services : 

INDIA—U. K. A THICONTINtNT 
INDIA/SAMOtADltH 
INDIA-BLACK UA A 
a. HBDlTmilANBAN POUTS. 
INDIA—POLAND AND INDIAN COAST 


INDIA STEAMSHIP CO., LTD. 

"INUA STUNSHI. IWIISI*’. 21. 01. COItOT H..SE Sf.. UiCOTTA'I. 
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been inhibited by the high local 
price of gold, restrictions 
placed on such exports and the 
complex and cumbersome 
bonding procedures. Govern, 
ment has, therefore, decided 
to introduce a simplified 
scheme for the encouragement 
of the export of gold jewellery. 
Such exports will be facilitated 
either by allowing importation 
of gold or by the sale of 
government gold stocks at 
international prices. The 
details of the scheme will be 
announced very shortly. 

Members will recollect thc'it 
the Janata party manifesto had 
contained a promise that the 
question of removing sales tax 
and octroi duties would be 
duly considered by the govern¬ 
ment. I have had a series of 
discussions with the chief 
ministers and Finance ministers 
of the states to achieve this 
desirable objective. The total 
revenue from sales tax is of the 
order of Rs 2500 crores, and 


it is growing steadily. It con¬ 
stitutes the main source of 
revenue of the states. The 
chief ministers of the states 
have generally shown a lack 
of enthusiasm for the abolition 
of the sales tax. In view of 
the attitude of the states 
and since sales tax is a state 
subject, the task of persuading 
the states to give up sales tax 
calls for persistence and pati¬ 
ence. It certainly cannot be 
regarded as something which 
can be accomplished in the 
immediate future. 

The octroi duty, however, 
stands on a different footing. 
The revenue from octroi duty 
is of the order of Rs 250 
crores. There has been a 
long standing demand for the 
removal of this obnoxious levy 
which causes great inconveni¬ 
ence to trade and the trans¬ 
port industry. All cohimittees 
which have gone into the 
subject have unanimously 
proposed its abolition. Studies 
have also revealed that the 


cost of collection of the octroi 
duty is unduly high. There 
can be no two opinions that 
the removal of octroi duty will 
be widely welcomed since its 
abolition will assist the orderly 
and healthy growth of the 
transport system in the country 
and will considerably reduce 
freight costs. I, therefore, 
propose to request the state 
governments to introduce suit- 
able legislation for the removal 
of octroi. The octroi revenues 
are at present going to the 
local authorities. Quite under¬ 
standably they will seek from 
the state governments a reim¬ 
bursement for the loss of 
revenue and in turn the state 
governments will no doubt 
claim a measure of compen¬ 
sation from the centre. We 
shall hold discussions with the 
state governments for finding a 
satisfactory solution. 

I have now to say a few 
words on behalf of my collea¬ 
gue the minister of Communi¬ 


cations. The upward revision 
of emoluments of employees in 
the past few years has resulted 
in substantial increase in the ex¬ 
penditure of the postal branch 
of the Posts and Telegraphs 
department which is highly 
labour intensive. The revenues 
have not, however, kept pace 
with the expenditure and the 
costs of various postal services 
exceed the revenues earned. 
Consequently, the postal 
branch has been incurring a 
deficit which is estimated at 
about Rs 23 crores in the 
current year. While there is 
justification for increasing the 
tariffs for most of the postal 
services, it is proposed to touch 
only those services which will 
not affect the common man, 
particularly in the rural areas. 
A memorandum showing the 
proposed changes in the postal 
tariffs is being circulated along 
with the Budget papers. 

The tariff revisions, which 
will be given effect to from a 
date to be notified by the 



Inflow of External Aesistanco 

: Gross and Net 














(Rs. 

crores) 

Item 

1967 

1968 

1969 1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977** 


-68 

-69 

-70 -71 

-72 

-73 

-74 

-75 

76 

77 

-78 

1 

2 

3 

4 5 

6 

7 

8 

9 

10 

11 

12 

T. Gross Disbursements 

1196 

903 

856 791 

834 

666 

1036 

1314 

1841 

1599 

1585 

of which : 











(a) PL 480 Food* 

285 

131 

128 57 

... 

... 

... 


92 

68 

22 

(b) PL 480 Non-food 

57 

‘ 27 

41 32 

112 

4 






(c) Other food 

45 

55 

19 36 

32 


150 

162 

97 

48 

32 

II. Total Debt Servicing 

333 

375 

412 450 

479 

507 

596 

626 

687 

755 

842 

of which : 











(a) Amortisation payments 

211 

236 

268 290 

299 

327 

400 

411 

463 

507 

594 

(b) Interest payments 

122 

139 

144 160 

180 

180 

196 

215 

224 

248 

248 

HI. Net Inflow of Assistance (1—II) 

863 

528 

444 341 

395 

159 

440 

688 

1154 

844 

743 

1 ^Includes assistance by way of imports under rupee payment terms and under convertible currency credits. 





* *Estimates. 











Note—1. Gross aid disbursements 

take into account debt relief which Is Inclusive of debt rescheduling/postponement, etc. 

Debt service pay- I 

1 ments relate to those involving foreign exchange and through exports of goods. 







1 2. Figures for 1973-74 include USSR wheat assistance 

and those for 1974-75 and 1975-76 includes 

USSR wheat assistance, oil credits I 

1 and assistance made available under the United Nations Emergency Operations Scheme. 












Source: 

Economic Survey 1977^78 
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government after the Finance 
Bill is passed, arc estimated 
to bring in an additional 
revenue of Rs 13.73 crorcs per 
annum. The yield during 
1978-79 is estimated at 
Rs 11.44 crores. The results 
of the tariff revisions have been 
accounted for in estimating 
the internal resources of the 
Posts and Telegraphs. 

I shall now deal with my 
proposals in the sphere of direct 
taxes. 

I have kept in view the fact 
that a substantial increase in 
investment has necessarily to 
be backed by increased efforts 
at mobilisation of savings. My 
proposals in the field of direct 
taxes are^ccordingly designed 
to promote larger savings; to 
curb extravagant and wasteful 
expenditure in businesses and 
professions; and to channel 
funds for stimulating growth 
and production. [ have also 
sought to provide some tax 
reliefs in selected areas with a 
view to encouraging larger 
investment in desired direc¬ 
tions. 

Compulsory deposit 

In order to mobilise additio¬ 
nal resources in the form of 
savings, 1 propose to raise the 
rates of compulsory deposit in 
the case of income-tax payers. 
While taxpayers having current 
income up to Rs 15,000 will 
continue to enjoy immunity 
from the requirement of mak¬ 
ing compulsory deposit, in the 
case of incomes exceeding 
Rs 15,000 and up to Rs 25,000 
the rate will be raised from 4 
per cent to per cent. On 
the slab of Rs 25,031 to 
Rs 70,000, compulsory deposit 
is currently made at the rate of 
10 per cent. I propose to split 
this slab into two. While the 
rate on the slab of Rs 25,001 
to Rs 35,000 will be II per 
cent, the rate on the slab of 


Rs 35,001 to Rs 70,000 will be 
12^ percent. On the slab over 
Rs 70,000 the rate will be 
raised from 12 per cent to 15 
per cent. Approximately Rs 25 
crorcs will accrue in 1978-7^; as 
a result of this measure. 

Long-term saving 

1 propose to liberalise the 
concession in respect of long¬ 
term savings through life 
insurance, provident fund con¬ 
tributions and other approved 
forms of saving. At present, 
100 per cent of the first 
Rs 4,000 of the qualifying 
savings, 50 per cent of the next 
Rs 6,000 and 40 per cent of 
the balance is allowed as 
deduction in computing the 
taxable income. I propose to 
allow a deduction equal to 100 
per cent of the first Rs 5,000 
of the qualifying savings. The 
quantum of deduction in res¬ 
pect of the next Rs 5,000 will 
continue at the exis^ing rale of 
50 per cent and, in respect of 
the balance, at the existing rate 
of 40 per cent. The monetary 
limit for the savings qualifying 
for deduction under this pro¬ 
vision is also being raised from 
Rs 20,000 to Rs 30,000. These 
measures will result in a reve¬ 
nue loss of Rs 10 crores in a 
full year and Rs 7.5 crorcs in 
1978-79. 

Investors understandably 
prefer investment which brings 
them a safe return, which is 
provided by fixed deposits in 
banks or shares of established 
companies with a good record 
for payment of dividends. This 
results in new companies nol 
attracting adequate support. 
In order to stimulate such 
investment, 1 propose to give a 
deduction in the computation 
of taxable income of 50 per 
cent of the amount invested in 
equity shares of new industrial 
companies. The maximum 
investment in a year qualifying 


for this deduction will be limit- . 
ed to Rs 10,000. This will entail 
a loss of Rs 5 crores in a full 
year and Rs 3.5 crores in 
1978-79. I would cheerfully 
accept a much larger loss if it 
results in stimulating larger 
investments. 

Last year, I had introduced 
a provision to exempt capital 
gains in cases where the sale 
proceeds arising from the trans¬ 
fer of an asset are reinvested 
within six months in units of 
the Unit Trust of India, shares 
of Indian companies, bank 
deposits and other specified 
assets. In order that this con¬ 
cession leads to the flow of 
investibie funds into fresh 
ventures, I propose to provide 
with immediate effect that 
investment in shares of Indian 
companies will be taken into 
account for the purpose? of 
exemption from capital gains 
tax only where the investment 
is made in equity shares of new 
industrial companies. 

Exemption withdrawn 

Banks allow substantial 
advances against the security 
of fixed deposits with them. 
Hence, taxpayers who get 
exemption from capital gains 
tax by making such deposits 
obtain an unduly large tax 
benefit without commensurete 
sacrifice. I have, therefore, 
decided that fixed deposits 
with banks made after today 
will not qualify ns an eligible 
mode of investment for the 
purposes of this exemption. 

The annual letting value of 
a newly constructed house is 
reduced for tax purposes by 
an amount up to Rs 1,200 in 
respect of each residential unit 
for a period of five years. With 
a view to providing a stimulus 
for construction of houses, 
particularly for persons in the 
low and middle income brac¬ 
kets, 1 propose to raise the 


monetary limit of Rs 1,200 to 
Rs 2,400. 

Initial depreciation allowance 
is currently granted at the rate 
of 20 per cent on the cost of 
new buildings erected by emp¬ 
loyers for their low-paid emp¬ 
loyees. In order to give a 
greater impetus to the construe- 
tion of buildings for workers, 
I propose to increase the rale 
of initial depreciation allowance 
from 20 per cent to 40 per 
cent. 

Indian citizens abroad 

The foreign remuneration of 
Indian citizens employed out¬ 
side India is liable to Indian 
income-tax if their stay in 
India exceeds a specified 
period. As this results in avoid¬ 
able hardship and discourages 
such persons from spending 
even a reasonable period on 
vacation in their home coun¬ 
try, I propose to provide that 
Indian citizens employed out¬ 
side India may stay on vacation 
in the country for 89 days in a 
year without attracting such tax 
liability. 

In order to ensure that win¬ 
nings from horse races are 
effectively brought within the 
tax net, I propose to provide 
for deduction of tax at source 
at the rate of 34.5 per cent 
from winnings in excess of 
Rs 2,500. This measure would 
yield Rs 4 crores in a full year 
and Rs 3.5 crorcs in 1978-79. 

Extravagant and socially 
wasteful expenditure is often 
incurred on advertisement, 
publicity and sales promotion. 
In order to put a curb on such 
expenditure at the cost of the 
exchequer, I propose to pro¬ 
vide for the disallowance of a 
part of such expenditure in the 
computation of taxable profits. 
Where the aggregate expendi- 
ture on advertisement, publicity 
and sales promotion in India 
does not exceed ^ per cent 
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of the turnover oi" gross receipts 
of the t>u$ines$ or profession, 

10 per cent of such expendi¬ 
ture will be disallowed in com¬ 
puting the taxable profits. 
Where such aggregate expendi¬ 
ture exceeds ^ per cent but 
does not exceed i per cent of 
the turnover or gross receipts, 
the disallowance will be made 
at the rate of 12^ per cent; 
and where such expenditure 
exceeds ^ per cent of the 
turnover or gross receipts, the 
disallowance will be made at 
the rate of] 5 per cent. These 
provisions will not apply in 
cases where the aggregate 
expenditure on advertisement, 
publicity and sales promotion 
docs not exceed Rs 20,000 in a 
year. Newly established indus¬ 
trial concerns will also be 
exempted from this provision 
for an initial period of three 
years. This measure will yield 
Rs 31 crores in a full year and 
about Rs 25 crores in 1978-79. 

Developing export markets 

A weighted deduction is cur¬ 
rently allowed in the computa¬ 
tion of taxable profits with 
reference to expenditure incur¬ 
red by Indian companies and 
resident taxpayers, other than 
companies, on development of 
export markets. The weighted 
deduction is allowed at the rate 
of 150 percent of the actual ex¬ 
penditure in the case of widely- 
held companies and at the 
rate of 133.3 per cent in the 
case of other taxpayers. While 
the full deduction of expendi¬ 
ture incurred for development 
of export markets is entirely 
justifiable, and no part of such 
expenditure will be disallowed 
under the proposed provision 
for disallowance of expenditure 
on advertisement, publicity and 
sales promotion, I do not see 
adequate justification now for 
continuing to subsidise such 
expenditure by the grant of 


weighted deduction, t, there¬ 
fore, propose to discontinue 
•the grant of weighted deduc¬ 
tion in relation to such expen¬ 
diture incurred after March 31, 
1978. This measure is likely to 
yield Rs 10 crores in a full year 
and Rs 8 crores in 1978-79. 

Advance tax 

In the case of a taxpayer 
who has previously been asses- 
sed to income-tax, advance tax 
becomes payable only if a 
notice in this behalf is issued 
by the income-tax officer. 
Hence, if an advance tax notice 
is not issued in the case of 
such a taxpayer, he will have 
no liabilty to pay any advance 
tax. On the other hand, tax¬ 
payers wJio have not been 
assessed to income-tax arc 
required to pay advance tax 
on their own on the basis of 
their estimated current income. 
To my mind, the existing 
legal position is clearly unsatis. 
factory, 1 therefore, propose to 
provide that advance tax shall 
be voluntarily paid by every 
person if his current income 
exceeds the specified limit. 

The Direct Tax Laws. Com¬ 
mittee under the chairmanship 
of Mr C.C. Chokshi submitted 
its interim report last Decem¬ 
ber. The report contains a 
number of valuable suggestions 
for simplification and rationali¬ 
sation of tax laws, streamlin¬ 
ing assessment, procedures, 
reducing the area of litigation 
and accelerating the disposal 
of appeals and references. In 
its report on the Central Direct 
Taxes Administration, the 
Administrative Reforms Com¬ 
mission had recommended that 
amendments to the tax laws 
should not be rushed through 
the annual Finance Bill, which 
needs to be passed before a 
prescribed date, but made 
through ,sep,arate bills whose 
provisions can be considered 


in detail. Pursuant to this 
recommendation, I propose to 
introduce separate legislation 
as early as possible to give 
effect to the main recommenda¬ 
tions of the Chokshi Com¬ 
mittee which are acceptable to 
the government. In the mean¬ 
while, a few changes recom¬ 
mended by the committee, such 
as deduction of tax at source 
from race winnings and volun¬ 
tary payment of advance tax, 
which could be easily incorpo. 
rated in the tax law, have been 
introduced through the Finance 
Bill. 

The exemption limit for 
estate duty, which is Rs 50,000 
was fixed as long ago as 1958. 
As this exemption limit is un¬ 
duly low, 1 propose to raise it 
to Rs 1 lakh. Since, in this 
matter, wc can move only with 
the concurrence of the state 
legislatures, a bill for imple¬ 
menting this proposal, and cer¬ 
tain other proposals in relation 


to estate duty, will be intro¬ 
duced later this year. 

The total additional revenue 
from the various measures enu¬ 
merated by me will yield Rs 30 
crores in a full year and 
Rs 25.5 crores during 1978-79. 
Besides, additional resources 
of about Rs 25 crores will 
accrue in the form of compul¬ 
sory deposits in the financial 
year 1978-79. 

May 1 now turn to my pro¬ 
posals relating to indirect 
taxes. Our basic national pro¬ 
blem, and indeed this is a pro¬ 
blem facing all developing 
countries, is thati the base fo 
direct taxes is extremely nar. 
row and the vast funds requir¬ 
ed for national dcvelopmeni 
cannot, therefore, be raised, a 
our present stage of develop 
ment, from direct taxes alone 
While framing the proposal 
relating to indirect taxes 
however, I have kept in min 
the need to protect small-scal 
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Earning over 
Rs.12 crores 
in foreign 

exchange from 
45 oountries. 


pualHy handtools by 
Gedore. 

45 countries around the world demand 
ijSedore handtools from India. 
kThat says a lot for Gedore's quality. 
^Gedore handtools are made bye skilled 
" workforce of 5500 people, who craft 
^each tool to unsurpassed excellence. 

[ And while Gedore's products earn 
1 compliments from customers the world 
\ over, the country earns something very 
\ valuable too: 

Foreign exchanger-amounting 



(GEDORE) 

HANDTOOLS 

Gedore Tools (India) 
Pvt. Ltd. 

Gedore House, 

61 -52 Nehru Place, 

New 0olhi-1l0024« 


^ I 

Feeding Mother Earth 
to feed us allM. 

SPICis > 

picking up-x 
andhow! 1 

SPIC~ the giant fertilizer complex I 
at Tuticorln - is making its mark. I 


Witness these points: 

B SPiC is India's largest fertiliser 
complex. 


B SPIC alone accounts for more than 
10% of all Ursa produced in India. 

B During April-November 1977 alone, 
SPIC soldi. 62. 993 tonnes of 
Ursa-i.s. 12% of the all-India figure, 
a From September '77. SPIC has been 
producing and daapatching nearly 
1.im tonnes of fertilisers per day. 


Behind this success stand SPIC men— 
deeply aware of the nation's trust, fully 
dedicated to all-round service to farmers in 
Tamil Nadu, Andhra Pradesh. Kerala, 
Karnataka, Maharashtra and elsewhere, 
reached through a network of 15,000 
outlets. 
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industi^and to minimise the 
hardship to the poor and the 
middle class consumers. 

Hon’ble members are aware 
that government had appoint¬ 
ed a committee, to review the 
existing structure of the indirect 
tax system, under the chair* 
manship of Mr L.K. Jha. The 
committee has now submitted 
its final report. Amongst the 
important recommendations 


made by the committee are 
restructuring of the pattern of 
central excise and customs 
duties, measures to assist the 
small-scale sector, the general 
reorientation of the tariff to 
make it income-elastic and the 
desirability of introducing a 
value added tax so as to avoid 
the cascading effect of taxes on 
raw materials and components 
of finished products. The com¬ 


mittee has also made some 
recommendations regarding 
indirect taxes levied by state 
governments and local authori¬ 
ties. Government has been 
examining all these recommen¬ 
dations with the care which 
they deserve. 

In my last budget, I had in 
fact accepted and implemen¬ 
ted a few of the recommenda¬ 
tions which were available 


to us in the interim report 
of the committee. The pro¬ 
posals which I am making 
today incorporate some of the 
recommendations made in the 
final report. Other recommen¬ 
dations which involve a major 
restructuring of the system 
would require further study. 

In the Plan outlay the top¬ 
most priority has been accord¬ 
ed to power. The Plan provi- 


Index off Induatriai Production 

(Base: 1970 » 100) 


Group Industry group 

Weight 

1974-75 

1975-76 

1976-T7* 

% 

change- 

1975-76 

over 

1974-75 

% 

change 

1976-77 

over 

1975-76 

April-Octobcr* 








1976-77 

1977-78 

O/ 

/o 

change 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

20. 

Food nuinufacturing industries 
except beverage industries 

7 74 

102 7 

106 4 

113 0 

43 6 

+6 2 

96 1 

107 1 

4 11 4 

21. 

Beverage industries 

0 69 

189 2 

170 9 

315 9 

—9 7 

4 84 8 

345 9 

384 1 

4 11 0 

22. 

Tobacco industries 

2 21 

101 3 

97 9 

107 0 

-3 4 

+9 3 

108 4 

108 9 

! 0 5 

23. 

Manufacture of textiles 

17 43 

lOi 6 

105 0 

104 0 

-13-3 

-1 0 

104 1 

105 1 

4 10 

24. 

Manufacture of footwear, 
other wearing apparel etc. 

0 34 

86 9 

92 7 

91 7 

+6 7 

- 11 

86 4 

73 7 

14 7 

25. 

Manufacture of wood & cork 
except furniture 

0 49 

121 8 

105 9 

121 6 

~13 1 

+14 8 

118 0 

128 0 

4-8'5 

27. 

Manufacture of paper products 

2 24 

115 8 

109 2 

111 1 

-5 7 

4 1-7 

111 6 

113 2 

114 

29. 

Manu&cture of leather & fur 
products except footwear etc. 

0 32 

108 9 

119 5 

110 9 

+9-7 

-7 2 

113 0 

115 0 

+ 18 

30. 

Manufacture of rubber products 

2 22 

120 S 

119 4 

126 9 

-0 9 

46 3 

122 2 

1311 

+7-3 

31. 

Manufacture of chemicals & 
chemical products 

10-90 

125 6 

136 8 

161 6 

-f8 9 

+18 1 

154 6 

168 1 

+8'7 

32. 

Manufacture of products of 
petroleum & coal 

1 62 

114 1 

122 6 

125 9 

H-7-4 

+2-7 

122 8 

1.12 3 

+7 7 

33. 

Manufacture of non-metallic 
mineral products except products 
of petroleum and coal 

3 33 

119 9 

126 0 

142 8 

} 5 1 

4 13 3 

139 0 

146 2 

45-2 

34. 

Basic metal industries 

8 84 

101 8 

121 5 

143 4 

+19 4 

4 18 0 

137 2 

137 6 

40 3 

35. 

Manufacture of metal products ■ 
except machinery and transport 
equipment 

2 77 

126 9 

128 5 

134 4 

+13 

44 6 

1.12 7 

134 4 

+1 3 

36. 

Manufacture of machinery 
except electrical machinery 

5 55 

149 3 

150 8 

169 6 

1 10 

4 12 5 

153 4 

170 4 

+ 11 1 

37. 

Manufacture of electrical 
machinery, apparatus, 
appliances & supplies 

5 30 

127 3 

120 3 

133 8 

-5 5 

4 11 2 

119 1 

139 0 

+16 7 

38. 

Manufacture of transport 
equipment 

7 39 

112 2 

114 7 

139 5 

+2-2 

+21 6 

135 0 

134 5 

-0 4 

39. 

Miscellaneous manufiicturlng 
Industries 

1 70 

80 2 

71 0 

82 4 

-11 5 

+16 1 

72 1 

107 0 

+48 4 

Divi8loo2-3 ManufiKturIng 

81 08 

114 0 

119 1 

132 0 

+4-5 

+ 10 8 

126 0 

133 4 

+5 9 

Divlshai 1 Mining & Quarrying 

9 69 

118 3 

132 7 

137 9 

+12 2 

+3 9 

128 0 

131 1 

+2 4 

Division 5 Electricity 

9 23 

127 7 

145 0 

162 1 

+13-5 

+ 11 8 

158 4 

162 0 

4-2i3 

General Index (Crude) 

100 00 

115 7 

122 7 

135 4 

+6 1 

+10 4 

129 1 

135 8 

+5-2 


^Pcoviskmal 

Source .* Economic Survey, 1977-78 
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sion for power generation and 
distribution is of the order of 
Rs 2,200 crores in 1978-79. I 
feel that with our enormous 
investments in power, there is 
ample justification for claiming 
a contribution from those who 
benefit from these investments. 

I am, therefore, proposing to 
levy a duty of 2 paise per 
kilowatt-hour on electricity 
generated. Electricity generated 
for captive consumption, as 
well as that used in the auxi¬ 
liary plants in the generating 
stations for the generation of 
electricity, is being exempted. 1 
also propose to give a rebate 
of the duly to the producer in 
respect of electricity used for 
agricultural purposes so that 
agriculturists arc not affected. 
This levy is expected to yield a 
revenue of Rs 145 crores. 

Investment in coal 

After the nationalisation of 
the coal mines, coal production 
has increased from about 72 
million tonnes in 1971-72 to 
about 100 million tonnes in 
1976-77. This is the result of 
enormous investments made by 
the state after nationalisation— 
investments which we will con¬ 
tinue to make. Here again, the 
beneficiaries could, I think, 
justifiably be called upon to 
bear a small levy of central 
excise duty on coal. I propose 
to fix this at rates varying 
from Rs 5 to Rs 10 per tonne. 
The lowest rate of Rs 5 would 
cover three-fourths of the coal 


produced in the country. This 
measure is expected to yield a 
revenue of Rs 58 crores. 

Under item 68 of the central 
excise tariff, the rate of duty 
leviable on ''all articles, not 
elsewhere specified” is at pre¬ 
sent two per cent ad valorem, I 
propose to raise this to the 
level of 5 per cent ad valorem. 
While doing so, I propose to 
exempt some sensitive cate¬ 
gories of goods, namely, pesti¬ 
cides, weedicides, insecticides 
and fungicides, drugs and 
medicines other than proprie¬ 
tary or patent drugs and medi¬ 
cines, pharmaceuticals and 
drug intermediates, from the 
whole of the duty leviable 
under this item. Newspapers 
and periodicals are also being 
exempted completely. The 
existing exemption in respect 
of small manufacturers whose 
cleariuice of excisable goods 
docs not exceed Rs 30 lakhs 
in the preceding year will con¬ 
tinue. These proposals will 
yield a revenue of Rs 100 
crores. 

Special duty 

In view of the paramount 
need for mobilising resources 
for development without creat¬ 
ing fresh distortions in the 
tax structure I propose to levy 
a special duty at the rate of 
l/20th of the basic excise 
duties presently collected on 
each item in the central ex¬ 
cise tariff. In doing so, I 
propose to exempt coal, elec¬ 


tricity and goods which are^ 
assessed under Item 68 of 
the tariff. This measure will 
result in an additional revenue 
of Rs 214 crores on indigenous 
production and a sum of 
Rs 15 crores by way of in¬ 
crease in countervailing duties 
on imports. 

Some reliefs 

May I now turn to the re¬ 
liefs which I propose to give. 
First of all, consistent with the 
policy of the government to 
encourage the small manu- 
facturer and to widen the 
entrepreneurial base in the 
country, I propose to provide 
sufficient relief to small manu¬ 
facturers so as to enable them 
to compete successfully with 
larger units. The duty exemp¬ 
tions at present available to 
small-scale manufacturers are 
not based on any one pattern. 
Over the course of years, a 
number of ad hoc concessions 
have been given and the prin- 
ples of relief have varied very 
widely. In defining the small 
units, a variety of formulae 
have been adopted, such as, 
value of clearances per annum, 
quantity of clearances per 
annum, value of capital in¬ 
vestment on plant and machi¬ 
nery, number of workers, use 
of power, and a combination of 
two or more of the^e criteria. 

Keeping in view the need 
for rationalising the pattern 
of relief to small industries 
and bearing in mind the re¬ 


commendations made by the 
Jha Committee, I propose to 
exempt all small-scale units 
manufacturing specified goods, 
whose clearances in the pre¬ 
ceding year did not exceed 
Rs 15 lakhs, from the duty 
payable on the first clearance 
of Rs 5 lakhs. The exemption 
will cover 69 items including, 
amongst others, medicines, 
soap and detergents, paints 
and varnishes household elec¬ 
trical goods, steel furniture, 
metal containers, aerated 
waters, vegetable non-essen¬ 
tial oils, ceramics and other 
items notified. 

Anomaly removed 

This measure will benefit 
about 24,000 units curren¬ 
tly under excise cont¬ 
rol. ft will reduce consider¬ 
ably the procedural require¬ 
ments which these units are 
required to follow. It will 
also remove the anomaly, 
under which relief is presently 
lost totally in many cases, the 
moment the threshold limits 
of exemption are crossed. This 
relief will be effective from 
the beginning of the next finah 
cial year and involve arevenue 
sacrifice of Rs 28 crores. 

I propose to exempt power- 
driven pumps mainly used in 
agriculture from the whole of 
the excise duty leviable there¬ 
on. The measure will involve 
a loss of Rs 1.5 crores per 
annum. 

1 also propose to extend the 


Agricultural Production 

(In million tonnes/bales'*') 



1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1. Rice 

42 23 

43 07 

39 25 

44'OS 

39 25 

48 74 

42 79 

2. Wheat 

23 83 

26 41 

24 74 

21 78 

24 10 

28 85 

29 08 

3. Other cereals 

30 54 

24 60 

23 13 

28 83 

26 13 

30 41 

28 49 

4. Pulses 

11 82 

11 09 

9 91 

10 01 

10 01 

13 04 

11 21 

5. Oilseeds (5 nudor) 

9 26 

8 75 

6 86 

8 85 

8 53 

9 91 

7 83 

6. Sugarcane** 

12 98 

11 63 

12 76 

14 43 

14 72 

14 41 

15 84 

7. Cotton (lint) 

4 76 

6 95 

5 74 

6 31 

7 16 

5 95 

5 78 

8. Jute and mesta 

6 19 

6 83 

6 09 

7 68 

5 83 

5 91 

7 09 


* J70 kgs. each for cotton and 180 kgs. each for jute and mesta. Soorccs: Economic Survey, 1977-78 

** In terms of gur.__ 
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concession currently available 
to motor-vehicles used as taxis 
to 3-wheeIer auto-rickshaws as 
well, by reducing the rate of 
duty leviable on the latter by 
2J per cent ad valorem. Whole 
milk powder is being exempt¬ 
ed from payment of the duty 
leviable thereon in an effort 
to make available this com¬ 
modity at a cheaper rate. 1 
also propose to reduce the 
rate of duty leviable on small 
refrigerators of a capacity of 
100 litres and less from 40 
per cent ad valorem to 30 per 
cent ad valorem At present, 
parts of refrigerating and air- 
conditioning machinery re¬ 
quired for installation in spe¬ 
cified establishments are asses¬ 
sed at a concessional rate of 
20 per cent. This concession 
is being extended to ready 
assembled air-conditioning 
units of the window and pack¬ 
age type, generally used by 


smaller industrial installa¬ 
tions. 

Last year I had raised the 
excise duty on films substan¬ 
tially. There have been a 
number of representations 
against the increase and the 
manner in which it affects the 
industry. 1 have carefully 
considered the matter and 
propose to reduce the excise 
duty leviable from Rs 7,500 
to Rs 5,000 on the third dozen 
slab of colour prints, of length 
4,000 metres or less. Suitable 
adjustments are being made 
in the case of black and white 
films as well as longer films. 
Duty on prints cleared for 
home consumption after twelve 
months from the date of first 
release of the film for public 
exhibition is also being re¬ 
duced suitably. These pro¬ 
posals together imply a relief 
of about Rs 3 crores. 

In pursuance of goveenment's 


decisions on the Oil Prices 
Committee's report, the tariff 
structure relating to lubricating 
oils and greases has also been 
rationalised. This measure of 
rationalisation will yield Rs 63 
lakhs net in a year. 

1 have also carried out some 
modifications in respect of 
coated fabrics, cigars and 
cheroots, tea waste, vegetable 
products for industrial pur¬ 
poses and non-cel lulosic wast¬ 
es, the details of which are 
given in the Budget docu¬ 
ments. These proposals will 
yield a revenue of Rs 6 crores. 

I have taken note of the 
significant suggestions in re¬ 
gard to customs duties made 
by the Jha Committee. As a 
measure of relief and particu¬ 
larly with a view to bringing 
down capital costs, I propose 
to reduce the customs duties 
on specified items of capital 


equipment not produced in¬ 
digenously from the current 
level of 40 per cent to 25 per 
cent. The revenue loss will 
be of the order of Rs 9 crores. 

I also propose to reduce the 
duly leviable on condenser 
tissue paper and polypropylene 
film used in the manufacture of 
capacitors, by 111 per cent and 
155 per cent respectively. Use 
of capacitors will reduce trans¬ 
mission losses and will thus 
help the more efficient trans¬ 
mission of power. Duty on 
electrical insulation paper is 
also being reduced. These 
proposals will involve a reve¬ 
nue sacrifice of about Rs 4 
crores. 

Certain reliefs are alsj being 
given in respect of specified 
items of cinematograph machi¬ 
nery, electronic components 
and imported feature films. 
These together will involve a 
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SUNDARAM-CLAYTON LIMITED 


Manufacturers of: 

Entire range of equipment for Compressed Air- 
assisted Brake Systems and Full-Air Brake Actuation 
Systems for Commercial Vehicles, Tractors, Trailers 
and Earth Movers. 


Regd. Office: 

37, Mount Road 
MadraS'600 006 


Factory : 

Padi 

Madras-600 050 
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we decided to go 
against the old pro¬ 
verb, and put all our 
eggs in one basket. 

Looking back, everything tells us we did right 
—our profits, turnover, services and projects. 

For us, this meant an unprecedented gathering 
of expertise in electrical, mechanical, civil, 
mining engineering—the skills to build steel 
plants, powerplants, industrial projects, mines, 
dams, bridges, townships, dockyards from start 
to finish. Witness Bokaro, Kudremukh, Balco- 
Korba, expansion of Bhilai, Dry Dock & Hooghly 
Bridge at Calcutta-a few of the many projects. 


if you have a 

means rxr 
more headaches coordi' 
nating designers, contractors and suppliers. For 
the first time you can buy total construction 
services from a single source, backed by tb# 
widest array of construction resources. 

Today, the facts speak for themselves. Starting 
with Rs. 9 crores in 1965, HSCL's total orders 
now stand at over Rs. 650 crores I We have 40 
units stationed nationally. And 22,000 skilled 
personnel adept at the execution of giant pro^ 
jects. It's a big basket, come and dip into it. 




making different ekiils work together. 



HINDUSTAN STEELWORKS 
CONSTRUCTION LIMITED 


(A Government of Indie Underteklng) ^ 

4, ShakMBMii Saanl Cateutta*700(SI 
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revenue fiacrifioe of Rs S8 
lakhs. 

1 have only one proposal 
for upward modification of 
the customs tariff, not so 
much as a measure of raising 
revenue but as a measure of 
protection to Indian industry. 

I propose to increase the im¬ 
port duty on polyester filament 
yarn from 120 per cent to 
200 per cent ad valorem^ This 
will yield about Rs 6.4crores 
in a year. 

My proposals for customs 
and central excise duties put 
together will yield an addition¬ 
al revenue of Rs 499 crores for 
1978-79. 

The fiscal strategy under¬ 
lying my proposals seeks to 
take advantage of the favour¬ 
able food and foreign exchange 
situation for generating fresh 
expansionary impulses in our 
economy. The big step up in 
public investment is one cle¬ 
ment of this strategy. Mone¬ 
tary policy must also be used 
to reinforce fiscal policy. 

Tax on bank interest 

The House will recollect 
that government had imposed 
a tax in 1974 on interest in¬ 
come of banks. Hon'ble mem¬ 
bers will agree with me that, 
now that prices are reason¬ 
ably stable and there is urgent 
;Ueed to stimulate productive in- 
Irestment, this tax has lost its 
li^onomic justification. I pro¬ 
pose, therefore, to withdraw 
the interest-tax with immediate 
effect. As a sequal to this fis¬ 
cal concession with a mone¬ 
tary intent, the Reserve Bank 
of India will be announcing 
later in the day the realign¬ 
ment of the interest rate struc¬ 
ture. 

The Budget Estimates for 
1978-79 have taken credit for 
an amount of Rs 130 crores on 
account of interest-tax. Since 


the Interest-fax for the months 
of January and Febmary, 1978 
will be payable in the coming 
year, the actual loss of reve¬ 
nue will be of the order of 
Rs 108 crores. 

To sum up, my efforts at 
mobilisation of additional re¬ 
sources will yield in 1978-79 
Rs 549.5 crores, of which 
Rs 499 crores will be from 
union excise and customs 
duties, Rs 25.5 crores from 
direct taxes and Rs 25 crores 
as compulsory deposits. Out 
of this, the states' share will 
be Rs 95.5 crores and the 
centre’s share Rs 454 crores. 
With the withdrawal of inter¬ 
est-tax, the net additional 
resources accruing to the centre 
will be Rs 346 crores. 

Budgetary gap 

Despite the effort which I 
have made at raising addition¬ 
al resources, 1 am leavfng an 
uncovered budgetary gap of 
Rs 1050 crores. This figure 
will be reduced by the receipts 
from sales of government gold. 
For reasons which hon’ble 
members will appreciate I 
shall not attempt to estimate 
this figure. But 1 should 
share with hon’ble members 
the view 1 hold, that apart 
from preventing any resur¬ 
gence of gold smuggling, 
it is also justifiable, in our pre¬ 
sent circumstances, to utilise 
a part of our accumulated gold 
to reduce the expansionary 
effect of bugetary transactions. 
It is on the same reasoning 
that we have been anxious to 
deploy a part of our foreign 
exchange reserves to offset the 
expansionary impact of larger 
Plan and investment outlays; 
and I am confident that in the 
coming year the steps initiated 
to liberalise imports and the 
major investment programme 
that wc now propose to under¬ 
take, will lead to a significant 


draw down of foreign exchange 
reserves. These two factors 
combined with continued 
vigilance regarding credit 
should limit the net increase 
in money supply to safe 
levels. 

I am satisfied that the resul- 
tant expansion will not lead to 
any inflationary pressures 
particularly in view of the 
large stock offoodgrains and 
the much greater ability that we 
have at present to import 
essential consumer goods. The 
experience we have gained and 
the instruments we Jiave forged 
in supply management through 
procurement and public distri¬ 
bution and demand management 
through credit and monetary 
policy should also enable us 
to contain such pressures. 

In conclusion let me sum¬ 
marise what I seek to achieve 
through this Budget. My goal 
is to set in motion a process 


of sustained increase in'* out¬ 
put and employment, parti¬ 
cularly in the rural areas. The 
programme of government ex¬ 
penditure on investment is the 
main instrument I wish to use 
to attain this goal. Invest¬ 
ment expenditure in infra¬ 
structure facilities is being rais¬ 
ed steeply so that bottlenecks 
coming in the way of further 
growth are removed and there 
is an improvement in the gene¬ 
ral economic climate. This 
has made it necessary for me 
to undertake sizable addition¬ 
al resource mobilisation. At 
the same time I have not hesi¬ 
tated to offer incentives and 
tax concessions where these 
arc called for to promote in¬ 
vestment in agriculture and 
industry. 

The economic situation of 
the country is exceptionally 
favourable at present for a 
bold step forward. This bud¬ 
get is such a step. 


fVHA Compliments 


of 


ALEMBIC CHEMICAL WORKS CO. 
LTD. 

BARODA 1MN3 


<1 

<;> 

% 

<;> 


Leading Manufacturers of 
ANTIBIOTICS, ETHICAL PHARMACEUTICALS 
AND HOME PRODUCTS 
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You have two firm 
commitments to honour. 

One to your family and the 
other to your country. 

Saving to the maximum is 
what you owe to your family. 
It is also the need of the hour. 
And, investing the savings 
in productive enterprises is a 
national priority. 

Indian Bank helps you 
achieve both. Through its 
13 savings schemes. There 
is a scheme to suit your 
savings—small and big. 

Just step into any one of 
Indian Bank's 729 branches 
throughout the country. Your 
visit will be surely worth 
your while. 


Indian 
Bank 

HO: 17 North A 

Beach Road J 


Madras 

600001 







Budget at a Glance 


(fn crorcs of Rupees) 



i 9 n-n 

1977-78 

1978-79 

■ 

Budget 

Revised 

Budget 

Revenue Receipts 



fTax Revenue 

9006 

8906 

9636 

y 



i 416* 

'^Less : 




States’ Share of Tax Revenue 1799 

1799 

1929 

r 



+95* 

Net—Centre's Tax Revenue 

7207 

7107 

7707 
+ 321* 

.j|Non~ Tax Revenue 

2335 

2671 

2754 

Total- -Centre's Revenue 

9542 

9778 

10461 

1; 

t 



+ 321* 

9 

^ Capital Receipts 


^ Loan Recoveries 

1803 

2270 

2386 

^ Market Loans (Net) 

1 External Loans (Net) 

1000 

1183 

1650 

894 

481 

833 

^ Other Receipts 

t 

2245 

1657 

1691 



•;-25* 

Total— Capital Receipts 

5942 

5591 

6560 




■i-25* 

t Total— Receipts 

15484 

15369 

17021 

% 



+346* 

’ Overall Deficit 

84 

975 

1396 

—.346* 


1050 


1977-78 

1977-78 

1978-79 

Budget 

Revised 

Budget 

Revenue Disbursements 


General Services 

2609 

2605 

2953 

Defence Services 

2476 

2487 

2652 

Social and Community Services 

713 

681 

775 

Economic Services 

1775 

1869 

1939 

Grants-in-aid to States etc. 

1914 

2101 

2580 

Total— Revenue Disbursements 

9487 

9743 

10899 

Revenue Surplus -!• 




Deficit — 

1-55 

1-35 

-438 




■■321*' 

Capital Disbursements 


General Services 

243 

28 

251 

Defence Services 

276 

265 

293 

Social and Community Services 

117 

105 

130 

Economic Services 

1644 

1939 

2106 

Loans and Advances 

3801 

4264 

4738 

T OTA I . - -Capi tal D isbiirsemen ts 

6081 

6601 

7.^18 

Total- Disbursements 15568 

16344 

18417 




♦Effect of Budget proposals. 
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Details of Revenne Receipts 

(In crores of Rupees) 


Details of Capital Receipts 

(In crores of Rupees) 


■ ■ 

sann no 

107*7 7ft 

ia7ft 7a 


/ /-/o 

Budget 

ly/ /-/o 

Revised 

Budget 

A. Tax Revenue 

Customs 

1728.44 

1780,05 

1850.30 
-MO. 34* 

, Union Excise Duties 

4593.24 

4453.06 

4826.63 
-1-488.62* 

Corporation Tax 

1298.20 

1275.00 

1420.00 
+i9. 80* 

Income Tax 

1038.20 

1025.00 

1140.00 

—4.30* 

^ Estate Duty 

10.75 

11.00 

11.00 

Taxes on Wealth 

54.90 

50.00 

55.00 

Interest Tax 

99.00 

115.00 

130.00 

-108.00’*‘ 

Gift Tax 

5.50 

5.75 

7.75 

Other Heads 

177.23 

191.18 

197.62 

Gross Tax Revenue 

9005.46 

8906.04 

'9636.30 

+416.46* 

Less —States' Share of Taxes and 



Duties 

Union Excise Duties 

1104.35 

1113.41 

1179.89 

■f98.11* 

Income Tax 

684.80 

675.44 

739.28 
—2.61* 

Estate Duty 

9.61 

9.85 

9.85 


— 

— 

— 

J Totvl 

i- 

1798.76 

1798,70 

1929.02 



4-95.50* 

r 

5 Net Tax Revenue 

l' 

7206.70 

7107.34, 

7707.28 

1-320.96* 

B. Non-Tax Revenue 




Interest Receipts 

1223.57 

1327.85 

1389.42 

Dividends and Profits 

260.70 

281.50 

270.24 

Other Non-Tax Revenue 

850.28 

1062.03 

1094.45 

Total- Non-Tax Revenue 2334.55 

2671.38 

2754.11 

Total Revenue Receipts 

9541.25 9778.72 

10461.39 

+320.96* 



1977-78 

Budget 

1977-78 

Revised 

1978-79 

Budget 

1. Market Loans 

999.75 

1182.53 

1649.82 

Gross Borrowings 

1129.00 

1311.78® 

1830.00 

Less— Repay men is 

129.25 

129.25 

180.18 

2. External Loans 

894.03 

480.83 

833.28 

Gross Borrowings 

1294.58 

919.42 

1233.39 

Less —Repayments 

400.55 

438.59 

400.11 

3. Recovery of Loans and 

Advances 

1803.18 

2270.00 

2386.00 

State and Union Territory 

Governments 

958.18 

860.00 

1030.00 

Others 

845.00 

1410.00 

1356.00 

4. Small Savings 

425.00 

440.00 

460.00 

5. Provident Funds 

267.57 

202.89 

248.33 

6. Special Deposits of Non- 

Government Provident Funds 

250.00 

250.00 

225.00 

7. Other Receipts 

1302.60 

764.57 

757.06 

+25.00* 

Total— Capital Receipts 

5942.13 

5590.82 

6559.49 

-h25.00* 

@£xcludes Rs 100 crores of ad hoc treasury bills converted into 

dated securities. 

* Effect of Budget proposals. 



' ¥ 


^Effect of Budget proposals. 


If W9 BChhv^a O 4t po/ COP/ QfOWUt 
in our r/ 0 fiOsA$ dwing 1977. 

gf Astd w» opened e record number oi 
efxtY drenches in 1977 

Our deposit growth end suceesstut trench expension would nes 
heve been possible but tor the heerty cooperetlon extended to us 
by our xelued customers end petrons 

Wo shell otrivo to live up to your OKpoetetions with \ 
our friendly end queiity servtce 

Corporation Bank LOnited 

.M/lMm frlaiulllnMa he O tTMiitlWI - 
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Details of Reyenue Dlsbursenents 

(In crorcs of Rupees) 



1977-78 

Budget 

1977-78 

Revised 

1978-79 

Budget 

1. General Services 

5084 75 

5091.79 

5605 29 

Organs of State 

76.68 

72.50 

79.57 

Fiscal Services 

330.67 

358.54 

404.75 

Interest Payments 

1600.25 

1560.90 

1840.45 

Administrative Services 

409.79 

408.58 

432.40 

Pensions and Misc. General 
Service.s 

191.10 

204 41 

196.55 

Defence Services (net) 

2476.26 

2486.86 

2651.57 

2. Social & Community Services 

712.66 

681.21 

775.36 

3. Economic Services 

1775.52 

1869.27 

1938 60 

General Economic Services 

382.70 

452.78 

365.53 

Agriculture and Allied 
Services 

790.48 

787.59 

865.21 

Industry and Minerals 

384.26 

404.11 

4.54.12 

Water & Power Development 108.73 

108.42 

129.87 

Transport and Communica¬ 
tions 

109.35 

116.37 

123.87 

5« Grants-in-aid and Contribu¬ 
tions etc. 

1913 93 

2100.96 

2579.93 

Grants-in-aid to State and 
Union Territory Govern¬ 
ments 

1841.44 

2032.27 

2496.96 

Aid to other countries 

55.22 

49.38 

63..52 

Other Grants & Contributions 17.27 

19.31 

19.45 

Total— Revenue Disburse¬ 
ments 

9486.86 

9743.23 

10899.18 


Oetidls of Ca^tal DisborsemeDts 


(In crores of Rupees) 



1977-78 

1977-78 

1978-79 



Budget 

Revised 

Budget 

1. 

General Services 

518.62 

292.55 

543.59 


Defence Services 

275.27 

264.67 

293.39 


Other General Services 

243.35 

27.88 

250.20 

2. 

Social and Community Services 117.14 

105.48 

130 04 

3. 

Economic Services 

1644.39 

1939.33 

2106.43 


General Economic Services 

49.39 

45.19 

82.61. 


Agriculture and Allied 



i 


Services* 

—209.83 

—19.95 

162.371 


Industry and Minerals 
Water and Power Develop- 

1131.76 

1316.57 

1103.08 


ment 

187. 19 

132.59 

193.17 


Transport and Communi- 





cations (other than Rail¬ 
ways and Posts and Tele¬ 
graphs) 

138.58 

139.12 

1 

189.12^ 


Railways 

304.95 

300 10 

347.94 


Posts and Telegraphs 

42.35 

25.71 

28.14 

4. 

Loans and Advances 

Loans and Advances to 

3800.75 

4263 73 

4737.62 


State and Union terri¬ 
tory Governments 

1796.78 

2020.43 

2519.83 


Loans for Social and Com¬ 
munity Services 

Loans for Economic Ser¬ 

24. (4 

26.32 

31.37 


vices 

1668.31 

1639.35 

1669.50 


Advances to Foreign Go¬ 





vernments 

252.22 

497.98 

445.59 


Other Loans 

59.30 

79.65 

71.33 3 

■j 


Total: Capital Disburse¬ 





ments 

6080.90 

6601.09 

7517.68 


♦B.E. 1977-78 and R.E. 1977-78 include Rs 250 crores ai 
Rs 245. 82 crores respectively as recovery from Food Corpor 
lion for fertilizer stocks transferred in 1976. 







Plan Ontlay of Centre 

(In erores of Rupees) 



1977-78 

Budget 

1977-78 

Revised 

1978-79 

Budget 


1977-78 

Budget 

1977-78 

Revised 

1978-79 

Budget 

1. Central Plan Provision in 




Animal Husbandry 

31 

21 

35 

the Budget 

3978 

3748 

4520 

Dairy Development 

U 

11 

11 

2. Central Assistance for State Plans 1645 

2060 

2547 


(22) 

(22) 

(19) 

3. Union Territory Plan Provi- 




Forestry 

16 

15 

29 

sion in the Budget 

167 

156 

214 

Agricultural Financial Institutions 76 

100 

131 

4. Total Plan Provision in the 




Other Programmes 

199 

177 

217 

Budget 

5790 

5964 

7281 




(1) 

5. Internal Resources for Cen- 








tral Plan 

961 

1006 

1144 

Total 

491 

501 

789 




—- 


(22) 

(22) 

(20) 

Total— Central Plan (115) 

4939 

4754 

5664 



— 

— 


—-- --—- Industry and Minerals 

Central Plan Village and Small Industries 


General Services 

12 

9 

15 

Khadi and Village Industries 35 

43 

65 

Social and Community Services 




Handloom Industries 

17 

16 

23** 

Education 

86 

82 

108 

Small Scale Industries 

16 

11 

18 

Scientific Research 

125 

111 

145 

Other Village and Small 




Medical and Public Health 

83 

96 

146 

Industries 

15 

16 

29 

Family Welfare 

99 

90 

112 

— 

-- 



Rural Water Supply 

40 

38 

60 

Total 

83 

86 

135 

Housing 

27 

29 

63* 


-- 



Integrated Urban Deve- 




Machinery and Engineer- 




lopmeni in Areas of 




ing Industries 

59 

64 

76 

National Importance 

44 

42 

42 


(12) 

(0 

(9) 

Welfare of Scheduled 




Petroleum and Petro chemicals 



Tribes/Castes and Other 




Petroleum 

295 

207 

131 

Backward Classes 

18 

18 

24 


(292) 

(355) 

(442) 

Other Programmes 

75 

71 

94 

Petro-chcmicals 

87 

83 

39 

— - 

- — 

— 

-' — 


(3) 

(5) 

(18) 

Total 

597 

577 

794 

— 

- 



— 

- 

— 


Total 

382 

290 

170 

General Economic Services 





(295) 

(360) 

(460) 

Agricultural Credit 








Cooperatives 

26 

28 

41 

Fertilizers 

306 

279 

236 

Other Cooperatives 

35 

32 

39 




(2) 

Other Programmes 

17 

16 

8 

Shipbuilding 

26 

21 

22 

— 

- — 

— - 

- — 

Coal and Lignite 

227 

240 

260 

Total 

78 

76 

• 88 


(6) 

(11) 

(14) 

— 

- — 

— 

— —,— 

Iron and Steel 

511 

453 

563 

Agriculture and Allied Services 





(20) 

(35) 

(4) 

Schemes for Small and 




Nonferrous Metals 

61 

68 

57 

Marginal Farmers and 





(14) 

(3) 

(19) 

Agricultural Labourers 

45 

45 

115 

Consumer industries 

130 

118 

152 

Drought Prone Areas 





(2) 

(1) 

(5) 

Programme 

51 

51 

76 

Atomic Energy Industries 

35 

43 

45 

Scheme for Gainful Em¬ 





(1) 

(2) 

(1) 

ployment in Rural Areas 

,. 

29 

30 

Other Industries 

119 

108 

157 

Area Planning for Full Employment .. 

,. 

20 


(7) 

(5) 

■(16) 

Development of Desert Areas 

6 

.6 

20 

— 

- 



Command Area Deve- 




Total 

1939 

1770 

1873 

lopment Programme 

22 

22 

44 


(357) 

(418) 

(530) 

Fisheries Development 

33 

24 

61 




— Con/d 
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Pltn Outlay of Ceatre—Coa/rf. 



1977-78 

Budget 

1977-78 

Revised 

1978-79 

Budget 

Water and Power Development 




Irrigation, Flood Control 




and Navigation 

27 

25 

32 

Power Development 

183 

157 

202*** 


(52) 

(51) 

(34)@@ 

Total 

210 

182 

234 


(52) 

(51) 

(34) 

Transport and Communications 




Railways 

302 

300 

343 


(178) 

(189) 

(192) 

Posts and Telegraphs 

42 

26 

28 


(288) 

(265) 

(298) 

Ports 

80 

78 

84 


(9) 

(8) 

(8) 

Civil Aviation 

19 

18 

20 


(54) 

(52) 

(62) 

Shipping 

93 

93 

98 

Roads 

90 

94 

104 

Satellite Programme 

.. 

I 

23 

Other Programmes 

25 

23 

27 


(1) 

(1) 


Toial 

651 

633 

727 


(530) 

(515) 

(560) 

Central Plan@ 




Budget Provision 

3978 

3748 

4520 

Internal Resources 

(961) 

(1006) 

(1144) 

Total 

4939 

4754 

5664 


@of which— 


1.. Releases to State and 
Union Territory govern¬ 
ments for Central Plan 

Schemes 601 650 881 

2. Budgetary support to pub¬ 
lic sector undertakings in¬ 
cluding Railways, P&T etc. 

plus their internal resources 3498 3344 3619 

Figures in brackets represent internal resources for the Central 
Plan estimated to be available for financing the outlays of the 
concerned undertakings in addition to the Budget allocations. 
♦ Includes Rs 28 crores for House Building Advances to 
government servants which are treated as Plan expendi¬ 
ture from 1978-79. 

Excludes Rs 4 crores for Handloom Cooperatives included 
under ‘Cooperation’. 

Exclusive of Rs. 8 crores for the Ncyvcli Thermal Power 
Plant included under ‘Coal and Lignite*. 

@@£xclusive of REC’s programmes which are part of States’ 
Plans. 


INDIAN COFFEE INDUSTRY 

Indian Coffee, distinctive and delicious, gets its special 
aroma from the rich soil, climate and culture of India. 

Nurtured on the shaded slopes of the Western Ghats, 
with its spure extending Eastwards, Indian Coffee is grown 
under ecological conditions ideal for the growth of the 
finest coffees. 

Coffee in India covers 1,71.S35 hectares and accounts 
for 80,587 estates. Of this 78,358 are small holdings 
below 10 hectares and 2,229 are above 10 hectares. These 
estates employ 2,36,295 daily workers. 

The Coffee Board works for the growth and develop¬ 
ment of the Indian Coffee Industry. The Centra] Coffee 
Research Institute is located in Balehonnur of Chikmagalur 
District of Karnataka State. The Research Department 
has helped considerably in the scientilic growth of Coffee 
plantations. 

Area Uunder Coffee 


State 

Arabica 

(Hectares) 

Robusta 

(Hectares) 

Total 

(Hectares) 

Karnataka 

68,966 

32,710 

101,676 

Tamil Nadu 

23,501 

4,567 

28,068 

Kerala 

4,177 

36,325 

40,502 

Andhra Pradesh 

1,023 

— 

1,023 

Assam 

174 

— 

174 

Other States: 




Orissa, W. Bengal, Andamans, 



Madhya Pradesh and Maha- 



rashtra (Experimental 




Plantations) 

53 

39 

92 


97,894 

73,641 

1,71,535 


India’s estimated production of excellent coffee is about 
one lakh tonnes. 

Coffee that is grown has to be processed or cured. There 
are 31 Coffee Curing Establishments in the country. A 
I whole range of operations in the country contribute to the 
quality of INDIAN COFFEE. Careful picking of the 
Coffee fruits, sc.entific processing, curing done to set 
standards, and quality assesment leads to expoit of only 
the best coffee beans. 

Coffee exports during 1976-77 realised foreign exchange 
worth 151 crores of rupees. 

Current efforts are aimed at increased production in 
traditional areas and bringing non-traditional areas under 
coff;e, thus ensuring adequate supplies to meet increasing 
trends in exports and international consumption of the 
future. 
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Noo-Plan and Plan Proviaidns 


(In crores of Rupees) 




1977-78 

Budget 



1977-78 

Revised 



1978-79 

Budget 


Non-Plan 

Plan 

Total 

Non-Plan 

Plan 

Total 

Non-Plan 

Plan 

Total 

1. General Services 

(other than Defence) 

Interest Payments 

1722 

. . 

1722 

1710 

,, 

1710 

2028 


2028 

Other General Services 

Revenue 

883 

4 

887 

892 

3 

895 

921 

4 

925 

Capital/Loans"* 

232 

11 

243 

20 

8 

28 

236 

14 

250 

Total 

2837 

15 

2852 

2622 

11 

‘ 2633 

3185 

18 

3203 

2. Defence Services (Net) 

Revenue 

2476 


2476 

2487 


2487 

2652 


2652 

Capital 

276 

•• 

276 

265 


265 

293 

•.* 

293 

Total 

2752 


2752 

2752 


2752 

2945 

•• 

2945 

3 Social and Community Services 

Revenue 

481 

232 

713 

470 

211 

681 

489 

286 

775 

Capital/Loans 

12 

129 

141 

21 

111 

132 

15 

146 

161 

Total 

493 

361 

854 

491 

322 

813 

504 

432 

936 

4. Economic Services 










General Economic Services 

Revenue 

354 

29 

383 

429 

23 

452 

343 

23 

366 

Capital/Loans 

11 

56 

67 

8 

53 

61 

34 

68 

102 

Total 

365 

85 

450 

437 

76 

513 

377 

91 

468 

Agriculture and Allied Services 
Revenue 657 

134 

‘ 791 

666 

121 

787 

621 

244 

865 

Capital/Loans** (- 

-)255 

158 

(-)97 

(-)59 

172 

113 

108 

236 

344 

Total 

402 

292 

694 

607 

293 

900 

729 

480 

1209 



(22) 

(22) 


(22) 

(22) 

.. 

(20) 

(20) 

Industry and Minerals 

Revenue 

313 

71 

384 

337 

67 

404 

351 

103 

454 

Capital/Loansf 

384 

1831 

2215 

783 

1634 

2417 

539 

1696 

235 

Total 

697 

1902 

2599 

1120 

1701 

2821 

890 

1799 

2689 


. • 

(357) 

(357) 

• • 

(418) 

(418) 

«• 

(530) 

(530) 


—Contd. 
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N«B-PiM and Plu froiUlmu—Contd. 


1977-78 Budget 1977-78 Revised . 1978-79 Budget 



Non-Plan 

Plan 

Total 

Non-Plan 

Plan 

Total 

Non-Plan 

Plan 

Total 

Water ft Power 
Development 

Revenue 

100 

8 

108 

100 

9 

109 

117 

13 

130 

Capital/Loansf']' 

1 

310 

311 

(-)8 

284 

276 

1 

278 

279 

Total 

101 

318 

419 

92 

293 

385 

118 

291 

409 


, , 

(52) 

(52) 


(51) 

(51) 

.. 

(33) 

(33) 

Transport and Communications 
Revenue 91 

18 

109 

94 

22 

116 

100 

24 

124 

Capital/Loans 

19 

281 

300 

39 

279 

318 

21 

320 

341 

Total 

no 

299 

409 

133 

301 

434 

121 

344 

465 



(64) 

(64) 


(61) 

(61) 


(71) 

(71) 

Railways 

Capital/Loans 

173 

302 

475 

67 

300 

367 

104 

343 

447 



(178) 

(178) 


(189) 

(189) 


(192) 

(192) 

Posts and Telegraphs 

Capital 

. . 

42 

42 

.. 

26 

26 


28 

28 

Internal Resources 


(288) 

(288) 


(265) 

(265) 


(298) 

(298) 

Total —Economic Services 

1848 

3240 

5088 

2456 

2990 

5446 

2339 

3376“ 

“5715 


.. 

(961) 

(961) 

. . 

(1006) 

(1006) 

. . 

(1144) 

(1144) 


—Contd 
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BEARU COHMEBCE & DIBBSTHIES UMIIED 

* India’s most experienced manufacturers of Viscose Spun Rayon, Acetate Spun, 
Synthetic Blended and Fancy Yarns. 

* Manufacturers of the sophisticated range of 'NAGDA' Suitings and Shirtings. 

* Manufacturers of ready-made garments. 

'* Exporters of traditional and non-traditional items. 


REGD. A HEAD OFFICE ; 

510, Surya Kiran, 5th Floor. 10, Kasturba Gandhi Marg, New Delhi-110001 
Phone : 386615-16 Gram : BHARCOMIND, NEW DELHI 


I 

5 


OUR UNITS AT ; 

Nagda (M P )> Thana (Maharashtra), Rajpura (Punjab), Nanjangud (Karnataka) 

& Farldabad (Haryana) 
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NoD-Plan and Plan Provisions>-Co/fr4;f. 


1977-78 

1977-78 

1978-79 

Budget 

Revised 

Budget 

Non-Plan Plan 

Total Non-Plan Plan 

Total Non-Plan Plan Total 


5. Grants and Loans 

State and Union Territory 
Governments 


Grants 

Loans® 

763 

701 

1079 

1095 

1842 

1796 

786 

625 

1246 

1395 

O 

O O 

855 

735 

1642 

1785 

2497 

2520 

Total 

1464 

2174 

3638 

1411 

2641 

4052 

1590 

3427 

5017 

Foreign Governments 

Grants 

55 

. , 

55 

50 

.. 

50 

64 

.. 

64 

Loans@@ 

252 

•• 

252 

498 

•• 

498 

446 


446 

Total 

307 

•• 

307 

548 


548 

510 


510 

Other Grants and Loans 

Revenue 

17 

, . 

17 . 

20 

.. 

20 

19 


19 

Loans 

60 


60 

80 


80 

44 

28 

72 

Total 

77 


77 

100 


100 

63 

28 

91 

Totai.—G rants and 

Loans 

1848 

2174 

4022 

2059 

2641 

4700 

2163 

3455 

5618 

Total—R evenue 

7912 

1575 

9487 

8041 

1702 

9743 

8560 

2339 

10899 

Total—C apital/Loans 

1866 

4215 

6081 

2339 

4262 

6601 

2576 

4942 

7518 

GRAND TOTAL 

9778 

5790 

15568 

10380 

5964 

16344 

11136 

7281 

18417 

Total—I nternal 
Resources 


(961) 

(961) 


(1006) 

(1006) 


(1144) 

11(44) 


Vote; 1. Plan provisions are for (a) Central Plan and (b) assistance for States* Plans and Union Territories’ Plans. The details of the 
latter are given on p. 526. 

2. Figures in brackets are the estimated internal and other resources of public sector undertakings for financing their Plan out¬ 
lays in addition to the Budget allocations. 

3. The Plan grants and loans to State and Union Tierritory governments arc inclusive of assistance for central and centrally 
sponsored schemes executed through them; the details are given on p. 533. 

Rs 211 crores included in B.E. 1977-78 for subscription to the IMF has been transferred to B.E. 1978-79. 

** Represents mainly the net outgo on transactions relating to import of fertilizers. B.E. 1977-78 and R.E. 1977-78 also include 
Rs. 250 crores and Rs. 246 crores respectively as recovery from Food Corporation for fertilizer stocks transferred in 1976; 
hence the minus figures. 

•j- R.E. 1977-78 and B.E. 1978-79 include Rs 329 crores and Rs 206 crores respectively for accounting adjustment of conversion 
of past loans to certain public sector undertakings into equity/fresh loans. 

tt B E. 1977-78 and R.E. 1977-78 provide Rs 110 crores and Rs 109 crores respectively towards Rural Electrification Corporation’s 
schemes included in States’ Plans. B. E. 1978-79 includes Rs 59 crores for REC—rest ofits requirements to be met from extra 
budgetary sources. 

@ Non-Plan loans include Rs 300 crores, Rs 200 crores and Rs 300 crores respectively in B.E. and R.E. 1977-78 and B.E. 
1978-79 as ways and means advances to States. 

@@ Include Rs 225 crores, Rs 475 crores and Rs 400 crores respectively in B. E. and R. E. 1977-78 and B.E. 1978-79 as gross dis¬ 
bursements of technical credits under rupee trade agreements. The recoveries are included under receipts. 
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Con vu nr te st ed 



g; 



Linear and 
Digital Ks 


PnH^sskmal electronic inst^^ 
Entertainment equipment 


Electronic equipment manufacturers! Give BEL Linear and Digital ICs—Computer-tested 
your professional electronic instruments and for sound performance. A wide range to 
entertainment equipment the built-in choose from, 

reliability of high quality ICs. 


Type 

Description 

LINEAR 
CA 3085 
3085 F 


3085 H 
CA 3085 A 
CA 3085 B 

Voltage regulator 

CA723CT 

Voltage regulator 

CA741 CT 1 

1 General purpose 

CA741 T 1 

1 operational 
amplifiers 

CA 3065 

TV sound IF 
sub-system 

CA 3068 

TV Video IF 
aub-system 


BEL 550 Voltage Stabiliser 

CA 3020 I Multipurpose 
CA 3020 A I wida-band power 
amplifier 


Application 


Senas, shunt or 
switching 

Series, shunt or switching 
voltage regulators, high 
voltage and variable voltage 
power supplies 

Instrumentation and control, 
signal processing, function 
generation and active filters 

Sound IF amplifier-limiter- 
FM detector-electronic 
attenuator and audio driver 
for TV receivers 

High gain IF amplifier-video 
detector-video amplifier- 
impulse noise limiter-keyed 
and delayed AGC-buffered 
AFT output, sound IF 
intercarrier amplifier for 
TV receivers 

TV tuners and high voltage 
power supplies 

Audio amplifiers 
and inter-corns 


Type 

CA 3028 A 


DIGITAL 
BEL 7400 


BEL 7420 


BEL 7441 A 


BEL 74104 


Description 

Differential/ 
Cascode amplifier 

I Dual gate 
I MOSFETS 


Quad 2-input NAND 
gate 

Triple 3-input 
NANO gate 
Dual 4-input NANO 
gate 

Dual 4-input NANO 
buffer 

Dual Master-Slave 
J-K Flip Flop. 

BCD - to - Decimal 
Oacoder/Driver 

Gated J-K Master 
Slave Flip Flop 


Application 

Wide band RF amplifiers 

RF amplifier, mixer 
in TV receivers, and in 
professional communication 
equipments 


Computers, digital data 
processing, and instrumenl* 
ation and control 
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dlitMMttt of Total PloB Onfloys by Heads of 
DeTelopment (1978*79) 

. (In crorcs of Rupees) 

l£___ 


SL Head of Centre States Union Total 

No. Development Territories 


1. Agriculture and 


allied programmes 

871.62 

852.12 

29.50 

1754.24 

2. Irrigation (Major & 
Medium) 

5.97 

1024.51 

8.41 

1038.89 

3. Flood Control 

17.45 

104.26 

5.00 

126.71 

4. Power 

243.71 

1916.78 

36.52 

2197.01 

5. Village and Small 
Industries 

139.93 

71.81 

7.21 

218.95 

6. Industry and Mining 2267. S3 

145.09 

1.58 

2414.20 

7. Transport and 
Communications 

1328.36 

424.60 

28.83 

1781.79 

8. Education 

115.76 

270.56 

26.59 

‘412.91 

9. Medical and Public 
Health 

258.20 

121.93 

12.70 

392.83 

10. Water Supply and 
Sanitation 

62.70 

253.01 

22.17 

337.88 

11. Housing 

68.29 

120.83 

16.40 

205.52 

12. Urban Development 
including State 
Capital Projects 

44.63 

77.76 

11.10 

133.49 

13. Backward Class 
Welfare 

24.05 

70.38 

1.77 

96.20 

14. Social Welfare 

20.11 

7.39 

1.35 . 

28.85 

15. Other Programmes 
and Services 

195.78 

149.91 

5.12 

350.81 

16. Tribal Sub-Plan 


70.00 


70.00 

17. Hill Areas Pro¬ 
grammes 

.. 

52.79 

0.40 

53.19 

18. North-Eastern 
Council 

•• 

35.85 

•• 

35.85 

Total 

5664.09 

5770.58 

214.65 11649.32 


Resources TraDsferred to State and Union 
Territory Governments 


(In crorcs of Rupees) 


1977-78 1977-78 1978-79 
Budget Revised Budget 

1 . 

State’s share of Taxes & Duties 

1799 

1799 

2024 


Union Excise Duties 

1104 

1113 

1278 


Income Tax 

. 685 

676 

736 


Estate Duty 

10 

10 

10 

2. 

Statutory and other Transfers 

957 

853 

1049 


Grants 

655 

653 

747 


Loans 

302 

200 

302 

3. 

Assistance for Development outside 





Plan 

507 

558 

541 


Grants 

108 

- 133 

108 


Loans 

399 

425 

433 

4. 

Assistance for State and Union 





Territory Plans 

1573 

1991 

2546* 


Grants 

623 

767 

963 


Loans 

950 

1224 

1583 

5. 

Assistance for Central & Centrally 





sponsored Plan Schemes 

60t 

650 

881 


Grants 

456 

479 

679 


Loans 

145 

171 

202 

6. 

Total Grants and I^ans (2 1 3 !-4+S) 3638 

4052 

5017 


Grants 

1842 

2032 

2497 


Loans 

1796 

2020 

2520 

7. 

Less Recovery of loans and advances 958 

860 

1030 


Net resources transferred to State 





and Union Territory Govern- 





ments (1 -|-6—7) 

4479 

4991 

6011 


N.B. The Union Territories included in the above statement are 
those which have legislatures. 

♦ In addition, in the budget for 1978-79 Rs 136 crores are 
provided for Plan Outlay of Union Territories without 
legislature, Rs 20 crores for Plan schemes of the jNlorth 
Eastern Council and Rs 59 crores for Rural Electrification 
Corporation. Thus, the total provision in the Budget for 
1978-79 for assistance towards State and Union Territory 
Plans amounts to Rs 2761 crorcs. 
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Budget Document 


Finance BilJ, 1978 : proposals explained 


The text of the official memorandum explaining the provisions of the Finance Bill is 
given below : 


The provisions in the Finance 
Bill, 1978 in the sphere of 
direct taxes relate to the follow¬ 
ing matters' 

* (i) Prescribing the rates of 
income-tax (including sur- 
charge thereon) on incomes 
liable to tax for the assessment 
year 1978-79, the rates at which 
income-tax will be deductible 
at source during the financial 
year 1978-79 from interest 
(including interest on securities), 
dividends, salaries, insurance 
commission, winnings from 
lotteries and crossword puzzles, 
winnings from horse races and 
other categories of income 
liable to such deduction under 
the Income-tax Act; and the 
rates for computation of 
''advance-tax'*; and charging 
of income-tax on current 
incomes in certain cases for the 
financial year 1978-79. 

(ii) Amendment of the 
Income-tax Act, 1961 with a 
view to widening the area of 
tax incentives for savings; pro¬ 
viding greater tax incentive for 
savings in specified forms; 
liberalising the scope of certain 
concessions for promoting con¬ 
struction of houses, particular¬ 
ly for persons in the low and 
middle income brackets; plac¬ 
ing a curb on extravagant and 
wasteful expenditure in busi¬ 
nesses and professions; and a 
few other matters. 

(iii) Amendment of the 
Interest-tax Act, 1974 with a 
view to discontinuing the levy 
of interest-tax. 

(iv) Amendment of the 
Compulsory Deposit Scheme 


(Income-tax Payers) Act, 1974 
with a view to increasing the 
rates of compulsory deposit. 

2. TheBill broadly follows the 
principle (adopted since 1967) 
that changes in the rates of tax, 
as also in the other provisions of 
the tax laws should ordinarily 


be made operative prospective¬ 
ly in relation to current incomes 
and not in relation to incomes 
of the past year. The substance 
of the main provisions in the 
Bill relating to direct taxes is 
explained in the following 
paragraphs. 


Income-Tax 


I. Rates of income-tax in 
respect of incomes liable 
to tax for the assessment 

year 1978-79 

3. In respect of incomes of 
all categories of taxpayers 
(corporate as well as non-cor¬ 
porate) liable to tax for the 
assessment year 1978-79, the 
rates of income-tax (including 
surcharge thereon) have been 
specified in Part I of the 
schedule to the Bill. These rates 
are the same as those laid 
dcwn in Part 111 of the First 
Schedule to the Finance (No 2) 
Act 1977 for the purposes of 
computation of “advance tax”, 
deduction of tax at source 
from ''Salaries** and retirement 
annuities payable to partners 
of registered firms engaged in 
specified professions, and com¬ 
putation of the tax payable in 
certain special cases during the 
financial year 1977-78. 

II. Rates for deduction of 
tax at source during the 
financial year 1978-79 from 
Incomes other than "Sala¬ 
ries*’ and retlremsnt an¬ 
nuities 

4. The rates for deduction of 
tax at source during the finan¬ 
cial year 1978-79 from incomes 


other than “Salaries** and 
retirement annuities payable to 
partners of registered firms en¬ 
gaged in specified professions 
have been specified in Part II 
of the Schedule to the Bill. In 
the context of the provision 
being made in the Income-tax 
Act for deduction of income- 
tax at source from income by 
way of winnings from horse 
races, the Bill lays down the 
rates for deduction of income, 
tax not only from interest on 
securities, other categories of 
interest, dividends, insurance 
commission, winnings from 
lotteries and crossword puzzles 
and other categories of non- 
salary income of non-residents, 
but also for deduction of tax 
from income by way of win¬ 
nings from horse races. The 
rates for deduction of tax at 
source laid down in the Bill in 
respect of the categories of 
income which are already 
liable to such deduction, are 
the same as those prescribed 
for this purpose in Part 11 of 
the First Schedule to the 
Finance (No 2) Act» 1977. 

5. In the case of income by 
way of winnings from horse 


races payable to resident reci" 
pients other than companies 
during the financial year 
1978-79, tax will be deductible 
at the rate of 34.5 per cent, 
made up of basic income-tax 
of 30 per cent and surcharge 
of 4.5 per cent (being 15 per 
cent of the income-tax;. In view 
of a specific provision being 
made in new section 194BB ol 
the Income-tax Act, proposed 
to be inserted in that Act undei 
clause 21 of the Bill, income- 
tax will be deductible at source 
only where the income by way 
of winnings from horse races 
to be paid to a person exceeds 
Rs 2,500. It is also being pro¬ 
vided that no deduction will be 
made from such winnings where 
the payment is made before 1st 
June, 1978. (For further 
details of new section 194BB, 
kindly see paragraphs 51 and 
52 of this Memorandum). 

III. Rates for deduction of 
tax at source from "Sala¬ 
ries'*! computation of ad¬ 
vance tax and charging 
of income-tax in special 
cases during the financial 
year 1978-79 

6. The rates for deduction of 
tax at source from “Salaries” 
in the case of individuals during 
the financial year 1978-79, and 
also for computation of 
"advance tax” payable during 
that year in the case of all 
categories of taxpayers, have 
been specified in Part 111 of 
the Schedule to the Bill. These 
rates are also applicable for 
deduction of tax at source 
during the financial year' 
1978-79 from retirement annui¬ 
ties payable to partners of 
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registeied firms engaged in 
certain professions (such as 
; chartered accountants, soli- 
^jtors, lawyers, etc) and for 
Charging income-tax during the 
financial year 1978-79 on cur¬ 
rent incomes in cases where 
accelerated assessments have 
to be made, e.g., provisional 
assessment of shipping profits 
arising in India to non-resi¬ 
dents, assessment of persons 
• leaving India for good during 
the financial year 1978-79, 
assessment of persons who are 
likely to transfer property to 
avoid tax. These rates are the 
' •same as those specified in Part 
ni of the First Schedule to the 
Finance (No 2) Act, 1977 for 
the purposes of deduction of 
tax at source from *‘SaJarics” 
and computation of “advance 
tax” during the financial year 
1977-78, as also for deduction 
of tax at source from retire¬ 
ment annuities payable to part¬ 
ners of registered firms engaged 
in specified professions and 
computation of tax in cases of 
accelerated assessments during 
the said financial year. 

(Clauses 2 and 21 and the 
Schedule) 

IV. Proposed Amend¬ 
ments to the Income-tax 
Act 

Measures for promoting savings 
and Investment 

' 7. Deduction in respect of 
investment in equity shares of 
new Industrial companies- With 
a view to stimulating invest¬ 
ment in equity shares of new 
industrial companies, the Bill 
provides for the grant of a tax 
concession in the case of (a) 
individuals; (b) Hindu undivid¬ 
ed families; and (c) associations 
of persons or bodies of indivi- 
duals consisting only of hus¬ 
band and wife governed by 
the system of community of 
property in force in the Union 
Territories of Dadraand Nagar 
Haveli and Goa, Daman and 


Diu, who purchase any equity 
shares forming part of an 
‘‘eligible issue of capital”. 
Under the proposed provision, 
such taxpayers will be entitled 
to a deduction, in the compu¬ 
tation of their taxable income, 
of an amount equal to 50 per 
cent of the cost of such shares 
to them. 

8. The maximum amount of 
investment qualifying for 
deduction in a year will be 
limited to Rs 10,000. Hence, 
where the aggregate cost of the 
shares purchased by a taxpayer 
in an accounting year exceeds 
Rs 10,000, the deduction will 
be allowed only with reference 
to the cost of such of the 
shares (the aggregate cost 
whereof docs not exceed 
Rs 10,000) as are specified by 
the taxpayer in this behalf. 

9. For the purposes of this 
provision, an ‘‘eligible issue of 
capital” means an issue of 
equity shares which satisfies 
the following conditions: 

(a) The issue is made by a 
public company formed and 
registered in India with the 
main object of carrying on the 
business of construction, manu¬ 
facture or production of any 
article or thing, not being an 
article or thing of low priority 
specified in the list in the 
Eleventh Schedule to the 
Income-tax Act. 

(b) The issue is an issue of 
capital made by the company 
for the first time. 

(c) The shares forming part 
of the issue are offered for 
public subscription. 

(d) Such other conditions as 
may be prescribed under rules 
framed by the Central Board of 
Direct Taxes. 

In the case of a company 
which had originally been in¬ 
corporated as a private com¬ 
pany but has become a public 


company under the provisions 
of the Companies Act, 1956, 
an issue of equity shares made 
by it for the first time after it 
has become a public company 
will not be regarded as an 
eligible issue of capital, if-* 

(i) such company had dec¬ 
lared, distributed or paid any 
dividend when it was a private 
company; or 

(ii) any of the shares forming 
part of such issue is offered for 
subscription at a premium. 

In case any question arises 
as to whether any issue of 
equity shares would constitute 
an “eligible issue of capital’* 
for the purposes of the propos- 
cd concession, the question 
shall be referred to the Central 
Government whose decision in 
the matter would be final. 

10. The proposed tax con¬ 
cession will not be available 
unless the taxpayer has subs- 
cribed to or purchased the 


shares in the manner specified 
hereunder ; 

(a) the taxpayer should have 
subscribed to the shares in pur¬ 
suance of an offer for public 
subscription made by the com¬ 
pany or in pursuance of a 
reservation or an option made 
in his favour by reason of his 
being a promoter of the com¬ 
pany; or 

(b) the taxpayer should have 
purchased the shares from a 
person who is specified as an 
“underwriter” in rc.spect of the 
issue of such shares in pur. 
suance of the relevant provi¬ 
sions of the Companies Act, 
1956 and who has acquired 
such shares by virtue of his 
obligation as such underwriter. 

11. The deduction allowed 
under the proposed provision 
will be forfeited if the taxpayer 
sells or otherwise transfers 
these shares to any person 
within a period of five years 
from the date of their purchase. 
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In such cases, an amount equal 
to SO per cent of the cost of 
such shares shall be deemed to 
bet the income of the taxpayer 
of the year in which the shares 
are so sold or transferred and 
charged to tax accordingly. 

12.. Although the proposed 
provision will take effect from 
1st April, 1978, it has been 
specifically provided that only 
investment made in any “pre- 
B vious year'’ relevant to the 
(j assessment year 1979-80 or any 
jj subsequent assessment year will 
qualify for the purposes of this 
j concession. 

c (Clause 17) 

^ 13. Deduction in respect of 

] long-term savings In specified 
^ media: Under the existing pro- 
* visions of the Income-tax Act, 

! tax relief is allowed in respect 
( of long-term savings effected 
' by certain categories of tax¬ 
payers out of their income 
chargeable to tax. In the case 


of an individua], long-term 
savings through life insurance 
or deferred annuity policies 
(without cash option) on the 
life of the individual, his spouse 
or child; certain provident 
funds and superannuation funds; 
Unit-Jinked Insurance Plan and 
10-Year and 15-Year Cumu¬ 
lative Time Deposit Accounts, 
qualify for tax relief. In the 
case of Hindu undivided fami¬ 
lies, long-term savings effected 
through Insurance policies on 
the life of any member of the 
family qualify for tax relief. In 
the case of a taxpayer, being an 
association of person or a body 
of individuals, consisting only 
of husband and wife govern¬ 
ed by the system of community 
of property in force in the 
Union Territories of Dadra and 
Nagar Haveli and Goa, Daman 
and Diu, long-term savings 
through life insurance or defer¬ 
red annuity policies (without 
cash option) on the life of any 


member of such association or 
body or on the life of any child 
of either member, as also 
through the Public Provident 
Fund, Unit-linked Insurance 
Plan and 10-Year and IS-Year 
Cumulative Time Deposit 
Accounts qualify for tax 
relief. 

14. The tax relief, in all 
cases, is allowed by deducting 
the whole of the first Rs 4,000 
of the qualifying savings plus 
50 per cent of the next 
Rs 6,000 plus 40 per cent of 
the balance of such savings, in 
computing the taxable income 
of the taxpayer. Long-term 
savings qualify for the tax relief 
only to the extent that such 
savings do not exceed the ceil¬ 
ing limits laid down in this 
behalf. In the case of indivi- 
duals, the ceiling limit appli¬ 
cable in the generality of cases 
is 30 per cent of the “gross 
total income” or Rs 20,000 
whichever is less. A higher 


ceiling limit is laid down in th< 
case of authors, playwrights, 
artists, musicians and actom, 
The ceiling limit in their case 
is 40 per cent of the profession’ 
al income of the author, play, 
wright, artist, musicianor actoi 
plus 30 per cent of the remain¬ 
ing part of the *'gross total 
income” or Rs 50,000, which¬ 
ever is less. In the case of a 
married couple governed by the 
system of community of pro¬ 
perty in force in the Union 
Territories of Dadra and Nagar 
Haveli and Goa, Daman and 
Diu, the ceiling limit is the 
same as in the case of in¬ 
dividuals generally. In the 
case of Hindu undivided fami¬ 
lies, the ceiling limit is 30 per 
cent of the “gross total income” 
or Rs 30,000, whichever is 
less. 

15. With a view to providing 
a further incentive for effecting 
long-term savings, it is propos¬ 
ed to make the following modi- 
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I fications in fht relevant pro¬ 
visions: 

, (i)The quantum of deduc¬ 
tion in respect of long-term 
savings is proposed to be 
increased so as to allow a 
deduction of the whole of the 
first Rs 5,000 of the qualifying 
savings, as against Rs 4,000 at 
present. The quantum of deduc¬ 
tion in respect of the next 
Rs 5,000 will continue at the 
existing rate of 50 per cent, 
and in respect of the balance, 
at the rate of 40 per cent. 

(ii) The monetary limit of 
the savings qualifying for the 
deduction is being increased 
from Rs 20,000 to Rs 30,000 in 
the case of individuals, as also 
married couples governed by 
the system of community of 
property in force in the Union 
Territories ofDadra and Nagar 
Haveli and Goa, Daman and 
Diu. 

(The monetary limit of 
Rs 30,000 currently applicable 
to the qualifying savings by 
Hindu undivided families will 
remain unchanged.) 

16. The changes indicated in 
I the preceding paragraph will 
I take effect from 1st April, 
1979 and will accordingly apply 
for the assessment year 1979-80 
and subsequent years. 

! (Clause 16) 

17. Modification of the pro¬ 
vision relating to exemption of 
*iong-term capital gains*’ in 
cases where the consideration 
received or accruing as a result 
of transfer is invested or deposi¬ 
ted in specified financial assets: 
The Finance (No 2) Act, 1977 
introduced a new section 54E 
a the Income-tax Act to pro¬ 
vide exemption from income- 
tax in respect of capital gains 
rising from the transfer of 
any capital asset (other than 
a short-term capital asset) in 
cases where the full value of 
the consideration received or 


accruing as a result of the 
transfer is invested or deposited 
by the taxpayer in specified 
assets within a period of six 
months after the date of the 
transfer. Where only a part of 
the consideration is so invested 
or deposited, a proportionate 
part of the capital gains is 
exempted from tax. 

18. The assets specified for 
this purpose Include the follow¬ 
ing: 

(a) Shares in any Indian com¬ 
pany which are issued to the 
public or are listed in a recog¬ 
nised stock exchange in India 
in accordance with the Securi¬ 
ties Contracts (Regulation) Act, 
1956 and any rules made there¬ 
under. 

(b) Deposits for a period of 
not less than three years with 
the State Dank of India or any 
subsidiary bank of the State 
Bank of India or any nationali¬ 
sed bank or any cooperative 
society engaged in carrying on 
the business of banking. 

The Bill seeks to make the 
following modifications in 
regard to the specified assets 
referred to above: 

(a) In order to ensure that 
this tax concession leads to the 
flow of fresh investible funds in 
risk capital, it is proposed to 
provide that investment in 
shares made after 28th Febru¬ 
ary, 1978 will be regarded as 
an eligible mode of investment 
for the purposes of this con¬ 
cession only where the invest¬ 
ment is made in equity shares 
forming part of an ^'eligible 
issue of capital*’ as defined for 
the purposes of new section 
80CC, proposed to be inserted 
in the Income-tax Act by clause 
17 of the Bill. Further, invest¬ 
ment in such shares will not 
qualify for the purposes of 
exemption from capital gains 
tax unless the taxpayer has 
subscribed to or purchased the 


shares in the manner specified 
in sub-section (4) of the said 
section 80CC. 

(b) Banks allow substantial 
advances against the security of 
fixed deposits with them. 
Hence, taxpayers who get cr- 
emption from capital gains tax 
by making such deposits obtain 
an unduly large tax benefit 
without commensurate sacri¬ 
fice. It is, therefore, proposed 
to provide that fixed deposits 
with banks made after 28th 
February, 1978 will not qualify 
as an eligible mode of invest¬ 
ment for the purposes of this 
exemption. 

19. The proposed amend¬ 
ments will take effect from 1st 
April, 1978 and will according¬ 
ly apply in relation to the 
assessment year 1978-79 and 
subsequent years. 

(Clause 13(a)(i)(2) to 
(4) and (ii)) 
Tax concessions for promoting 


construction of houses, pnrti- 
cnlarly for persons in the low 
and middle income brackets. 

20. Initial depreciation allow 
ance in respect of residential 
houses for low-paid employees: 
Under an existing provision of 
the Income-tax Act, a tax¬ 
payer is entitled to a deduction 
on account of initial deprecia¬ 
tion allowance in respect of 
buildings newly erected by him 
which are solely used for the 
purposes of the residence of his 
low-paid employees or are 
mainly used for the welfare of 
such employees as hospitals, 
creches, canteens, etc. For the 
purposes of this provision, 
employees having incomes 
chargeable under the head 
''Salaries*’ up to Rs 10,000 are 
regarded as low-paid emp¬ 
loyees. The initial depreciatiop- 
allowance in respect of such 
buildings is allowed at the 
rate of 20 per cent of the actual 
cost thereof. It is proposed to 



STATE BANK OF PATIAU 

Head Office : 

THE MALL, PATIALA. 


a premier bank of northern India 
(Associate of State Bank of India, the largest bank of the country) 

HANDLES ALL TYPES OF BANKING BUSINESS 
b 

EXTENDS LIBERAL FACILITIES TO 
Aoriculture 

Small Scale Industries 
Small Business 
Medium and large Industries 
Foreign Exchange Business 
Transport Operators 
Farm Graduate and Technocrats 

We serve through a network of S!82 branchaa in Punjab, Haryana, 
Jammu A Kashmir, Uttar Pradesh, Himachal Pradesh, Raiaathan, 
Karnataka, Tamllnadu, Bengal, Andhra Pradesh and Unlan 
Territories of Chandigarh and Delhi. 

S. S. SAHNI 

Managing Director 




J 


SPBOAL BUDGBT NUMBBR 


537 


MARCH 17, 1978 



raise the rate of initial depre¬ 
ciation allowance in respect of 
such buildings from 20 per cent 
to 40 per cent. 

21. The amendment will take 
effect from 1st April, 1979 and 
will accordingly apply in rela¬ 
tion to the assessment year 
1979-80 and subsequent years. 

(Clause 5) 

22. Liberalisation of the *^tax 
holiday” for newly constructed 
residential units: At present, 
income from a newly construc¬ 
ted house property, the erec¬ 
tion of which is un after 1st 
April, 1961 but completed after 
31st March, 1970. which is let 
out on rent, is charged to tax 
on a concessional basis for an 
initial period of five years. 
During this period, the annual 
letting value of the house 
property is reduced by an 
amount up to Rs 1,200 in res- 
pect of each residential unit for 
a total period of five years 


from the date of completion of 
construction. With a view to 
encouraging the construction 
of houses, particularly for per¬ 
sons in the low and middle 
income brackets, it is proposed 
to raise the deduction in rela¬ 
tion to buildings the erection of 
which is completed after 31st 
March, 1978 from Rs I,2G0to 
Rs 2,400. 

23. The proposed amend¬ 
ment will take effect from 1st 
April, 1979 and will accord¬ 
ingly apply in relation to the 
assessment year 1979-80 and 
subsequent years. 

(Clause 4) 

Measure for placing a curb 
on certain expenses in busi¬ 
nesses and professions. 

24. Disallowance of a part 
of expenditure on advertise¬ 
ment, publicity and sales pro- 
motion; In order to place a 
curb on extravagant and so¬ 
cially wasteful expenditure on 


advertisement, publicity and 
sales promotion at the cost of 
the exchequer, it is proposed to 
make a provision for the dis¬ 
allowance of a part of such ex¬ 
penditure in the computation 
of taxable profits. The main 
features of the provision are 
indicated hereunder 

(a) The provision will apply 
only in relation to expenditure 
on advertisement, publicity and 
sales promotion In India. 

(b) Although the provision 
will apply to all categories of 
taxpayers carrying on any 
business or profession, no dis¬ 
allowance will be made in 
cases where the aggregate 
amount of such expenditure 
does not exceed Rs 20,000. 

(c) Where a taxpayer has 
set up an industrial undertak¬ 
ing for the manufacture or 
production of any articles, no 
disallowance will be made 
under this provision in res¬ 
pect of the expenditure incur¬ 
red by the taxpayer for the 
purposes of the business of 
such undertaking for a period 
of three accounting years, 
namely, the accounting year 
in which such undertaking 
begins to manufacture or pro¬ 
duce articles and the two 
accounting years immediately 
following that year. 

25. The amount to be dis¬ 
allowed in cases which fall 
within the purview of this 
provision will be calculated 
as under:—. 

(i) Where the aggregate ex¬ 
penditure on advertisement, 
publicity and sales promotion 
in India does not exceed 1/4 
per cent of the turnover or, 
as the case may be, gross re. 
Ccripts of the business or pro¬ 
fession—10 per cent, of the 
**adjusted expenditure”. 

(ii) Where such aggregate 
expenditure exceeds 1/4 pier 
cent but does not exceed i per 
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cent of the turnover or, as the 
case may be, gross receipts of 
the business or profession—12^ 
per cent of the “adjusted ex< 
penditure”. 

(iii) Where such aggregate 
expenditure exceeds 1/2 per 
cent, of the turnover or, as 
the case may be, gross receipts 
of the business or profession 
—15 per cent of the “adjusted 
expenditure”. 

The expression “adjusted 
expenditure” is being defined 
to mean the aggregate expendi¬ 
ture incurred by a taxpajer on 
advertisement, publicity and 
sales promotion in India, as 
reduced by so much of such 
expenditure as is not allowed 
under 37 (1) and section 37 (3) 
of the Income-tax Act. Under 
section 37(1) of the Income- 
tax Act, expenditure of a capi¬ 
tal nature, personal expendi¬ 
ture of the taxpayer and ex¬ 
penditure which is not laid 
out or expended wholly and 
exclusively for the purposes of 
the business or profession car* 
ried on by a taxpayer, is not 
allowed in computing the 
taxable profits. Section 37 (3) 
of the Income-tax Act read 
with rule 6B of the Income- 
tax Rules, 1962 places the 
following restrictions on the 
allowance of expenditure on 
advertisement: 

(a) A ceiling limit of Rs 50 
is placed on the value of each 
article intended for presenta¬ 
tion. 

(b) In respect of expendi¬ 
ture in foreign exchange for 
publicity outside India, the 
deduction is limited to the 
amount for which foreign ex¬ 
change permission is granted. 

(c) Any single payment ex¬ 
ceeding Rs 2,500 in respect of 
expenditure en advertisement is 
not allowed as a deduction 
unless it is made by a crossed 
cheque or crossed bank draft. 

(d) The Income-tax Officer 
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: is empowered to disallow ex¬ 
penditure which, in his opinion, 
is excessive or unreasonable 
having regard to the legitimate 
business needs of the assessee 
and the benefit derived by him 
and accuringto him therefrom. 
The disallowance can be made 
by the Income-tax OflScer only 
if the payment is made-- 

(i) to a person who has a 
substantial interest in the busi¬ 
ness of the assessee or a rela¬ 
tive of such person; or 

(ii) to a person who carries 
on business or profession as a 
publicity or advertising agent 
and the assessee has a substan¬ 
tial interest in that business 
or profession. 

The existing provisions will 
continue to apply in relation to 
such expenditure and the per¬ 
centages of disallowance spe¬ 
cified above will operate only 
in relation to the expenditure 
which remains to be allowed 
after the application of the 
aforesaid provisions. 

26. The proposed amend- 
ment will take effect from 1st 
April, 1979 and will accordingly 
apply in relation to the asses¬ 
sment year 1979-80 and subse¬ 
quent years. 

(Clause 8) 

Other Amendment 

27. Discontinuance of ex¬ 
port markets development al¬ 
lowance : Under section 35B 
of the Income-tax Act, domes¬ 
tic companies and non-corpo¬ 
rate taxpayers resident in India 
are entitled to a weighted de¬ 
duction with reference to the 
amount of expenditure incur¬ 
red by them on development 
of export markets. In the 
case of widely-held domestic 
companies, the deduction is 
allowed at the rate of one and 
one-half times the amount of 
such expenditure. In the case 
of other taxpayers, including 
closely-held companies, the 
deduction is allowed at the 


rate of one and one-third times 
the amount of such expendi¬ 
ture. The weighted deduction 
under this provision is allow¬ 
ed with reference to expendi¬ 
ture on the following activities: 

(i) Advertisement or publi¬ 
city outside India in respect of 
the goods, services or facilities 
dealt in or provided by the 
taxpayer in the course of his 
business. 

(ii) Obtaining information 
regarding markets outside 
India for such goods, services 
or facilities. 

(iii) Distribution, supply 
or provision outside India of 
such goods services or facili¬ 
ties. [Expenditure incurred 
in India in connection with 
these activities or expendi¬ 
ture (wherever incurred) on 
the carriage of such goods to 
their destination outside India 
or on the insurance of such 
goods while in? transit is not 
taken into account for deter¬ 
mining the qualifying amount 
of expenditure under this cate¬ 
gory. Expenditure incurred by 
a taxpayer engaged in the 
business operating any ship, 
aircraft, etc., or the carriage 
of or making arrangements 
for the carriage of, passen¬ 
gers, livestock, mail or goods, 
or in relation to such opera¬ 
tions, carriage or arrange¬ 
ments is not regarded as 
expenditure incurred by the 
taxpayer on the supply outside 
India of services or facilities 
for the purposes of this pro¬ 
vision.] 

(iv) Maintenance outside 
India of a branch, office or 
agency for the promotion of 
the sale outside India of such 
goods, services or facilities. 

(v) Preparation and submis¬ 
sion of tenders for the supply 
or provision outside India of 
such goods, services or facili- 
ties and activities incidential 
thereto. 

(vi) Furnishing to a person 


outside India samples or tech¬ 
nical information for the pro¬ 
motion of the sale outside 
India of such goods, services 
or facilities. 

(vii) Travelling outside India 
for the promotion of the sale 
outside India of such goods, 
services or facilities, including 
travelling outward from and 
return to India. 

(viii) Performance of servi¬ 
ces outside India in connec¬ 
tion with or incidental to the 
execution of any contract for 
the supply outside India of 
such goods, services or facili¬ 
ties. 

(ix) Such other activities for 
the promotion of the sale out¬ 
side India of such goods, ser¬ 
vices or facilities as may be 
prescribed. 

28. Although the deduction 
of the full expenditure incurred 
by a taxpayer for develop¬ 
ment of export markets is 
justifiable, there is not ade¬ 


quate justification now toconti- 
nue to subsidise such expendi¬ 
ture by the grant of weighted 
deduction. Hence, while ex¬ 
penditure incurred on deve¬ 
lopment of export markets 
will be deducted in full (sub¬ 
ject to and in accordance with 
the existing provisions of the 
Income-tax Act), it is proposed 
to discontinue the grant of 
weighted deduction in relation 
to such expenditure incurred 
after 31st March, 1978. 

29. The proposed amend¬ 
ment will take effect from 1st 
April, 1978. 

(Clause 6) 

30. Deduction in respect of 
payments to associations and 
institutions for carrying out 
rural development programmes: 
With a view to encouraging 
companies and co operative 
societies to involve themselves 
in the work of rural welfare 
and uplift, the Finance (No. 2) 
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Act, ]977 had introduced a 
new section 35CC in the 
Income-tax Act under which 
companies and co-operative 
societies are entitled to a de¬ 
duction in the computation of 
their taxable proGts of the 
expenditure incurred by them 
on any programme of rural 
development. A number of 
companies have come forward 
in response to this concession 
to undertake rural develop¬ 
ment programmes. A number 
of others have, however, rep¬ 
resented that it would be more 
convenient if they are allowed 
to participate in this laudable 
task by associating themselves 
with and contributing to 
voluntary agencies which are 
doing very good work in this 
direction. 

31. It is, therefore, proposed 
to provide that sums paid by 
any taxpayer carrying on 
business or profession to any 
association or institution which 
has as its object the under¬ 
taking of programmes of rural 
development will be allowed 
as a deduction in computing 
the taxable proGts where such 
sums are to be used for carry¬ 
ing out a programme of rural 
development. The deduction 
under this provision will not 
be allowed unless the associa¬ 
tion or institution, as also the 
programme of rural develop¬ 
ment for which such sums are 
paid, have been approved by 
the “prescribed authority'* to 
be notified by the Central 
Board of Direct Taxes. The 
prescribed authority will not 
approve an association or 
institution for this purpose for 
more than three years at a 
time. It is proposed to notify 
the Inter-Ministerial Commit¬ 
tee, headed by the Secretary 
(Agriculture), which has been 
notiGed as the “prescribed 
authority” for the purposes of 
section 35CC of the Income- 
tax Act as the prescribed autho¬ 


rity for the purposes of this 
provision. 

32. The proposed provision 
will take effect from 1st June, 
1978, and will accordingly 
apply in relation to the assess¬ 
ment year 1979-80 and subse- 
quent years. 

(Clause 7) 

33. Eaemptioa from tax of 
co-operative societies engaged 
in supplying milk: ProGts deriv. 
ed by a primary co-operative 
society from the supply of 
milk raised by its members 
to a federal milk co-operative 
society are exempt from income 
tax. It is proposed to extend 
the scope of the existing ex¬ 
emption to primary co-opera¬ 
tive societies which are engag¬ 
ed in the supply of milk rais¬ 
ed by their members to (i) the 
government or a local autho¬ 
rity; or (ii) a government com¬ 
pany as deGned in section 617 
of the Companies Act, 
1956 or a statutory corpo¬ 
ration, where such company 
or corporation is engaged in 
supplying milk to the public. 

34. The proposed amend¬ 
ment will take effect from 1st 
April, 1979 and will accord¬ 
ingly apply in relation to the 
assessment year 1979-80 and 
subsequent years. 

(Clause 18) 

35. Modification of the provi¬ 
sion relating to carry forward 
and set off of accumulated loss 
and unabsorbed depreciation 
allowance in certain cases of 
amalgamation—The Finance 
(No 2) Act, 1977 had introduc¬ 
ed a new section 72A in the 
Income-tax Act relaxing the 
provisions relating to carry 
forward and set off of accumu¬ 
lated loss and unabsorbed 
depreciation allowance in 
certain cases of amalgamation. 
These provisions apply in cases 


where there has been an amal¬ 
gamation of a company own¬ 
ing an industrial undertaking 
or a ship with another company 
and the central government, on 
the recommendation of the 
^‘specified authority”, is satisfi¬ 
ed that the amalgamation is in 
the public interest and that 
certain conditions laid down in 
the law in this behalf are ful¬ 
filled. Where the central 
government is so satisfied it 
may make a declaration to that 
effect and thereupon, notwith¬ 
standing anything contained in 
any other provision of the 
Income-tax Act, the accumu¬ 
lated loss and unabsorbed 
depreciation of the amalgamat¬ 
ed company is deemed to be 
the loss or, as the case may be, 
depreciation allowance, of the 
amalgamated company, for the 
previous year in which the 
amalgamation is effected and 
can be carried forward and set 
off by it accordingly. The 
central government has notifi¬ 
ed an inter-ministerial com¬ 
mittee consisting of the follow, 
ing ofilcers as the '^specified 
authority” for the purposes of 
this provision: 

(i) Secretary, Department of 
Industrial Development, Minis- 
try of Industry, Government of 
India (Chairman) 

(ii) Secretary, Department of 
Company Affairs, Ministry of 
Law, Justice & Company 
Affairs, Government of India 
(Member) 

(iii) Secretary, Ministry of 
Labour, Government of India 
(Member) 

(iv) Secretary, Department of 
Economic Affairs, Ministry of 
Finance, Government of India 
(Member) 

(v) Chairman, Central Board 
of Direct Taxes, Department of 
Revenue, Ministry of Finance, 


Oovemment of India 
(Member). 

36. Under the existing provi¬ 
sion, the “specified authority” 
can make a recommendation to 
the central government under 
section 72A only after the com¬ 
pany which has accumulated 
loss and imabsorbed deprecia* 
tion has amalgamated with the 
other company. It is, however, 
only fair that the companies 
proposing to amalgamate 
should be in a position to 
know in advance whether, in 
the event of the proposed amal- 
gamation being effected, they 
would be entitled to the tax 
benefit under section 72A. It is, 
therefore, proposed to make a 
specific provision in the Income- 
tax Act to enable such compa¬ 
nies to obtain an “advance 
ruling” in this regard from tht 
specified authority. Under the 
proposed provision, where a 
company owning an industrial 
undertaking or a ship is pro¬ 
posed to be amalgamated with 
any other company, such other 
company may submit the pro¬ 
posed scheme of amalgamation 
to the specified authority. The 
specified authority would then 
examine the scheme and take 
into account all relevant facts 
to satisfy itself whether the 
conditions referred to in section 
72A would be fulfilled if such 
amalgamation is effected in 
accordance with such scheme. 
The specified authority is also 
being authorised to indicate 
such modifications in the pro¬ 
posed scheme of amalgamation 
as it considers necessary. 
Where, after examining the 
scheme and taking into account 
all relevant facts, the specified 
authority is satisfied that the 
conditions referred to in section 
72A will be fulfilled if such 
amalgamation is effected in 
accordance with such scheme 
(or in accordance with such 
scheme as modified in the 
manner indicated by it), the 
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said authority would intimate 
to the company which has sub¬ 
mitted the scheme of amalga¬ 
mation that, after the amalga¬ 
mation is so efiTected, it would 
make (unless there is any 
material change in the relevant 
facts) a recommendation to the 
central government under sec¬ 
tion 72A of the Income-tax 
Act. 

37. The proposed provision 
will take effect from April 1, 
1978. 

(Clause 14) 

38. Discontinuance of the 
provision denying certain deduc¬ 
tions in computing taxable 
income of certain Hindu un¬ 
divided famllies--The Finance 
Act, 1976 had withdrawn the 
following concessions in the 
case of Hindu undivided fami¬ 
lies having at least one member 
with independent income ex¬ 
ceeding the exemption limit: 

(i) Deduction in rcsj^ct of 
donations to certain funds, 
charitable institutions, etc. 

(Section 80G) 

(ii) Deduction in respect of 
rents paid for residential accom¬ 
modation in excess of 10 per 
cent of the ta.\able income. 

(Section 80GG) 

(iii) Tax concession in respect 
of industrial undertakings 
established in backward areas. 

(Section 80HH) 

(iv) Tax holiday profits of 
new industrial undertakings. 

(Section 80J) 

(v) Exemption from income- 
tax of income by way of divi¬ 
dends, interest on securities, 
interest on bank deposits, etc 
up to a maximum of Rs 3,000. 

(Section SOL) 

(vi) Deduction in respect of 
profits and gains from the busi¬ 
ness of publication of books. 

(Section 80QQ) 

These concessions were with¬ 


drawn in the case of such 
Hindu undivided families with 
a view to curbing the use of 
the medium of Hindu undivided 
family for tax avoidance. 

39. Hindu undivided families 
having one or more members 
with independent income ex¬ 
ceeding the exemption limit are 
charged to tax under a separate 
rate schedule. Under this rate 
schedule, the rate of tax appli¬ 
cable on the various slabs of 
taxable income is the same as 
the rate of tax applicable to the 
next higher slab in the case of 
individuals, as also Hindu un¬ 
divided families having no 
member with independent tax¬ 
able income. A separate rate 
schedule of wealth-tax has 
similarly been prescribed in the 
case of Hindu undivided fami¬ 
lies having one or more mem¬ 
bers with independent net 
wealth exceedpig the exemption 
limit. The denial of the tax 
concessions enumerated in the 
preceding paragraph to Hindu 
undivided families having one 
or more members with indepen¬ 
dent taxable income does not 
have adequate justification, 
particularly in the context of 
the position that such Hindu 
undivided families are already 
being charged to tax at higher 
rates than those applicable to 
individuals and other Hindu 
undivided families. It is there¬ 
fore, proposed to delete the 
relevant provision which denies 
these concessions to such 
Hindu undivided families and 
restore the position as it obtain¬ 
ed prior to the amendment 
made by the Finance Act, 1976. 

40. The proposed amend¬ 
ment will take effect from April 
1, 1979 and will accordingly 
apply in relation to the assess¬ 
ment year 1979-80 and subse¬ 
quent years. 

(Clause 15) 

41. Relaxation of the test of 
^'residence’* In India in the case 


of Indian citizens employed out¬ 
side India-— An individual is 
said to be resident in India in 
any “previous year”, if— 

(a) he is in India in that year 
for a period or periods amount¬ 
ing in all to 182 days or more; 
or 

(b) he maintains or causes 
to be maintained for him a 
dwelling place in India for a 
period or periods amounting in 
all to 182 or more in that 
year; or 

(c) having within the four 
years preceding that year been 
in India for a period or periods 
amounting in all to 365 days or 
more, he is in India for a period 
or periods amounting in all to 
sixty days or more in that year. 
An individual who is resident in 
India in nine out of the ten 
“previous year” preceding the 
relevant “previous year” and 
who has during the seven 
previous years preceding that 
year, been in India for an 


aggregate period of 730 days or 
more is regarded as ordinarily 
resident in India. A person who 
is ordinarily resident in India is 
chargeable to Indian income- 
tax in respect of his world 
income. 

42. The effect of the provi¬ 
sions referred to in the preced¬ 
ing paragraph is that the 
foreign remuneration received 
by an Indian citizen employed 
outside India is liable to be 
charged to Indian income-tax 
if, by reason of his stay in India 
on leave or vacation exceeding 
the specified period, he is treat¬ 
ed as resident and ordinarily 
resident in the relevant year. 
The taxation of tiie foreign 
remuneration in such cases 
results' in avoidable hardship 
and even discourages Indian 
citizens employed outside India 
from spending their full leave 
or vacation in their home 
country. 

43. In order to remove the 
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hardship arising from the 
operation of the existing pro¬ 
visions in such cases, it is pro- 
ppsed to provide that, in the 
case of Indian citizens who are 
rendering service outside India 
and who come to India in any 
‘‘previous year” on leave or 
vacation, the period of “thirty 
days" and “^ixty days” respec¬ 
tively referred to in (b) and (c) 
of paragraph 41 above, would 
stand extended to ninety days. 
The effect of this relaxation 
will be that Indian citizens 
• employed outside India would 
be able to stay on leave or 
vacation in their home country 
for eighty-nine days in a 
‘‘previousyear” without becom¬ 
ing “resident in India” that 
year. This relaxation will be 
available only in cases where 
the service of the Indian citizen 
outside India has been spon¬ 
sored by the central govern¬ 
ment or the terms and condi¬ 
tions of such service have been 


approved by the central govern¬ 
ment or the prescribed autho¬ 
rity to be notified in this behalf 
by the central board of direct 
taxes. 

44. The proposed provision 
will take effect from April 1, 
1979 and will accordingly apply 
in relation to the assessment 
year 1979-80 and subsequent 
years. 

(Clause 3) 

45. Amendments to the pro¬ 
visions relatiog to capital gains 

—Under the existing provisions 
of the Income-tax Act, capital 
gain arising from the transfer 
of a capital asset is charged to 
tax in the “previous year” in 
which the asset is transferred. 
The capita] gain is computed 
by deducting from the consi¬ 
deration received or accruing 
as a result of the transfer (i) the 
cost of acquisition of the asset 
as increased by the improve¬ 
ments thereto; and (ii) the 


expenditure incurred in connec¬ 
tion with the transfer; The 
terra “transfer”, in relation to 
a capital asset, has been defined 
to include the compulsory 
acquisition thereof under any 
law. 

46. The existing provisions 
in the Income-tax Act relating. 
to computation of capital gain 
give rise to certain difficulties 
in cases where the taxpayer 
does not accept the compensa¬ 
tion awarded by the govern¬ 
ment for the compulsory acqui¬ 
sition of his capita] asset but 
initiates appropriate legal pro- 
ceedings claiming higher com¬ 
pensation. Strictly according 
to law, the capital gain in such 
cases has to be computed with 
reference to the compensation 
awarded by the government. 
The assessment made on this 
basis can be revised within four 
years from the end of the rele¬ 
vant assessment year if addi¬ 
tional compensation is later 
awarded to the taxpayer. Very 
often, however, the claim for 
additional compensation gets 
finally settled after many years 
when the statutory period of 
limitation for revising the origi¬ 
nal computation of capital gain 
would have expired. 

47. Apart from loss of 
revenue in such cases, the exist¬ 
ing provisions also result in 
some hardship in the case of 
taxpayers who claim higher 
compensation. This is because 
such taxpayers may not be able 
to fully avail of the provisions 
contained in the Income-tax 
Act for exemption of capital 
gains in cases where the gain 
or, as the case may be, the 
consideration received or accru¬ 
ing as a result of such transfer 
is invested within the specified 
period in acquiring new assets. 
These provisions are briefly 
indicated hereunder: 

(a) Capital gains arising from 
the transfer of a house used for 
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personal residence are. exempt 
from tax to the extent that 
such gains are utilised by the 
taxpayer, within a period of 
two years from the date of the 
transfer, for constructing an¬ 
other house for purposes of 
personal residence. Where the 
taxpayer, instead of construct¬ 
ing a new house, purchases an 
existing house for personal 
residence, the specified period 
of investment is one year before 
or after the date of the transfer, 
(vide section 54 of the Income- 
tax Act) 

(b) Capita] gains arising from 
the transfer of agricultural land 
are exempt from tax to the ex¬ 
tent that such gains are utilised 
by the taxpayer within a period 
of two years for purchasing 
new agricultural land, (vide 
section 54B) 

(c) Capital gains arising on 
compulsory acquisition of any 
land or building forming part 
of an industrial undertaking 
are exempt from tax to the 
extent that such gains are 
utilised, wiihin three years from 
the date of compulsory acquisi¬ 
tion, for the purchase of any 
other land or building or con¬ 
structing any other building for 
the purposes of shifting or re¬ 
establishing the industrial 
undertaking or setting up 
another industrial undertaking, 
(vide section 54D) 

(d) Capital gains arising 
from the transfer of any long¬ 
term capital asset are exempt 
from tax to the extent that the 
sale proceeds received or acc¬ 
ruing as a result of the transfer 
aro invested or deposited in 
specified financial assets within 
a period of six months after 
the date of the transfer, (vide 
section 54E) 

As the additional compensa¬ 
tion claimed by the taxpayer 
would, in the generality of 
cases, be received after the ex¬ 
piry of the period specified in 
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tho aforesaid provisions for 
making the necessary invest¬ 
ment, taxpayers may find it 
difficult to avail of these con¬ 
cessions, particularly in cases 
where the additional compensa¬ 
tion is quite substantial, 

48. The existing provisions 
in the Income-tax Act also 
give rise to some difficulty in 
cases where the consideration 
for the transfer of a capital 
asset is determined or approv¬ 
ed by the central government 
or the Reserve Bank of India 
and the adequacy of the con¬ 
sideration so determined or 
approved is questioned by 
the taxpayer. In such cases, 
the taxpayer will not be 
able to avail of the tax con¬ 
cession under section S4B in 
cases where the additional con¬ 
sideration is received by him 
six months after the date of the 
transfer. 

49. In order to get over 
these difficulties, it is proposed 
to make provisions on the fol¬ 
lowing lines in the Income-tax 
Act:— 

(a) The Income-tax Officer 
is being empowered to recom¬ 
pute the capital gains with 
reference to the enhanced 
amount of compensation in 
cases where the compensation 
awarded for the compulsory 
acquisition of a capital asset is 
subsequently enhanced by any 
court, tribunal or other autho¬ 
rity. In such cases, the earlier 
computation of capital gains 
will be deemed to have been 
wrongly made and the Income- 
tax Officer will be authorised 
to amend the relevant assess¬ 
ment order. For this purpose, 
the period of four years speci¬ 
fied in the Income-tax Act for 
amending an order will be re¬ 
ckoned from the end of the 
“previous year” in which the 
additional compensation is re¬ 
ceived by the taxpayer. These 
provisions will ^so apply in 


oases where the consideration 
for the transfer of a capital 
asSet as determined or approv¬ 
ed by the central government 
or the Reserve Bank of India is 
subsequently enhanced by any 
court, tribunal or other 
authority. (At present, capital 


gain in suoh cases can be com¬ 
puted with refbrence to the 
higher consideration claimed 
by the taxpayer. In consequ¬ 
ence of the proposed changes, 
the provision in section 52(2) 
of the Income-tax Act which 
enables the Income-tax Officer 


to compute the capital gains 
in such cases with reference to 
the higher consideration 
claimed by the taxpayer is 
being modified as it is no 
longer necessary). 

(b) The sections referred to 
in paragraph 47 above, are 
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being amended to secure that 
taxpayers get an opportunity 
to avail of the tax exemption 
provided thereunder in relation 
Co the capital gain attributable 
to the additional compensation 
awarded by any court, tribunal 
or other authority. The speci- 
fied period for making the 
qualifying investment for pur- 
poses of exemption in relation 
to the capital gain attributable 
to the additional compensation 
will, in such cases, be deter¬ 
mined with reference to the 
date of receipt of the addition¬ 
al compensation by the tax¬ 
payer. In relation to the ex¬ 
emption provided under sec¬ 
tion 54E, these provisions will 
also apply in relation to cases 
where the compensation deter¬ 
mined or approved by the 
central government or the 
Reserve Bank of India is sub¬ 
sequently enhanced by any 
court, tribunal or other autho¬ 
rity and the taxpayer makes 


an mvestmii^ in the assets 
specified in that section. 

(c) As the regular assess^ 
ment for the relevant year in 
which the capital asset was 
compulsorily acquired would 
have been completed in many 
cases before the qualifying in¬ 
vestment attributable to the 
additional compensation is 
made by the Taxpayer, specific 
provisions arc being made to 
secure that Income tax Officers 
amend the relevant assessment 
order so as to exempt the re¬ 
levant amount of capital gain 
in cases where the taxpayer has 
made the qualifying investment 
within the specified period. 

50. These provisions (except 
the provision relating to ex¬ 
emption under section S4E) 
will take effect retrospectively 
from 1 St April, 1974 and will 
accordingly apply in relation 
to the assessment year 1974-73 
and subsequent years. The 


provision relating to eamption 
under section S4B wiH take 
efibet from Ist April 1978, i.e.. 
the date on which the said 
section is to come into force. 

(Clauses 9 to 12 and Clauses 
13(aX0(O and (b) and 19) 

51. Deduction of tux ut 
source from income by way of 
winnings from horse races-* 
The Bill seeks to make a pro¬ 
vision in the Income-tax Act 
to provide that income-tax will 
be deducted at source from any 
income by way of winnings 
from horse races at such rates 
as may be prescribed in the 
annual Finance Act. Deduc¬ 
tion of tax at source will be 
made only in cases where the 
income by way of winnings 
from horse races to be paid to 
a person exceeds Rs 2,500. 
The obligation to deduct tax 
at source will apply only where 
such winnings are paid by a 
bookmaker or a person to 


lower rate; credit for tax de¬ 
ducted; consequences of failure 
to deduct, will apply in rela¬ 
tion to the provisions for de¬ 
duction of tax at source from 
income by way of horse race 
winnings as they apply in re¬ 
lation to deduction of tax at 
source from other categories of 
income. 

52. These provisions will 
take effect from 1st April, 1978. 
It has, however, been specifi¬ 
cally provided that deduction 
of tax at source will not be 
made from income by way of 
winnings from horse races in 
cases where the payment is 
made before 1st June, 1978. 

(Clauses 21 and 32) 

53. Exemption of interest on 
National Development Bonds 
from deduction of income-tax 
at source—With a view to 
channelling savings of workers 
and other employees into the 
national developmental effort. 
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whom a licence has been government had last year issued 
granted by the government the National Development 
under any law for the time Bonds. In order to avoid hard- 



being in force for horse racing 
in any race course or for ar¬ 
ranging for wagering or betting 
in any race course. The Bill 
seeks to provide for (he deduc¬ 
tion of tax at source from such 
winnings at the rate of 34.5 
per cent (income-tax 30 per 
cent plus surcharge 4.5 per 
cent) in the case of resident 
non-corporate taxpayers. In 
the case of non-resident non¬ 
corporate taxpayers, tax will 
be deductible on the same 
basis as is currently applicable 
to income other than interest 
payable on a tax-free security, 
i.e., at the rate of 34.5 per 
cent or the higher appropriate 
rate applicable to the winnings 
from horse races if such win¬ 
nings were the total income of 
the taxpayer. The other pro- 
visions of the Income -tax Act 
relating to matters such as 
certificate for deduction at 


ship to industrial workers and 
other employees in the lower 
income brackets from deduc¬ 
tion of tax at source from the 
interest payable on these Bonds, 
it is proposed to exempt such 
interest from the requirement 
of deduction of income-tax at 
source. 

54. The proposed provision 
will take effect from 1st April, 
1978. 

(Clause 20) 

Amendment of the provisions 
relating to payment of advance 
tax. 

55. Advance tax is required 
to be paid during every finan¬ 
cial year in three equal instal¬ 
ments on speciGed dates on the 
taxpayer’s current income 
(other than capital gains and 
certain categories of casual and 
non-recurring incomes, such 
as, winnings from lotteries. 


BASTERN BCONOMtST 


544 


MARCH 17, 1^78 




f 


etc.) liable to tax for the assess- 
mcQt year next following the 
financial year. The advance 
tax is payable only where the 
income subject to advance tax 
exceeds the limits specified 
below:— 

(a) In the case of a company 
or a local authority Rs 2,500 

(b) In the case of a registered 

firm Rs 30,000 

(c) In any other case 

Rs 10,000 

56. In the case of a person 
who has already been assessed 
to income-tax, advance tax is 
required to be paid only on 
the receipt of a notice of de¬ 
mand issued by the Income- 
tax Officer. The advance tax 
payable is computed with refe¬ 
rence to the last assessed in¬ 
come of the taxpayer or the 
returned income of a later year, 
if such income is higher than 
the last assessed income. A 
person who has not been asses¬ 
sed to lax is required to pay 
advance tax voluntarily with 
reference to his current income 
as estimated by him. 

57. A taxpayer who is requir¬ 
ed to pay advance tax on the 
basis of his last assessed income 
has the option to pay a lower 
amount of advance tax if his 
current income, according to 
his own estimate, would be 
lower than the income on 
which advance tax has been 
demanded from him. Conver¬ 
sely, it is obligatory on a per¬ 
son to pay advance tax on his 
own estimate if the advance tax 
computed on his current in¬ 
come (i.e,, income liable to 
tax for the assessment year next 
following the relevant financial 
year) exceeds the amount of 
advance tax demanded from 
him by more than 33-1/3 per 
cent of the latter. 

58. If new taxpayers who 
may not be familiar with the 
income-tax law are called upon 


to pay advance tax voluntarily, 
it is only appropriate that tax¬ 
payers who are being regularly 
assessed to income-tax should 
also be required to pay advance 
tax on a voluntary basis. The 
existing legal position is also 
unsatisfactory because in cases 
where an advance tax notice is 
not issued to a taxpayer who 
is being regularly assessed to 
income-tax, he will have no 
liability to pay any advance 
tax. The issue of advance tax 
notices in a very large number 
of cases early in the financial 
year also involves considerable 
labour and time. 

59. It is, therefore, proposed 
to modify the existing provi- 
sions so that every person, ir¬ 
respective of whether he has 
been assessed to income-tax or 
not, is required to pay advance 
tax on a voluntary basis, if his 
current income for the rele¬ 
vant year is 'likely to exceed 
the limit specified in paragraph 
55 above. The main features 
of the new scheme for payment 
of advance tax are briefly indi¬ 
cated hereunder:— 

(a) A taxpayer who has been 
previously assessed by way of 
regular assessment under the 
Income-tax Act will be requir¬ 
ed to send a statement of ad¬ 
vance tax payable by him to 
the Income-tax Officer. The 
advance tax payable in such 
cases will have to be computed 
with reference to the last asses¬ 
sed income df the taxpayer or 
the income returned by him 
for a later year, if such return¬ 
ed income is higher. However, 
the taxpayer will have the 
option to pay a lower amount 
of advance tax if his current 
income, according to his own 
estimate, would be lower. In 
such cases, the taxpayer may, 
instead of sending a statement, 
send an estimate in lieu of 
such statement, estimating the 
advance tax payable by him. 


A taxpayer who has not pre¬ 
viously been assessed by way 
of regular assessment will have 
to send, as at present, an esti¬ 
mate of the advance tax pay¬ 
able by him with reference to 
his current income. 

(b) The statement or, as the 
case may be, the estimate of 
advance tax referred to in (a) 
above will have to be sent to 
the Income-tax Ofliccr before 
the date on which the first in¬ 
stalment of advance tax is due 
in the case of the taxpayer. 

(c) A taxpayer will have the 
option to revise the statement 
or estimate of advance tax 
sent by him if his current in¬ 
come, according to his own 
estimate, would be lower than 
that shown in the statement or 
estimate or for any other rea¬ 
son the advance tax payable by 
him would be lower than that 
shown in the statement or esti¬ 


mate. Conversely, it will be \ 
obligatory on a person to pay 
a higher amount of advance 
tax if the advance tax comput¬ 
ed on liis estimated current 
income exceeds the amount of 
advance tax payable according 
to the statement or estimate by 
more than 33-1/3 percent of 
the latter. 

(d) Although every person 
will be required to pay advance 
lax voluntarily, the Income-tax 
Officer will continue to have 
the power to issue a notice for 
payment of advance tax in indi¬ 
vidual cases. 

(e) The provisions contained 
in Chapter XVIf-C of the 
Jncomc-tax Act relating to ins¬ 
talments of advance tax; inte¬ 
rest payable by taxpayers in¬ 
cluding interest payable in cases 
of under-estimate; penalty for 
non-payment of advance tax; 
penalty for false estimate of 


BCS MEnU IN ME1MLIIR8Y 
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Roaster Compiox of tha Zinc Smelter of Hindustan Zinc Limited at Vishakhepetn 
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Building Great Projects 
Around the World 


V/O'Prommashexport' undertakes the construction or reconstruction of factories through 
ail stages including survey and design work, supply of complete plant and materials, 
technical assistance in construction, erection, alignment and commissioning of 
equipment, as well as training of foreign technicians. 

V'O'Trommashexport" has already participated in construction and outfitting of 

about 500 Projects in over 30 countries round the world. The projects include; jk 

• Machine-building, machine-tool manufacturing and 
tool-making plants 

^ Foundries and metal-working plants 
^ Plants for making electrical and electronic 
components and units 

^ Film studios, movie houses. Radio Cr T.V. jdSXgSSp 

stations and other comrnunication facilities 

• Instrument €r watch making plants 

• Food processing plants Br 

V ’0"Prommashexport"has played a vital role 
in developing heavy engineering projects 
in India Among these projects are : 

• Heavy Electricals plant in j 
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advance tax, etc, will, mutatis 
matandis apply to the new i»o- 
visions. 

60. The proposed provisions 
will take effect from 1st June, 
1978 and will accordingly apply 
in relation to advance tax pay¬ 
able during the financial year 
1978-79 and subsequent years. 

(Clauses 22 to 31) 

V. Proposed Amendment 
to the Interest-Tax Act, 
1974 

61. The Interest-tax Act, 
1974 provides for the levy of a 
tax at the rate,of seven per cent 
on the gross amount of interest 
received by scheduled banks 
on loans and advances made 
in India. Banks were expected 
to adju.st their functioning to 
this tax and reimburse them¬ 
selves to the extent necessary 
by making proper adjustments 
in the interest rales charged 
by them from their borrowers. 
The interest-tax has, therefore, 
had the effect of increasing, on 
an average, the cost of borrow¬ 
ings from scheduled banks by 
about one per cent. 

62. As a step towards re¬ 
alignment of intere.st rates, it 
is proposed to discontinue the 
levy of interest-tax in relation 
to interest accruing or arising 
to scheduled banks after 28th 
February, 1978. 

63. The proposed amend¬ 
ment will take effect from 1st 
April, 1978. 

(Clause 33) 

Vi. Propotad Amend* 
ments to the Compulsory 
Deposit Scheme (Income* 

Tax Payers) Act, 1974 

64. Under the Compulsory 
Deposit Scheme (Income-tax 
Payers) Act, 1974, individuals 
who are citizens of India, 
Hindu undivided families and 
trustees of discretionary trusts 

srECIAL BUDGET NUMBER 


are required to make compul¬ 
sory deposits if their “currrat 
income” exceeds Rs 15,000. In 
order to mobilise additional 
resources in the form of sav¬ 
ings, it is proposed to raise the 
rates of compulsory deposit. 
At present, the rate of compul¬ 
sory deposit on the initial slab 
Rs 25,000 of current income is 
four per cent; on the slab of 
Rs 25.001—Rs 70,000, 10 per 
cent; and on the slab over 
Rs 70,000 12 per cent. It is 
proposed to raise the rate of 
compulsory deposit on the 
initial slab of Rs 25,000 from 
four per cent, to 4^ percent. The 


existing slab of Rs 25,001— 
70,000 is being split into two. 
While the rate on the new slab 
of Rs 25,001—35,000 will be 
11 per cent, the rate on the 
next slab of Rs 35,001—70,000 
will be \2i percent. On the 
slab over Rs 70,000, the rate is 
being raised from 12 per cent 
to 15 per cent. 

65. These modifications will 
apply in relation to compulsory 
deposits for the assessment 
year 1979-80 required to be 
made during the financial year 
1978-79. 

(Clause 40) 


Customs 


The proposals include:— 

(a) increase in the import 
duty (basic plus auxiliary) on 
polyester filament yarn from 
120 per cent ad Talorem to 200 
per cent ad valorem. 

The additional revenue esti¬ 
mated is Rs 640 lakhs in a 
year. 

(b) reduction in the import 
duty (basic and auxiliary) on 

(i) certain items of machinery 
for leather and garment indus¬ 
try, 

(ii) certain items of machi¬ 
nery for oil exploration, and 

(iii) certain machine tools, 
testing machines and instru¬ 
ments, 

from the existing rates to 2S 
per cent ad valorem. 

The loss of revenue is esti¬ 
mated to be Rs 900 lakhs in a 
year. 

(c) reduction in the import 
duty (basic, auxiliary and 
additional) on condenser tissue 
paper and electrical insulation 
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paper from 186 per cent ad 
valorem to 75 per cent ad 
valorem. 

The loss in revenue is esti¬ 
mated at Rs 285 lakhs in a 
year. 

(d) reduction in the import 
duty (basic, auxiliary and ad¬ 
ditional) on polypropylene film 
for the manufacture of electri¬ 
cal capacitors from 230 per 
cent ad valorem to 75 per cent 
ad valorem. 

The loss in revenue is esti¬ 
mated at Rs 93 lakhs. 

(e) reduction in the import 
duty on certain electronic com¬ 
ponents from varying rales to 
45 per cent ad valorem. 

The loss in revenue is esti¬ 
mated at Rs 16 lakhs. 

(f) reduction in the import 
duty (basic plus auxiliary) on 
certain cinematographic labo¬ 
ratory equipments from 120 
per cent ad valorem to 40 per 
cent ad valorem. 

The loss of revenue is esti¬ 
mated to be Rs 30 lakhs. 


(g) reduction in the addition¬ 
al (countervailing) duty on ex¬ 
posed block and white cine¬ 
matograph dims fromRs 12,000 
per print to Rs 7,750 per print 
and on colour cinematograph 
films from Rs 18,000 per print 
t Rs 13,000 per print in respect 
of films upto 4,000 metres in 
length. The rates of duty on 
films of longer length will be 
twenty-five per cent higher. 

The loss in revenue is Rs 12 
lakhs in a year. 

2(a) Addilional revenue of 
Rs 230 lakhs in a year is 
estimated from additional 
(countervailing) duties con¬ 
sequent to the changes in ex¬ 
cise duly in respect of petro¬ 
leum products. 

(b) Additional revenue of 
Rs 1500 lakhs in a year is esti¬ 
mated from additional (coun¬ 
tervailing) duties on imported 
goods consequent to the levy 
of a Special Excise Duty on 
indigenous goods. 

3. The auxiliary duties of 
customs are proposed to be 
continued for one more year 
at the existing rates. 

4. The net effect of the pro¬ 
posals in a year is as shown 
below:— 

Rs lakhs 


Gain in revenue due 
to increase in import (+) 2370 
duties including ad¬ 
ditional (countervail¬ 
ing) duties 

Loss in revenue due (—) 1336 
to reduction in import 
duties 

Net gain (+) 1034 


(Clauses 34 and 35) 
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Union Excise Dutios 


General Notes 

(1) Percentages indicated under the “Rate of duty*' column 
are “ad valorem”. 

(2) Abbreviations: 

B "= Basic duty 

A - Additional duty of excise in lieu of 
sales-tax 

E = Exempted from duty 

NC = No change 

DR - Different rates 

T = Per metric tonne 

Qtl. =s Quintal 

Rs = Rupees 

d = Denier 

Sq.m. — Square metre 

kg. =» Kilogram 

n.o.s. = Not otherwise specified 


n.e.s. = Not elsewhere specified 

gms. = Grammes 

neg. =* Negligible 

p = Paisc 

ml. == Millilitre 

Kl =5 Kilolitre 

cm = Centimetres 


(3) Indicators 

t = 

$ 

@ 


Revenue measure 

Rationalisation with revenue signifii- 
cance 

Rationalisation with little or no revenue 
significance. 

Relief measure 


(4) Wherever against any S. No. under any tariff item 
there is more than one entry, sub-items of commodities 
have also been indicated under column 2. 


SI. 

No. 

Tariff 

item 

No. 

Commodity 


Unit Rate of duty (basic) 

Existing Proposed 

Estimated 
revenue 
effect in one 
full year 

1 

2 

3 


4 5 6 

7 


1 . 


2 . 


3. 


8S 


lOS 


HAS 


A-CHANGES PROPOSED BY BILL 

RD Oils and Vaporising oil 

It is proposed to exclude lubricating oils, as also base 
mineral oils (suitable for use in the manufacture of lubri¬ 
cating oils and greases) from the purview of this item by 
inserting an Explanation thereunder. 

Furnace oil 


An Explanation is proposed to be inserted under this 
item so as to exclude, base mineral oils (suitable for use in 
the manufacture of lubricating oils and greases) and lub¬ 
ricating oils including axle oil from the purview of this 
item. 

(£ (-) Rs. 75 lakhs for S. Nos’ 1 and 2 above.) 

[Sub-clauses (i) and (ii) of cluasc 36j 
All products derived from refining of crude petroleum or 
share etc., not otherwise specified, including refinery 
gases, lubricating oils and greases, waxes and cokr. 

Existing description 

(4) Others 20% + 

Rs. 2000/- 
T 


Proposed description 

(4) (a) Base mineral oils (suitable for use in the manu- Rs. 3500/- 

facture of lubricating oils and greases) including T 

mineral oils commonly known as transformer oil 
base stock or transformer oil feed stock 


(Rs. lakhs) 
£ 


£ 


(4-)5308 


—Contd. 
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1 2 3 4 5 6.7 


(b) Lubricating oils (including spindle oils, flushing 
oils, jute batching oils and axle oil) and lubricating 
greases 

(5) Others 


Lubricating oils/greases and base mineral oils (suitable 
for use in the manufacture of such oils/greases) now in¬ 
cluded in the proposed sub-item (4) were generally paying 
duty at 20%Rs. 2000/-T under the erstwhile sub-item 
(4). These products will, in future, generally pay duty at 
Rs.3500/-T. This increase is primarily to compensate for 
the loss in revenue as a result of complete withdrawal of 
duty on blended/compounded lubricating oils and greases 
falling under item IIB. This is a measure of rationali* 
sation and simplification. 

Jute batching oils will continue to pay the extsting 
concessional rate of duty. 

(Please sec entry agaiit^t SI.No. [2(a) [under Customs 
and SI.No. (4) under Part - C of Union Excise Duties). 

[Sub-clause (lii) of clause 36] 

4. IID** Coal (excluding lignite) and coke not elsewhere specified Tonne — Rs. 10/- (-f-) 5800 

Effective rates 

i) Hard coke 

ii) Coking coal 

iii) Others 

It IS a new levy. 

(Sub*clause (iv) of clause 36) 

5. HE** Electricity Kilo- — 2 paise (i-)14500 

watt 

hour 

1. Electricity which was hitherto exempted under item 
No. 68 is now proposed to be brought under a separate 
item. 

2. It is proposed to exempt electricity which is consumed 
by auxiliary plants of the generating stations for the pur¬ 
pose of generating electricity. 

3. ltds also proposed to exempt elbctrioiiy)gf(aeratfH!l for ^ ! 

captive consumption and also electricity which is produced 

with the aid of portable generators and electric batteries. 

— Contd, 


Tonne — Rs. 10/- 

” — Rs. 7/- 

” — Rs. 5/- 


(Rs. lakhs) 

Rs. 3500/- 
T 


20 “^ -!• 

AVI . 

Rs. 2000/- 
T 
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4. It is further proposed to exempt electricity which is 
supplied for use for agricultural purposes. 

[Sub-clause (iv) of clause 36] 

18$ IV - Nou-cellulosic wastes, all sorts kg. DR 

The insertion of this sub-item is intended to include 
non-cellulosic wastes, all sorts, under one tariff item. 

The rate of duty on specified textured yarns is being 
rationalised. 

[Sub-clause (v) of clause 36] 

19** Cotton fabrics 

HI - Cotton fabrics impregnated, coated or laminated with 
preparations of cellulose derivatives or of other artifi¬ 
cial plastic materials. 

At present this entry carries appropriate duty on base 
fabrics plus an element of ad valorem duty. The latter is 
being raised to 30% 

[Sub-clause (vi) of clause 36] 

22'“* Man-made fabrics 

(3) Fabrics impregnated, coated or laminated with prepara¬ 
tions of cellulose derivatives or of other artificial plastic 
materials. 

At present this entry carries appropriate duty on base 
fabrics plus an element of ad aloremduty. The latter is 
being raised to 30%. 


Rs. 9/. 


(Rs. lakhs) 


(+) 30 


(+)130 


(1) 38 


-Contd. 





AT YOUR SERVICE 
WE SHALL WELCOME 
YOUR ACCOUNT 
AT 

ANY OF OUR BRANCHES 


i 


STATE BANK OF BIKANER AND JAIPUR 
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1 


2 


3 


4 


5 


6 


9. 


10 . 


]]. 


12 


pub-clause (vii) of clause 36] 

22B*^ Textile fabrics 25% 30% 

impregnated, coated or laminated with preparations of 
cellulose derivatives or of other artificial plastic materials 
not elsewhere specified. 

[Sub-clause (viii) of clause 36] 

34@ 

Existing description 


Motor vehicles and tractors 
Proposed description 


in 


34A» 


Motor vehicles and tractors, including trailers 
- Trailers 

Effective rate 
Trailers 

The above amendment is of a clarificatory nature. 

2. Three-wheeled autorickshaws which arc registered 
with the State Transport Authorities solely for transport of 
persons for hire, will henceforth pay duty at 10% insteadof 
12^% subject to the fulfilment of certain end-use conditions. 


D.R. 

>21" 

6% 

N.C. 


[Sub-clause (ix) of clause 36] 


Existing description 


68 ** 


Parts and accessories of motor vehicles and tractors 20% 

(including agricultural tractors), not otherwise specified 

Proposed description 

Parts and accessories, not elsewhere specified, of motor 
vehicles and tractors, including trailers 

The amendment of the tariff description is consequen¬ 
tial to the amendment of item 34 

[Sub-clause (x) of clause 36] 

All other goods, N.E.S. 2% 

The categories of newspapers and periodicals which 
were hitherto paying duty at 1 % will henceforth be com¬ 
pletely exempted. 

All drugs, medicines, pharmaceutical preparations and 
drug intermediates not elsewhere specified, which were 
hitherto paying duty at 2%, will henceforth be completely 
exempted. 

Pesticides, insecticides, fungicides and weedicides, 
which were hitherto paying duty at 2 %, will henceforth be 
completely exempted. 

[Sub-clause (xi) of clause 36] 


20 % 


C O/ 
/o 


B**—SPECIAL EXCISE DUTIES 
It is proposed to levy special excise duty at the rate of 
5 %ofthe basic excise duties read with any notification for 
the time being in force. 


7 

(Rs. lakhs) 
(•i)2 

(-)30 


(+)10,000 


(!-)2l400 

— Confd. 
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1 2 3 


4 5 6 7 


(Rs. lakhs) 


Goods failing under item Nos. (i) 1 ID (coal); (ii) 1 IE 
(Electricity) and (iii) 68 (all other goods, NES) will ^com¬ 
pletely exempted from this levy. 

[Clause 37] 

C—CHANGES PROPOSED BY NOTIFICATIONS 


1, 

IB@ 

P. P. Foods 

It is proposed to exempt completely whole-milk powder. 



(-)68 

2. 

3t 

Tea 



(-1)150 



Tt is proposed to modify the existing exemption to tea 
waste as a measure of rationalisation. 




3. 

41UI)t 

Cigars and cheroots 

170% B 

N. C. 

(+)150B 




50 %A 

N. C. 

(+) 50A 



Branded cigars and cheroots whose value was less than 

Rs. 50/- per 100 were completely exempted hitherto. It 
is now proposed to prescribe graded rates depending on 
value as under: 






Effective rates 





Branded cigars and cheroots of which the value per 100— 






i) does not exceed rupees five 

— 

15% 

■Contd. 




NOW 

SUNDARAM FINANCE’S LITTLE BIG SAYING OFFER 

Recently Sundaram Finance extended its repayment period to 48 months on trucks 
and buses and also reduced the finance charges by ^%. 

Now, Sundaram Finance reduces its finance charges by per annum for the 
contract periods—12, 18 and 24 months. This will benefit purchasers of trucks and 
buses. Premier Cars and Standard 20 diesel vans. 



The People to Trust 
in Hire-Purchase 


SUNDARAM FINANCE LIMITED 

37. Mount Road, MADRAS - 600 006 

Other Offices at: 

Bangalore, Calicut, Coimbatore, Ernakulam, Kottayam, 
Madurai, Mysore, Nellore, Pondicherry, Quilon, 
Salem, Secunderabad, TIrunelvell, Trichur, Trichy, 
Trivandrum, Vijayawada, Visakhapatnam. 


0 

J 
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1 2 3 


4 5 6 


ii) Exceeds rupees five but does not exceed rupees fifteen 
tii) exceeds rupees fifteen 

The amount of duty collected will be apportioned in 
the ratio of75 :25 between basic duty and additional duty 
in lieu of sales tax. 

Non-branded cigars and cheroots will continue to be 
exempted. 

4. IIBS Blended or compounded lubricating oils and greases 


Effective rate 
As above 


*20% for axleoil 

As indicated earlier under S. No. 3 of Part A, it is pro¬ 
posed to completely exempt blended or compounded lu¬ 
bricating oils and greases hitherto paying duty under this 
item. The loss arising therefrom will be made good by 
increased collections under item No. IIA - Petroleum 
Products NOS - as a consequence of tariff changes therein 
and consequential increase in the countervailing duty. 

5. 13J Vegetable product 

It is proposed to withdraw the existing exemption avail¬ 
able to vegetable product when used for certain specified 
industrial purposes. 

6. 29A @ Refrigerating and airconditioning appliances and machi¬ 

nery, all sorts and parts thereof- 

Elfective duty on domestic refrigerators of a capacity 
not exceeding 100 litres is proposed to be reduced from 
40% to 30% 

2. Concessional ratd of duty of 20% applicable to 
parts of refrigeration and airconditioning appliances 
and machinery, intended to be used for specified pur¬ 
poses like use in appliances or machinery installed in 
computer rooms, animal houses, dams, thermal and 
hydel power stations, etc. now exists. It is proposed to 
extend this concession to air-conditioners of the type 
known as package type and window type units. 

7. 30A @ Power driven pumps 

It is proposed to exempt completely power driven 
pumps primarily designed for handling water, as a relief to 
the agricultural sector. 


50% 

100 % 


20% + N.C. 
Rs. 2000/- 
T 


Rs. 1200/-* E. 
T 


7 


(Rs. lakhs) 


(—) 5400 


( h) 50 


(=)158 


(-)150 


--Contd. 
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33A$ 


Wireless receiving sets, all sorts, etc. 

Broadcast television receiver sets 
Effective rates 
Existing 
T. V. sets 

(a) of screen size of 36 ems or less— 

(i) of a value not exceeding Rs. 1400/- per set 

(ii) others 

(b) of screen size exceeding 36 cins — 


20 % 


5% 

20 % 


N. C. 


(Rs. lakks) 

Nef. 


■ ■O- 


JANATA ADMINISTRATION IN DELHI 

SALIENT ACHIEVEMENTS 

RURAL DEVELOPMENT 

* Takavl distributed Rs. 1.45 crores. 

* Drinking Water Scheme Rs. 45 lakhs. 

* Tube-well connections 92 : to be installed soon SCO. 

HARIJAN WELFARE 

* Scholarships to Harijans Rs. 70.50 lakhs. 

* Housing subsidy to Harijans Rs. 24.50 lakhs- 

* Hostels for Harijan girls and boys students with board and lodging facilities. 

LABOUR WELFARE 

* Restoration of Trade Union rights to workers. 

Industrial Peace : More Production. 

* Quick disposal of complaints from the workers. 

* Recreational facilities i Setting of more Holiday Homes. 

EDUCATION 

* Technical Education training for 16,500 students. 

* Free uniforms and free books for all poor students. 

* Scholarships worth Rs. 57.73 lakhs. 

* Adult Literacy Centres being set up—1000. 

MEDICAL 

* Two 500-bedded hospitals costing Rs. 22 crores at Shahdara and Hari Nagar. 

* Rs. 1 crore Modern Eye Hospital. 

* 7 Hospitals (100 bedded In rural areas) and 18 dispensaries. 

INDUSTRY 

* Licences to 24,000 industrial units in non-conforming areas. 

* Construction of Rs. 5.24 crores Tool Room-cum-Training Centre. 

* A 620 acre Industrial Township at Narela Planned. 

* Community Development Centre-28 : employing 5600. 

HOUSING 

* Decision to constitute a Housing Board. 

* Construction of 1 lakh houses evsry year aimed. 

* Additional facilities and electricity connections in resettlement colonies. 

* Total prohibition in four years : First phase started. 


— Contd. 

■•^•9 -o 

♦ 
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Issued by the Directorate of Information A Publicity, Delhi Administration. 
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(i) of a value not exceeding Rs. 1600/- per set 

(ii) others 
Proposed 

T. V. sets 

(a) of screen size of 36 cms or less — 

(i) single channel set of a value not exceeding Rs. 1400/- 
per set 

(ii) multi-channel set ofa value not exceeding Rs. 1550/ 
per set 

(iii) others 

(b) of screen size exceeding 36 cms— 

(i) single channel set of a value not exceeding 
Rs. 1600/ per set 

(ii) multi-channel set of a value not exceeding 
Rs. 1750/ per set 

(iii) others 

Cinematograph films, exposed 
I[(ii) Feature films 


5% 

20 % 


5% 

5% 


films of a 
length — 


not excce- exceed- 
ding 40(K) ing 4000 
metres metres 


20 % 

5 ";. 

5% 

20";: 


(Rs. lakhs) 


(-) 65 


films of a 
length — 


not exceed- exceed¬ 
ing 4000 ing 4000 

metres metres 


(Rs. per print) 


(a) made wholly in black and white 

(b) made wholly or partly in colour 
Effective rales 

Feature film not exceeding 4000 metres in length 


12000/- 15000/- 

18000/- 22500/ 

Existing rates 


I N. C. 


N. C. 


Proposed rates 



Wholly 

Wholly 01 

■ Wholly 

Wholy 0 


black and 

partly in 

black and 

partly in 


white 

colour 

white 

colour 


-- 

— - — 

- — — — 


(a) Cleared for home consumption within twelve months 
from the date of first release of the film for public 
exhibition, etc. 


(Rs. 

per print of picture) 

i) first 12 prints 

Nil 

Nil 

Nil 

Nil 

ii) next 12 prints 

1500 

2500 

N.C. 

N.C. 

iii) next 12 prints 

4500 

7500 

3000 

5000 

iv) next 12 prints 

4500 

7500 

N.C. 

N. C. 

v) next 12 prints 

6000 

10000 

N. C. 

N.C. 

vi) on the balance 

9000 

e — 

15000 

- s 

N.C. 

• 

N.C. 

(b) Cleared for home consumption after twelve months 
from the date of first release of the film for public ex- 

1500 

2500 

IMO 



hibition 


-Contd. 
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4 5 6 7 


(Rs. lakhs) 

Note : Since feature films of length exceeding 4000 
metres carry duty at rates 25% higher than 
the above rates, the proposed rates of duty will 
mean corresponding duty relief on longer 
length films. 

The relief is in respect of — 

(a) the third dozen prints cleared for home consumption 
within twelve months of the date of first release for 
public exhibition; and 

(b) prints cleared for home consumption after twelve 
months from the date of first release. 

^ D — EXEMPTION FOR SMALL MANUFACTURERS (--) 2800 

As a measure of relief to small manufacturers of 
various specified excisable commodities, and with a view 
to rationalise the various exemptions based on different 
criteria, it is proposed to exempt completely clearances 
upio Rs. 5 lakhs in respect of manufacturers whose total 
clearances, for home consumption during the preceding 
financial year, of the specified goods, did not exceed Rs. 

15 lakhs (Rs. 13.75 lakhs in respect of 1977-78 exclud¬ 
ing March, 1978). The exemption covers 69 items. 

Consequential changes are being made in the existing 
exemptions, wherever applicable, relating to small 
manufacturers. 

These changes come into effect on 1.4.1978. 


Ready to serve you too 
Every day, in every way.... 

BANK OF MAHARASHTRA 

We call it our Total Banking Service, bringing you every conceivable Saving 
Scheme, Safety of your Valuables, Financial Aid to Industry and Trade & 
Economic Development of Backward Areas. 

We have various schemes suited to every individual. For details, please 
contact any of our 542 branches all over the country. 


► ♦4 4-4 4-4 

X 

X 

X 

X 

t 

X 

t 

X 


BANK OF MAHARASHTRA 

(A Government of India Undertaking) 

Head Office : 

1177, Budhwar Peth, POONA-411002 
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Abstract—Central Excise 


(Rs. lakhs) 



m 

Commodity 


Estimated revenue effect in 

one full year 



Re¬ 

marks 



Basic 

Additional 

Special 

Total 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 




(1) 

(-) 

(^-) 

(-) 

(-1) 

(-) 

(+) 

(-) 



I - Existing Items 










1. 

IB 

P.P. Food 

— 

68 

— 

— 

— 

— 

— 

68 


2. 

3 

Tea 

150 

— 

— 

— 

— 

— 

150 

— 


3. 

411(1) 

Cigars and cheroots 

IfO 

— 

50 

-- 

— 

— 

200 

— 


4. 

8 

R. D. Oil ) 


75 






75 


5. 

10 

Furnace oil J 








6. 

IIA 

Petroleum products NOS 

5308 

— 


— 

— 

— 

5308 

— 


7. 

IIB 

Compoundcd/Blended Lubricating 
oils 

— 

5400 

— 

- _ 

— 

— 

— 

5400 


8. 

13 

V. P. 

50 

— 

— 

—• 

— 

— 

50 

— 


9. 

18 

Non-celllilosic wastes and textured 

30 

-- 

— 


- 

— 

30 

— 




yarn 










10. 

19 

Coilon coated fabrics 

130 


— 

— 

— 


1'30 

— 


11. 

22 

Man-made coated fabrics 

38 


— 


— 

— 

38 

— 


12. 

22B 

Coated fabrics, NES 

2 

— 

— 

— 



2 

— 


13. 

29A 

Refrigerating, airconditioning 
machinery etc. 

— 

158 

--- 

— 

— 

-- 

— 

158 


14. 

30A 

P. D. Pumps 


150 

— 

— 

— 

— 

— 

150 


15. 

33A 

T. V. Sets 

-- 

— 

— 

— 

— 

— 

— 

— 


16. 

34 

Motor Vehicles 

— 

30 

—- 

— 



— 

30 


17. 

34A 

Motor Vehicle parts 


— 

— 

— 

— 

— 

— 

— 


18. 

37 

Cinematograph films, exposed 

-- 

65 

— 

— 

— 

— 

— 

65 


19. 

68 

All other goods, NES 

10000 

— 


-- 


— 

10000 





Tola! of S.No. 1 to 19 

15858 

5946 

50 

— 


— 

15908 

5946 



11- 

Exemption to small manufacturers 
of 69 commodities 

— 

2800 

— 

— 

— 

— 

— 

2800 . 



111 - 

New Levies 










20. 

ill) 

Coal 

5800 

— 

— 

— 

— 

— 

5800 

— 


21. 

HE 

Electricity 

14500 

— 

—* 

— 


— 

14500 

— 




Total of in 

20300 






20300 




IV- 

Special Excise Duty 


— 

— 

•— 

21400 

— 

21400 

— 




Total of 1 to IV 

36158 

8746 

50 

— 

21400 

— 

57608 

8746 




Net 

27412 


50 


21400 


48862 






Summary 















(Rs in lakhs) 








Centre 


States 


Total 





i) Basic 



21930 


5482 


27412 

• 




ii) Additional in lieu of sales tax 


1 


49 


50 





ill) Special excise duty 



17120 


4280 


21400 





Total 



39051 


9811 


48862 
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You can still save 
tax on capital Gains 

with units. 


Under the budget proposals, 
investment in Units is still 
eligible for income tax 
exemption on Capital Gains. 
So if you've sold any 
property bought at least 
three years ago—shares, 
jewellery, house, industrial 
assets, etc.—invest the 
entire sale proceeds in 
Units, for a minimum period 


of 3 years. And claim complete 
exemption from tax on 
Capital Gains. 

And remember, with Units 
you get high returns and yet 
enjoy an exclusiv/e income 
tax exemption of up to 
Rs. 2000. 

Invest in Units. Your Capital 
Gains will earn capital 
returns I 



UNIT TRUST 
OF INDIA 


For further information please contact 
our nearest office: 

* 45. Veer Nariman Road. 

Bombay 400 023. 

* 9, Mathew Road. Bombay 400 004. 

* 4. Fairlie Place, Calcutta 700 001, 

* 6. Reserve Bank Building. 

Parliament Street. New Delhi llOOOtf 

* Regina Mansion. No. 8. 

Second Line Beach. Mtdrat 000 001a 


Build up your savings. Unit by Unit. 
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Budget Document 

External Loans 

STATEMENT OF RECEIPTS AND REPAYMENTS 

EXPLANATORY NOTES 

(1) This statemcni shows the actuals to end of 1976-77 (as compiled from departmental records) and the estimates in 
the budget as well as RE 1977-78 and BE 1978-79 of the receipts and repayments of external debts in respect of 
various countries/sources arranged in alphabetical order. 

(2) All loans fully drawn upto March 31, 1974 (/.c., at the end of the fourth Plan) have been shown in lump as the 
first entry in respect of each country/sourcc. The rest of the loans arc individually listed thereafter. 

(3) The rupee value of loans authorised has been shown converting the loans in foreign currencies at the IMF parity rates 
of exchange prevalent on the date of signing of the loan agreements. Pre-December 1971 IMF parity rates have been 
adopted in respect of loans authorised after December 1971. 

(4) The rupee value of receipts and repayments against individual loans has been shown at the IMF parity rates prevail¬ 
ing on the dates of transactions. Pre-December 1971 IMF parity rates have been adopted for transactions arising after 
December 1971. From the year 1974-75, differences arising out of actual rate of exchange and pre-December 1971 
IMF parity rates have also been treated as ‘External Debt* and such differences for all loans are exhibited in lump, as a 
last entry in respect of each country/sourcc against ‘Exchange Variation’. 

(5) The estimated balance as on March 31, 1978 represents the value of loans/crcdits in the pipeline as on that date, 
converted into rupees at the pre-December 1971 IMF parity rates. 

(6) The rates of exchange prevalent on January 10, 1978 have been adopted for framing budget estimates, 1978-79 and 
for determining the rupee value of estimates of transactions from November 1977 to March 1978 included in revised 
estimates, 1977-78. 

(In lakhs of rupees) 

X Receipts (Drawals) Repayment of Principal 




- - 

- - 


— - 

— 

— 

—.— 

— 



— 

— 

— 


ctf .2 






u 


(/) 

a 

a 




Details of Loans 

d s 
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^ M 

t/i 

■o *2 

r- 

15 

Is 

(/) 
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i 

'T3 

90 

r* 

os 

no 

h- 

f: 

cd 

In 

■82 


1 

15 

H 

i 

S 17 

li 

00 

fi. 

S; 

00 

r- 

1 

9k 

as 


§ » 

i'S 

<•£ 

io 

3? 

li 

I Actual 
[ 1976-77 

E 

A 

1 

li 

lA 

UJ a 

1 Budget 

I 1978-79 

<1 

1? 


1 

A 

1 

I 

A 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

n 

12 

13 

14 

1 





AUSTRIA 










Loam fully drawn upto U-.^-74 

10,85 

11.12 

. . 


.. 

.. 



5,58 

1,08 

24 

15 

15 

18 

Loam not fully drawn: 

J. 3rd Austrian Credit dated 5-4-1965 

1,90 

» 

2,31 





2 


L4I 

93 

31 

31 

31 

31 

2.4th --do— I.Ml-65 

1,90 

2,91 





4 


1.11 

96 

32 

32 

32 

32 

3. 5th --^do— 5-12-66 

3,52 

3,50 





2 


93 

1.11 

37 

37 

37 

37 

4. 6th —do— 15-12-67 

1,92 

1,92 





Ncg. 



40 

16 

16 

16 

16 

5. Food Aid dated 15-12-67 

75 

73 





2 



10 

4 

4 

4 

4 

6. Financial Aid 1972 dated 22-12-72 

7. General Purpose credit 75 

37 

5 

31 

10 


1 

•• 



•• 

•* 

•• 

•• 


dated 6-3-75 

59 


13 

13 

24 

23 

23 

2-3 




., 

,. 

.. 

8. Cap. Repayment 75^ dated 6-3-75 

1,54 


1,54 


., 



.. 

.. 

.. 


,. 

.. 

.. 

9. Cap. Repayment 76 dated 8-4-76 

1,59 


1.59 

84 

,. 

.. 

,, 



.. 


.. 

.. 

.. 

10. Cap. Repayment 29-12-77 

1.35 


60 

60 

75 

IS 






•. 



Exchange Variation 

•• 


2.74 

1.15 

78 

77 


18 


2.81 

98 

1,06 

1.06 

i.oi 

Total 

26,28 

22,54 

6,91 

2.82 

1.77 

1,76 

33 

41 

9,03 

7,39 

2,42 

2.41 

2,41 

2.47 


—Conn/. 
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1 2 3 4 5 6 7 8 9 10 n 12 13 14 15* 


APU DHABI FUND FOR ARAB ECONOMIC DEVELOPMENT 

Loans fully drawn upto 
Loans not fully drawn : 

Agreement dated 6-7-76 for 
Garhwal-Rishikesh-Chila 


Hydro-electric Project 

11.25 

.. 

.. 

.. 

7,50 

4,50 

6,75 

4,50 

.. 

.. 

.. 

.. 

.. 

.. 

Exchange Variation 

•• 

•• 


•• 

1,56 

46 

•• 

46 

•• 

•• 

•• 

•• 


•• 

Total 

11,25 

•• 

•* 

•• 

9,06 

4,96 

6,75 

4,96 

•• 

•• 

•• 

•• 


•• 





BAHRAIN 










Loans fully drawn upto 31-3-74 

7.86 

7,86 

,, 

,, 

, , 


,, 

ft • 

8,40 

1.43 

,, 


,, 

,, 

Exchange Variation 

•• 

•• 

•• 

•• 

•• 


•• 

•• 

•• 

3 

•• 

•• 

•• 

•• 

Total 

7,86 

7,86 







8,40 

1,46 

•• 

•• 


•• 





BELGIUM 










Loans fUlly drawn upto 31-3-74 

Loans not fully drawn : 

5,40 

5,40 

•• 

•• 

•• 


•• 

•• 

38 

57 

19 

19 

19 

19 

1. 3rd Belgian Cr. dated 18-12-68 

1,88 

1,88 


,, 






20 

10 

10 

10 

10 

2. 4th Belgian Cr. dated 8-12-69 

2,25 

2,24 

1 



,, 



.. 

,. 





3. 6 th Belgian Cr. dated 5-11-71 

3,00 

2,97 

3 



., 



,. 






4, 7th Belgian Cr. dated 13-10-72 

3,38 

1,74 

1,62 

Ncg. 


2 



,, 


,, 




5. 8 th Belgian Cr. dated 19-10-73 

3,75 

1,12 

2,46 

86 


17 



,, 






6 . 9th Belgian Cr. dated 2-8-74 

4.13 

., 

3,36 

1,55 

75 

76 



., 






7. 10th Belgian Cr. dated 30-10-75 

8 . nth Belgian Cr. dated 3-11-76 

4,88 

•• 

2,25 


1,87 

1,88 

75 

75 

•• 

•• 


•• 



for 375 Mil. (B.F.) 

5.63 


3,00 

3,00 

,, 

., 

2,63 

1,95 

,, 

,, 

,. 




9. 12th Belgian Cr. for 375 M 

5,63 

.. 




1,35 

4,28 








dated 10-1-78 

Exchange Variation 



6,91 

3,15 

1,75 

2,77 


1,80 


43 

18 

19 

19 

20 

39,93 

15,35 

19,64 

8,56 

4,37 

6,95 

7.66 

4,50 

38 

1,20 

47 

48 

48 

49 

Tnfal 

_ 





_ 


. 








BULGARIA 

Loans fully drawn iipto 31-3-74 —Nil— 

Loans not fully drawn : 


1st Credit dt. 2-6-67 8.25 . 8,25 


Loans fully drawn up to 31-3-74 

1,36,23 

1,39.84 


CANADA 




18.14 

3,55 

1,29 

1,95 

1,95 

2,18 

Loans hot fully drawn 

1. Rajasthan Atomic Power Project 

I dt. 27-4-64, 30-4-68 & 22-5-70 

21,90 

29,98 

1 




4 


4,67 

6,15 

2.44 

2,44 

2,44 

2,44 

2, Kota Hydro-Electric Power 

Station 18-2-65 

2,24 

3.26 







1.12 

76 

25 

25 

25 

25 

3. Non-Project Loan 21-2-67 

8,14 

8.06 





7 


.. 

10 

10 

21 

21 

21 

4. RAPP n 28-2-67 & 5-5-71 

27,75 

23,38 

58 

., 


,, 

4,02 

,, 

,, 

5.55 

2,22 

2,22 

2,22 

2,22 

5. Geological Survey of India 
dt. 28-7-68 

1,39 

85 

4 

Ncg. 

21 

17 

34 

28 


2 

2 

4 

4 

4 

6 . Iddiki Power Project dt. 27-10-67 

7,63 

6,03 

1.17 

34 

54 

18 

26 

7 




19 

19 

19 

7. Non-Project Development Loan 
dt. 8 - 2-68 

13,72 

13,42 





30 



18 

18 

34 

36 

36 

8 . P & T Loan dated 30-9-69 as 
amended in 1977 
(Addition of O. 85 Million C $) 

28,34 

22,21 

5,18 

20 

28 

61 

34 

34 







9. DLW, Varana.si dt. 2-9-70 

4,16 

3,81 

29 


. • 

• . 

6 



. . 

. . 




10. ONGC 7-4-71. 2-2-73, 4-4-73 & 
1-8-75 

10,41 

2,63 

7,76 

2,48 

69 

3 









11. Non-Projcct Dev. Loan 
dt. 16-7-71 & 31-3-73 

13,88 

2,49 

4,84 

5 

19 

28 

6,27 





















—Contd. 
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I ' a 3 4 5, 6 • 7 8 9 10 11 u 13 14 15 

12. Bulk Handling Project Kandia/ ' . 


Haldia Ports dt. 12-8-71 

13. Non-Praject Development Loan 

2,50 

98 

47 

24 

57 

13 

92 

•• 

•• 

•• 


•• 

•• 

•• 

dt. 10-6-72 

34.69 

31,04 

3,65 

,, 

,, 

,, 

,, 

,, 

,, 






14. n Satellite CommunicBtion 
Earth Station dt. 30-12-72 

15. SyndieHc Rubber Project 

1.21 

93 

26 

Neg. 

•• 

•• 

1 


•• 

•• 





dt. 16-3-73 

5,20 

59 

2,72 

1,26 

69 

85 

1,05 


,, 

,, 





16. Non-Project Development Loan 
dt. 18-7-73 

17. Tamil Nadu Electricity Board 

34,69 

10,61 

24,08 

•• 

•• 

•• 

•• 

•• 

•• 

•• 

•• 


•• 

•• 

dt. 9-8-73 

2,76 

J.98 

77 

. , 

,, 

,, 

, , 

., 

,, 






18. Non-Project Development Loan 















dt. 27-11-73 

6,94 

3,05 

3,89 

. . 

,, 

,, 

, , 

,, 

,, 

,, 





19. Non-Project Development Loan 















dt. 6-12-74 

6,94 

. .. 

6.93 

19 


., 

. , 


., 

,, 


• ■* 

. ^ 


20. Non-Project Development Loan 















dt. 24-10-75 

6,94 

.. 

5.91 

2,55 

1,39 

1,03 

. . 

.. 

., 

,. 


,, 



21. Potash Fertiliser Loan dt. 27-10-76 

22. Fertiliser Loan dt. 6-10-77 for 

6,94 


5.38 

5,58 

2,76 

1,35 

•• 


•• 

•• 


*• 

•• 


CS .^2 00 M. 

22,20 

.. 

., 

.. 

4,85 

18,73 

3,47 

3,47 

., 

,, 

,. 




Exchange Variation 



15,83 

3,59 

3,53 

2,18 


35 


5,62 

1,89 

2,21 

1.01 

65 

Total 

4,06,80 

3,05,14 

89,96 

16,48 

15,70 

25,54 

17,15 

4,51 

23,93 

21.93 

'8,39 

9,85 

8,67 

8,54 





CZECHOSLOVAKIA 









Loans fully drawn upto 31-3-74 

Loans not fully drawn : 

23,10 

26,01 

-• 


•• 

•* 

•• 


23,36 

8,29 

1,33 

i.n 

1,17 

31 

2nd Credit dt. 11-5-64 

63,00 

47,09 

13,73 

3,08 

1,81 

1.49 

24 

24 

17,97 

13,22 

‘4,45 

3,84 

3,71 

3,62 

3td Credit dt. 5-12-73 

80,00 

., 

6,17 

5,45 

3,50 

4,01 

69,82 

5,26 

.. 

. . 

,, 


19 

19 

Exchange Variation 




•• 


•• 

•• 


•• 

•• 

•• 

*• 



Total 

1 , 66,10 

73,10 

19,90 

8,53 

5,31 

5,50 

70,06 

5.50 

41,33 

21,51 

5,78 

5.01 

5,07 

4.12 





DENMARK 










Loans fully drawn upto 31-3-74 

Laons not fully drawn: 

6,92 

6,91 


•• 

•• 

•• 



2,41 

1,44 

So 

50 

50 

50 

1 . 3 rd Danish Credit dated 29-4-68 

4,00 

3.57 

1 



. . 

42 


. . 

44 

22 

22 

22 

22 

2. 4th --do— dated 24-4-72 

4,00 

1,63 

2.24 

6 

8 

8 

5 

5 



,. 




3. 5th --do— dated 2-9-74 

5,00 


1,50 

92 

1,92 

1.92 

1,58 

1,00 

, . 






4. 6 lh -- do— dated 30-3-77 

8,00 

,. 

,, 




8.00 

1,00 

, , 

,, 

., 

,, 

,. 


Exchange Variation 

•• 


1,69 

50 

1,14 

89 


85 


80 

37 

41 

32 

30 

Total 

27,92 

12,11 

5,44 

1,48 

3,14 

2,89 

10,05 

2,90 

2,41 

2,68 

1,09 

1,13 

1,04 

1,02 



FEDERAL REPUBLIC OF GERMANY 








Loans fully drawn upto 31-3-74 

Loans not fully drawn: 

6,14,89 

'6,20,85 

•• 

•• 

•• 

•• 

•• 

•• 

3.32,63 

1 , 10,02 

34,64 

35,81 

35,58 

34,48 

1 . DM 5,048 M dt. 13-5-65 for 















Sawang Coal Washery 

60 

1,09 


, , 

, , 

., 

Neg, 


10 

18 

6 

6 

6 

6 

2. DM 34.954 M dt. 13-5-65 for 
Selected Projects 

3. DM 10 M dt. 13-5-65 for Neyvcli 

4,16 

4,89 

3 

Neg. 



2 

•• 

1.36 

1.41 

41 

41 

41 

41 

Lignite Corporation 

4 . DM 60 M dt. 13-2-66 for 

1.19 

1.43 

8 

•• 

•• 

•• 

•• 

•• 

17 

33 

11 

11 

11 

11 

Commodities 

7,14 

11,00 


,, 

, , 

,, 

1 

,, 

67 

1,99 

66 

66 

66 

66 

5. DM 18 M dt. 26-1-66 for Railways 

2,14 

2,93 

8 

2 

, , 

1 

1 

1 

20 

60 

20 

20 

20 

20 

6 . DM 7.25 M dt. 14-1-66 for TELCO 
7o DM 52.16M dt. 16-1-67 foe Rour- 

86 

1,36 

2 


J* ■, * 

... 

Neg. 

•• 

8 

24 

8 

8 

8 

8 

kela Complex 

9,78 

7,46 

1,24 

45 

41 

3 

1,46 

3 

36 

1,82 

61 

61 

61 

61 

8 , DM 16 M dt. 4-4-68 for Railways 
9a DM 28.25 M dt. 2-6-67 for 

3,00 

3,36 

9 

5 

8 

10 

3 

Neg. 


27 

18 

18 

18 

18 

• . Railways 

- 5,30 

5.41 

12 

3 

1 

Neg. 

1 

1 

,, 

80 

32 

32 

32 

32 
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Employers! 

Government has approved 
Lie’s Group Assurance Scheme 
as am alternative to the 
Employees’ Deposit Linked 
Insurance Scheme, 1976. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 12 13 

14 

IS 

10. DM 17.04 M dt 17-S-68 for 
Neyveli Lignite Corporation 

3,20 

2,75 

43 

4 

8 

17 

9 

9 


29 19 19 

19 

19 

n. DM 3S M dt. 30-12-69 for Capital 
Goods 

7,17 

6,43 

75 

32 







24 

38 

12. DM9M dt. 7-8-70 for NcyvcU 
Lignite Corporation 

1.84 

1.51 

18 

8 

5 

13 

2 

2 


5 

5 

10 

13. DM 23 Mdt. 18-12-7D for Capital 
Goods 

5,12 

4.43 

68 

23 








12 

14. DM 4M dt. 21-2-71 for Hindustan 
Steel Ltd. (Rourkela) 

82 

68 

6 

1 

1 

5 

1 

1 





15. DM 30 M dt. 29-3-72 for Capital 
Goods 

6,15 

4,61 

ls54 

47 








• • 

16. DM 21.36 M dt. 22-6-72 for 
Motor Industries Co. Ltd. 

4,38 

1,44 

2,30* 

52 

62 

58 

5 

5 





17. DM I4.244Mdt. 15-9-72 for Bihar 
Alloy Steels Ltd. 

2,91 

2,06 

81 

7 

2 

2 

2 






18. DM 4 M dt. 12-12-72 for IPCL 
(Giyarat Aromatics Project) 

82 

31 

27 

4 

3 

5 

19 

1 





19. DM 30 M dt. 15-1^72 for Capital 
Goods 

6,15 

70 

5,24 

4 

11 

10 

10 

10 





20. DM 27.1 M dt. 15-12-72 for Modi 
Rubber Ltd. 

5,55 

3,59 

1,86 

7 

1 

2 

10 






21. DM 12 Mdt. 24-7-73 for Tra- 
vancote Cochin Chemicals 

2,46 

51 

1,65 

20 

4 

3 

28 

13 





22 . DM 100 M dt. 21-12-73 for Com¬ 
modities 

2049 

6,21 

14,27 










23. DM 20 M dt. 31-1-74 for Capital 
Goods 

4,10 


3.92 

10 


3 

14 

14 





24. DM 100 M dt. 9-7-74 for Com¬ 
modities 

20,49 


20,49 










25. DM 13 M dt. 9-7-74 for Capital 
Goods 

3,07 


2,44 


16 

16 

50 

50 





26. DM 14 M dt. 9-7-74 for O.A.C.L. 

•2,05 

.. 

1,62 

38 

41 

42 

.. 

. . 

, , 

.. . • •. 


,, 

27. DM 13.5 M dt. 25-9-75 for VISL 

2,77 


1,68 

1,45 

39 

65 

44 

31 


. 



28. DM 10 Mdt. 10-12-74for Ramon 
and Demn Ltd. 

2.05 


1,82 

20 

1 

8 

14 






29. DM 130 M dt. 9-7-74 for Debt 
Refinancing 

26,64 


26,64 










30. DM 57 M dt. 4-2-75 for TELCO 

11,68 


♦7,86 

5,68 

2,05 

82 

3,00 

79 


• • • • • 



31. DM 140 Mdt. 30-12-75 for Debt 
Refinancing 

28,69 


28,69 









32. DM 90 Mdt. 30-12-75 for Com¬ 
modities 

18,44 


18,44 

7,58 









33. DM 30 M dt. 30-12-75 for Capital 
Goods 

6,15 

4,04 

3.51 

2.05 

2.05 

6 

6 






34, Tawa Project dated 25-10-77. (DM 

45 M) 

9.22 




2,05 

41 

8,81 

2.05 





35. DM 70 M dated 2-3-77 for Ncy- 
veli Lignite Corporation 

14,34 

» 



13,32 

13,32 

1.02 

1,02 





36. Gujarat Narmada Fertiliser dt. 
27-12-77 

11,27 




11.27 


11,27 

11,27 




• • 

37i DM 75 M dated 25-6-76 for Com- 
modities 

15,36 


14,96 

14,96 

4.10 

41 







38. DM 25M dated 25-6-76 for Capital 
Goods 

5,12 


67 

67 

2,46 

3,17 

1.27 

1,27 





39. DM 140 M Debt Refinancing 
Agreement dated 25-6-76 

28,69 


28,69 

28,69 









40. DM 30 M Hindustan Paper 
Corpn. (Kerala Newsprint) dated 
24-11-76 

6,15 


2.81 

2,81 

3,07 

3,34 







41. Seamless Steel BHEL dated 
25-10u77 (58 M) 

11,88 




7,17 

7,17 

4,71 

4,71 





42. H.S.D. Turbine Project for 93 M 
dated 2-3-77 (BHEL) 

1.91 




41 

51 

1,40 

82 





^Revised figures 
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INDIAN SUGAR MILLS 
ASSOCIATION 

'SUGAR HOUSE' 

39. NEHRU PLACE, NEW DELHI-110024 


Gram : SUGARMILLS 
NEW DELHI. 


Phone : 031107 
635532 
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1 2 3 4 5 6 7 « 9 10 11 12 13 14 15 


43. DM 30 M Debt Refinancing 


Agreement dated 27-12-77 

6.15 

.. 

,, 

.. 

,. 

6,15 

.. 

., 

.. 




.. 


44. DM 75 M (Commodities Cr. to 















be signed) 

@15,37 

.. 

.. 


.. 

3,69 

11,68 

11,68 

., 



., 


., 

45. DM 13.894 M (C.G. Cr. to be 















signed) 

@2,84 




.. 

2 

2,82 

1,02 


.. 



. . 

.. 

Exchange Variation 


•• 

1,39,03* 

54,74 

44,04 

38,62 

•• 

32,10 

•• 

81,99 

29,53 

33,82 

33,75 

33,67 

Total 

9,70,55 

6,95,01 

3,35,50* 

1,23,43 

94,43 

82,31 

49,66 

68,20 

3,35,57 

1,99.94 

66,99 

72,.50 

72,44 

71.57 





FRANCE 










Loans fully drawn upto 31-3-74 

25,87 

25,86 

.. 






1,18 

4,45 

1,62 

2,07 

2,07 

2,07 

Loans not fully drawn : 















1. FF 85 M dt. 5-7-66 (1966-67) 

12,91 

12,21 

15 




23 


6,26 

3.17 

U 2 

1,13 

1,13 

40 

2. FF 150 M dt. 5^68 (1967-68) 

22,79 

19,82 

42 


27 


1,29 


2,83 

4,30 

1,41 

1.43 

1.41 

1,44 

3. FF 125 M dt. 3.1.69 (1968-69) 

, 18,99 

17,80 

75 

Neg. 

14 


33 


1..32 

2,80 

1.12 

1,37 

1,35 

1,33 

4. FF 125 M dt. 4-8-70 (l%9-70) 

16,87 

15,37 

1,16 

1 

8 


34 


89 

2.59 

95 

1,21 

1,21 

1.24 

5. FF 1.10 M dt. 21-1-71 (1970-71) 

17,55 

12,33 

4,91 

4 



31 


63 

2,21 

86 

1,19 

1,16 

1,27 

6 . FF 150 M dt. 22-6-71 (1971-72) 

20,25 

16,90 

2,56 

1.34 

14 

26 

52 

11 

74 

2,65 

89 

93 

99 

1,26 

7. FF 150 M dt. 20-.1-72 (1972-73) 

20,25 

17,24 

2,64 

47 

12 


38 


34 

2,89 

1.02 

99 

99 

98 

8 . FF 35 M (Special) dated 20-3-72 















(1972-73) 

4,72 

48 

3,24 

1,18 

68 

33 

71 

43 

1 

21 

14 

18 

20 

23 

9. FF 180 M dt. 7-2-73 (1973-74) 

24,30 

4,86 

17,94 

1,25 

72 

28 

1,22 

41 


2,18 

1,06 

Ml 

Ml 

i.ll 

10. FF 56 M Special dt. 7-2-73 















(1973-74) 

7,56 

i,27 

6,05 

53 

45 

17 

6 



69 

37 

38 

40 

40 

11. E'F 214 M dt. 8-2-74 (1974-75) 

28,89 


22.43 

9,75 

4,90 

4.11 

2,33 

1.41 


86 

72 

1.06 

1,07 

1.17 

12. FF 60 M Special dt. 8-2-74 















(1974-75) 

8,10 

. / 

5,72 

2,86 

2,43 

1,14 

1,24 

13 


18 

15 

25 

32 

41 

13. Debt Relief dt. 12-11-74 (1974-75) 

9,35 


9.35 












14. FF 225 M dt. 7-2-75 (1975-76) 

30,38 

., 

12,75 

8,57 

7,67 

4,80 

12,83 

1,76 


32 

32 

57 

67 

95 

15. FF 90 M Special dl- 7-2-75 















(1975-76) 

12,15 


3,37 

2,98 

3,38 

3.36 

5,43 

2,57 


5 

5 

8 

16 

29 

16. Debt RcJid dl. 15 1-76 (1975-76) 

8,23 


8,23 



., 









17. FF 290 M dt. J 9-2-76 (1976-77) 

39.15 

,. 

11 

11 

14,12 

9,59 

29,45 

7.90 




28 

7 

50 

18. Debt Relief 61 M dt. 25-3-77 















(1976-77) 

8,23 

,, 

8,23 

8,23 











19. FF SOM Special dt. 19-2-76 















(1976-77) 

6,75 


.. 


4,05 

40 

6,35 

2,03 




I 


4 

20. FF 340 M dt. 9-3-77 (1977-78) 

45,90 






45.«X) 

9,31 






28 

21. Debt Relief 1977-78 (Expected) 

4,05 

.. 




4,05 





,, 




Exchange Variation 

•• 


42,56 

13.33 

13.92 

8,98 


7,72 


11,74 

4,41 

5.06 

4,55 

4,55 

Total 

3.93,24 

1,44,14 

1,52,57 

50,65 

53,07 

37,47 

1,08,92 

33,78 

14,20 

41,29 

16,21 

19,30 

18.86 19,92 





HUNGARY 










Loans fully drawn upto .11-3-74 




Ni 

— 

. — 









Loans not fully drawn : 


• 













1st Credit dt. 15-6-66 

17,50 


6,49 

2,60 

4.58 

5.13 

5,88 

76 

•• 



69 

40 

40 





ITALY 










Loans fully drawn up to 31-3-74 

15,15 

15,15 







46 

3,51 

1,68 

1,68 

1,68 

1,68 

Loans not fully drawr. ; 















Fertilizer Credit dt. 17-1-67 

1,50 

1,46 







42 

36 

12 

12 

12 

12 

Debt Relief Agreement dt. 13-2-73 

4,20 


4,20 

4,20 











Debt Relief Agreement dt. 21-9-73 

12,60 



• > 

12,60 

12,60 

.. 








Debt Relief Agreement dt. 25-5-76 

6.30 




6,30 

6,30 









Exchange Variation 

•• 

•• 

(-)68 

(- )68 ( 

-)3.15 (- 

-)3,23 


•• 

•• 

(-)18( 

; -)20( 

‘ )30( 

-)36( 

-)45 

Total 

39,75 

16,61 

3,52 

3,52 

15,75 

15,67 

a t 

•• 

88 

3,69 

1,60 

1,50 

1,44 

1,35 


*Revised filguns ©Provisional — Contd. 


SPEQAL BUDGET NUMBER 
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KUWAIT FUND FOR ARAB ECONOMIC DEVELOPMENT 

Loans fully drawn upio 31 -3-74 -NIL_ 

Loans not fully drawn : 

Agreement dated 27-1-76 for 16 M 
KD for Kalinadhi Hydro Electric 


Project 

Exchange Variation 

31,50 

13,62 

6,38 

13.62 

6,38 

16,80 

8,00 

15,15 

6,61 

2,73 

2,73 

1.17 

Total 

31,50 

.. 20.00 

20,00 

24,80 

21,76 

2,73 

3,90 


NETHERLANDS 

75.70 11.27 . 2.77 6.57 3.60 2,13 2,13 2,13 

16.99 2.34 . 

.. , 9.32 9,32 . 

3.52 73 . 

^Contd. 


I^ans fully drawn upto 31-3-74 87,28 

Loans not fully drawn : 

1. XIX Credit dt. 7-8-74 (DG 68 M) 16.99 

2. XIXA Credit (DG 45 M) dt. 7-8-74 

A 23-9-75 9.32 

3. XVIIIA Credit (DG 17 M) dt. 

22-8-73 & 23-9-75 3.52 


♦Provisional 


EASTERN ECONOMIST 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

4. XX Ctodit (DO 9 26 M) dt. 
10-9-75 

5 . XXI Credit (DO 100 M) dt. 

1,92 


1,92 


•• 

•• 

•• 

•• 

•* 




•• 


J 5-7-76 

20,72 


12,84 

12,84 

4,14 

7,88 




.. 

., 

,. 



6 . General Purpose Credit (OG 130 
M)dt. 15-7-76 

7. Debt Relief (DG 7 8 M) dl. 

26,94 



•• 

20.72 

16,58 

10,36 

10,36 

•• 

•• 



•• 


1-12-76 

1,62 


1,62 

1.62 


• • 


. , 


,, 



.. 


8 . General Purpose Credit dated 
20-5-77 (DG 120 M) 

9. General Purpose Credit dated 

20,72 


•• 



•• 

20,72 

20.72 







20-5-77 (DG54M) 

10. Debt Rclitf to be signed (DG 14. 

11,89 




•• 


11,89 

10.36 







300 M) 

2,96 





2,96 









Exchange Variation 



34,17 

18.09 

19,18 

20,25 


30,76 


4,18 

2,61 

1,65 

1,56 

1,58 

Total 

2,03,88 

75,70 

91,65 

44,94 

44,04 

47,67 

42,97 

72,20 

2.77 

10,75 

6,21 

3,78 

3,69 

3,71 





NEW ZEALAND 









Loans fully drawn up/o 31-3-1974 

33 

33 





•• 


47 










NORWAY 










Loans JuUy drawn upto 31-3-1974 

17 

17 


•• 

• • 


. . 


17 









OPEC SPECIAL FUND 









1. General Purpose Agreement tinted 
n-I-77(USS 21 8M) 

2. Agreement (S 14M) dated 16-12-77 

16,35 




•• 

16,35 









for Bombay High Project 

10,50 






10 50 

10,50 


., 





Exchange Variation 






2,25 


1,08 







Total 

26,85 




•• 

18,60 

10,50 

11,58 











POLAND 










Lomis fully drawn upto 31-3-74 





Nil 
























Loans not fully drawn 

1. 1st Credit dl. 7-5-60 

23,15 

15,47 

6 


5 

2 

1.22 

2 

16,57 

2,87 

69 

69 

69 

21 

2. 2nd Credit dt. 16-11-62 

5.72 

3,14 

1,87 

1 

20 

7 

36 

8 

66 

78 

32 

31 

66 

56 

3. 3rd Credit dl. 25-1-65 

Exchange Variation 

9,29 

9,01 

28 

2 

MU 

1 



38 

2.63 

75 

75 

75 

70 















Total 

38,16 

27,62 

2,21 

3 

25 

10 

1,58 

10 

17,61 

6,28 

1,76 

1,75 

2,10 

1,53 



• 



QATAR 










Loiuis fully drawn upto 31-3-74 

12,28 

12,88 




.. 

.. 


8,22 

2,81 

94 

94 

94 

94 

Exchange Variation 






•• 




( )8 ( 

)14 ( 

)I4 ( 

)ll( 

)I» 

Total 

12,88 

12,88 



.. 

.. 



8,22 

2,73 

80 

80 

83 

83 


SAUDI FUND 

Srisailam Nagarjunasagar Project 
agreement dated 2-6-77 for Saudi 

Riyals 353 Million 73,00 . 18,14 56,86 45,34 

Exchange Variation .. 1.86 4,66 


Total 75,00 . 20,00 56,86 50,00 


—Coiitdt 
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VVhen you have the indiistry. the industry wi only have yi^ 


The‘roir in steel 
proves the point 



You'll find fhe strength of steel svsrywhere^flroiii s 
tiny pin to sophlsliceted machinery, giant Industries, 
railways, bridges, dams and buildings. Helping to build 
a sturdier infrastructure for tiational growth. 

The steel industry in India had a modest beginning. flO 
1945. there were only three units in operation, with a 
total production of 1 million tonnes of ingot steel. 
Today, with eight major plants and a number of minh 
plants In operation, production capacity stands at 
14 million tonnes, and is expected to further increase 
:o 24 million tonnes by 1985. A measure of'lndia s 
self-reliance in steel lies in the drastic cut In Imports--* 
from Rs.3.280 million In 1974-75 to or.iy 
Is.. 900 million today. 

BHEL<*ldnding strength to stool 

BHEL has fhe Industry—the diligence and application— 
needed to serve a variety of industries. Qualities that 
are making BHEL increasingly popular with vital 
industries. Like steel. 

For the steel industry, BHEL supplies a wide range of 
electrical equipment. Apart from electric motor drives, 
thyristor convertors, switchgear, controlgear, turbo 
blowers and turbo compressors, BHEL also has within 
Its scope fans, valves, steam generation plants, 
industrial turbines and captive power plants. And now, 
in collaboration with Siemens, BHEL also undcrtjkes 
complete systems engineering for steel plants. 

Yes. be it power or Industry, BHEL is committed 
to growth. The growth of the nation. 



more than products, 
a tdai service for energy 



Bharat Heavy Electricals UmMetf 


Marketing Qi Salaa Division 

New Delhi House. 27 Barakhamba Road New Delhi 110001 


Rcgd. Offirai 18-20 Ksaiurbs Gandhi Marg Naw OsUd 110 001 
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SAA/BHEUBM 









1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

n 

12 

13 

14 

15 





SWEDEN 










Loans fully drawn tipto 31-3-74 

Loans not fitlly drawn 

2.21 

3.49 

•• 




•• 

•• 


34 

17 

17 

17 

17 

1. Indo-Swcdish Credit dt. 29-6-66 
(S.Kr. 24 M) 

2. Indo-S^cdLsh Credit dated 28-6-68 

3.48 

3,39 

9 


•• 

•• 

•• 

•• 


9 

9 

18 

18 

18 

(S. Kr. 35 Mil) 

3. Indo-Swedish Credit dt. 28-6-69 

5.08 

4,88 

20 

•• 

•• 

•• 

•• 

•• 



•• 

•• 

•• 

25 

(S, Kr.40Mil.) 

5.80 

5,53 

27 





.. 




.. 


29 

4. Indo-Swedish Credit dt. 10-3-71 
(S. Kr. 125 Mil.) 

5. Wheat Storage Project dt. 23-8-71 

18,13* 

6,35 

9,53 

3,39 

1,29 

75 

1,50 

•• 


•• 

•• 

•• 

•• 


(S. Kr.26M). 

6. Indo-Swedish Credit di. 11-11-72 

3,77 


1,08 

66 

1,93 

65 

2,04 

73 


•• 


•• 

•• 

•• 

(S. Kr. 90 M) 

7. Indo-Swedish (’redit dt. 18-6-73 

13,05 

4,35 

8,70 

•• 

•• 

•• 





•• 

•• 

•• 


supplemented by agreement dt. 
21-5-75 (S. Kt . 70 M) 

10.15 


10.15 












8. Indo-Swedish Credit dt. 5-6-74 and 














15-7-74 (S. Kr. 125 M) 

18,12 


18,12 












Exchange Variation 



17,58 

1,85 

1,64 

51 


15 


21 

12 , 

(8 

11 

19 

Total 

79,79 

27,99 

65,72 

5,90 

4,86 

1,91 

.3,54 

88 


(v4 

38 

53 

46 

1.08 


■''Balance 10.34 Mill.Sw. Krs., against this amount has been drawn as gram. 


SWITZERLAND 

Loiuvi fully drawn iipto -- —— -—Nil-- 

f^ans not fuliy drawn: 

Swi.ss Crdit I dated 30-7*60 


Swiss Crecdil 11 dated 7-3-66. 

13,77 

17,83 

20 

20 


43 


13,90 

6,21 

J,.30 

50 

.50 

30 

Swiss Credit 111 

6,86 

10.60 

24 

10 


25 


16 

1,64 

75 

92 

92 

1,03 

(a) Capilal Goods dt. 9-10-73 & 7-11-73 

9.09 


3.61 

87 

1,84 

2,39 3,09 

3,09 






(b) Development Loan dated 9-10-73 

6,43 


4,18 

3,17 

1,10 

22 2,02 

2.02 







FAchangc Variation 



8.99 

4,24 

3,00 

2,95 

6,.32 


6.12 

2,02 

1.45 

1,55 

1,65 

Total 

36,15 

28,43 

17,22 

8.58 

5.94 

5,56 5,79 

11,43 

14,06 

13,97 

4.07 

2,87 

2.97 

2,98 


LINITED KINGDOM 


Loans fully drawn upto 31-3-74 

Loans not fully drawn : 

1. Non-Projecl, 1968 (6lh Kipping) 

9,09.05 

9,38,92 

• • 


• • 


.. 2,{M,54 

93,40 

34,61 

.38,85 

38,85 

42,02 

dt, 15-12-68 

12,60 

12.47 

14 





70 

70 

70 

70 

70 

2. ICICI Project, 1969 dt. 28-11-69 

1,80 

1,46 

• 18 




16 

5 

5 

10 

10 

10 

3. 7rh Kipping, 1969 dt. 28-11-69 

7.20 

6,26 

19 

. , 



75 

20 

?A) 

40 

40 

40 

4. Durgapiir, 1970 dt. 24-9-70 

5. Capital Invcsimcnt Loan, 1971 

2,62 

2,57 

5 







7 

7 

15 

dt. 18-3-71 

6. Mixed Imports, 1971 (8lh Kipping) 

21,60 

9,43 

12,17 

•• 


•• 

.. 



•• 

•• 

1.22 

dt. 31-3-71 

3,60 

85 

1,75 

14 



.. 





20 

7. ICTCl. 1971 di. 18-3-71 

8. Capital investment Loan, 1972 

1.80 


1,70 




4 



5 

5 

10 

dt. I 7 . 3.72 

21,60 

3,23 

18..37 

8,0fi 

, . 





,, 

, , 

• • 

9. Mixed Project. 1972 dt. 19-11-72 

10. Capital Investment Loan 197.3 

28.80 

26,93 

1,87 




.. 



•• 


• • 

dt. 24-5-73 

25,20 


10,91 

9,64 

12,19 

14,29 




, . 


• • 

11. Mixed Project, 1974 dt. 27-3-74 

12. Capital Investment Loan 1974 

32,40 

•• 

32,40 


•• 






• • 

•• 

dt. 27-3-74 

24,56 

,, 

, , 

,, 

9.41 

4,03 

20,53 20.53 



, , 

• • 

• • 

13. Maintenance Loan, 2/74 dt. 12-9-74 

SPBCIAL BUDGET NUBIBBR 

54,00 


54,00 


569 





MARCH 17. 

Contd. 

1978 


MARCH 17. 1978 










1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

14. Debt Relief 2/74 dt. 28-12-74 

16,92 


16,92 

.. 










.. 

IS. Maintenance Loan, 1975 

dt. 11-3-75 

36,00 

,. 

36,00 

, . 

,, 




,. 

,, 

,, 

,. 

,, 

.. 

Exchange Variation 

•• 

•• 

4.76 ( 

-)2,43 

(-)3.24 

(-)2,36 


-)2,46 

.. ( 

-)2.29( 

)4,76 ( 

-)6.02( 

-)5,44{- 

-)5,36 

Total 

11,99,75 

10 ,02,12 

1,91,47 

15,41 

18,36 

15,96 

21,48 

18,07 

2,04,54 

92,06 

30,80 

34,15 

34,73 

39,53 

Loans fully drawn upio 31-3-74 

36,80,84® 37,48,26@ 

UNITFJ) STATES OF AMERICA 


21,65,66 

1,28,44 

44,65 

48,62 

48,62 

59,80 

Loans not fully drawn : 















V.S.A. AID 

1. 38<^H-200 dated 16-11-69 

14,71 

10,94 

3,59 

. , 


. . 

., 








2. 386-H-207 dated 23-6-70 

J,71.31 

1,15,84 

i.47 

,. 










,, 

3. 386-H-212 dated 13-3-71 

1,30,38 

1,05,64 

24,68 

,, 



.. 








4. Debt Relief dated 2-5-75 

33,75 

•• 

33,75 

•• 

•• 

•• 

•• 

•• 

•• 




•• 

•• 

U.H.A. AW S.R.P* 

1. 386-H-059 dated 28-6-62 

1,37 

67 

16 

, . 

32 

32 

95 

95 


24 

7 

7 

7 

7 

2. 386-H-060 dated 28-6-62 

3,81 

4,82 

1,06 


.. 




20 

60 

20 

20 

20 

20 

3. 386-H-062 dated 28-6-62 

8,17 

7,86 

2,16 

72 

72 

72 

1,79 

72 


1,26 

42 

42 

42 

42 

4. 386-H-063 dated 28-6-62 

8,44 

7,22 

2,40 

80 

80 

80 

2,40 

80 

65 

1,32 

44 

44 

44 

44 

5. 386-H-066 dated 8-11-62 

7,42 

7,77 

14 


62 


3,27 


38 

1,13 

38 

38 

38 

38 

6 . 386-H-I20 dated 31-12-64 

5,60 

7,27 

1,56 







44 

22 

22 

22 

23 

7. 386-H-lOl dated 21-7-64 

2,02 

2,07 

1,11 

37 




•• 


4 

4 

8 

8 

8 


@Includes Exim Bank, PL 480 Rupee Loins, Development Assistance Loins, DLF/AID Loans, PL 480 convertible local cu^^5ncy credit loans and Asian 
Economic Development Loan. 

* These arc loans extended to private borrowers by AID which arc repayable by them to government of India in rupees. The government of India 
assume the liability to repay the loan to AID in dollars. The repayments by private borrowers in rupees form receipts of government. 

— Contd. 
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§ 

§ 

§ 

§ 

§ 

§ 

s 

§ 
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TRUE, THAT YOU HAVE NOT SEEN 
OUR MARK VERY OFTEN 


It is because every product that you use do not have labels of manufacturers of 
its ingredients. 

Plywood, Chipboards, Decorative laminates, Insulated cables. Strong papers. 
Treated textiles and Sulpha Drugs are only a few from the endless list of 
products which have our Resins, Hardeners, Intermediates and other chemicals 
as essential ingrediants. 


eiBATUL LIMITED 

Registered Office and Factory, P.O. ATUL Oist: Valsad 
Gujarat State 396020. 
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1 2 3 4 5 6 7 8 9 10 It 12 13 14 15 


■ 8. [386-H-118 dated 3-S-6S 

10,49 

6,03 

16 

.. 

45 

,. 

10,33 


40 

40 

41 

40 

40 

A 9. 386-H-l 19 dated 3-5-6S 

1,31 

89 

1 

.. 

9 

,. 

43 


7 

5 

5 

5 

5 

10. 386-H-20I dated 18-6-71 

15,75 

.. 

92 

92 

100 

too 

12,84 

1,08 

,. 





PL 480!CCC dated 20-3-75 

81,46 

,. 

81,46 

,. 




* • .. 






, PL 480 CCX: dated 3-5-76 (Wheat 

* & Rice). . 

55,69 

., 

55,69 

55,69 

,, 

, , 

,, 







PL 480 (XC 3-2-77 Soyabeen & 

Cottonseed oil (S 24.695 M) 

18,52 

.. 




18,52 

,, 

• ■ •. 






PL 480 CCC dt. 27-1-78 for Soya- 

been oil (S 27.800 M) 

24,85 


.. 

.. 

.. 


24,85 

19,80 



.. 



Exchange Variation 



33,.39 

12,29 

83 

3,76 


2,40 

22,72 

9,59 

10,58 

7,23 

6,37 

Total 

4,221,89 40,25.28 

2,43,71 

70,79 

4,83 

25,12 

56,86 

25,75 21,66,89 

1,56,66 

56,46 

61,47 

58,11 

68.44 

Loans fully drawn upto 31 -3-74 

64,74 

64,74 



U.S.S.R. 



76,83 






Loans not fully drawn : 

1. 112.5 MRCdited 9-11-57 

59,53 

47,39 


.. 



20,73 

50 56.49 

12,61 

2,25 

1,00 

1,00 

43 

2. 18 MRC dated 29-5-59 

9.52 

9.54 





2 

14,17 

Neg 

Neg 


Neg 

Neg 

3. 22.5 M RC d iled 28-9-59 

11,91 

11,89 





32 

13,25 

4.65 

1.55 


Neg 

Neg 

4. 337.5 M RC dated 12-9-59 

1,78,58 

1,6.1.17 

9,96 

7,53 

8,00 

8,25 

21,55 

2.50 1,41,26 

55,52 

17,30 

17,01 

16,68 

14,76 

5. 112.5 MRCdAlcd 21-2-61 

59,53 

62,86 

9,15 

56 

1.03 

1.25 

9,03 

1,25 31,37 

19,26 

6.88 

6.96 

6,93 

6.95 

6. Bokaro Cr. dated 25-1-65 

1,05,82 

1,60,38 

6,28 

4,24 

50 

., 


53,44 

40,32 

1.3,54 

13,58 

13,89 

13,89 

7. 300 MRC dated 10-12-66 

2,50,00 

21,21 

41,46 

13,52 

15,50 

15,50 

1,71,85 

25,75 5,97 

6.13 

2.82 

3.86 

3,56 

3.92 

8. 2 Million Tonnes wheat lo in 

dated 12-10-73 

2,02,36’ 


2.02,36 ■ 






37.48 

37,48 

51,72 

93,60 

46,29 

9. 250MRC dated 27-4-77 

2,08,32 






2,08.32 







Exchange Variation 





•• 






•• 



Total 

11,50,31 

5,41,18 

2,69,21 

25,85 

25,00 

25,00 

4,31,79 

30,00 3,92.78 

1.75,97 

81,82 

94,13 

1,35,66 

86,24 


UNITED ARAB EMIRATES 


iMUts fully drawn up to 31-3-74 -NIL- 

fMMj not fully diawn : 


1 Oil credit for $ .SO M di. 27-2-75 
2. Economic Development Credit 
for 20 M. dt. 1.3-1-76 
Exchange variaiion 

.37,50 

1500 

*• 

37,50 

15,00 

2,96 

15,00 

2,96 

•• 






. 

Total 

52,50 

•• 

55,46 

17,96 


•• 

•• 





Loans fulty drawn upro 31 -3-74 

18,18 

18,18 


YUGOSLAVIA 



20,27 

6,10 

84 11 11 J 

Loans fully drawn upto 31-3-74 

2,80,75 

2,96.82 



I.B.R.D. 




1,7.1,47 

60,36 

20,15 30,85 30.85 30,97 

Loans not fully drawn : 

Tarai Seeds Project dt. 18-6-69 
(614-lN) 

9,75 

2,.36 

• 

4,55 

2,40 

2,25 

1,35 

1,50 




Chambal Command Area Dev. 
Project dt. 19-6-74 (1011-IN) 

39.00 


7.58 

1,49 

7,50 

4,50 

26,91 

3,26 




Andhra Pradesh Irrigation & 
Command Aica Dev. Project 
dt. 10-6-76 145 M (1251-IN) 

1,08,75 




7,50 

7,10 

1.01,25 

18,75 




I. D. B. I. II for 40 M di. 10-6-75 
(1260.1N) 

30,00 




3,75 

3,75 

26,25 

7,50 




National Seed Project dt. 10-6-76 
25M (1273-IN) 

18,75 




1,50 


18,75 

3.75 




Sixth Telecom. Project dt. 22-7-76 
SOM (1313-lN) 

60,00 


13.63 

13,63 

20,25 

22,55 

36,45 

11,25 



• 

r4MGm'arat Fisheries dt. 22-4-77 
(1394.IN) 

10,50 

.. 

.. 

.. 

.. 

.. 

10,50 

1.50 

.. 

.. 

• > .. •. •. 

^Provisional 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

150M Bombay fligh OtTshorc 
tfi. 30-6-77 (1473-lN) 

U2,50 





41,25 

71,25 

52,50 







Exchange Variation 



3,98 

3,36 

8,89 

9,68 


10,12 


13,63 

3,26 

6,41 

4,60 

3,18 

Total 

6,(19.75 

2,99,18 

29,74 

20,88 

51.64 

90,58 

2,93,86 

1,08,63 

1,73,47 

73,99 

23,41 

37,26 

35,45 

34,15 

Imona fully (iru wu upto 31 -3-74 

7.55.42 

7,92 6 3 



l.D.A. 



4,23 

15,15 

6,59 

7,69 

7,69 

7,98 

IjO.ans not fully tlrawn. 

1. Bcas Hquipmeni tit. 29-6-66 
(89-lN) 

17,05 

16,45 

60 












2. iCatfana Irrigaiioii Project 
til. 9-2-70 (176-IN) 

26.25 

17,30 

8,95 

24 











3. Gujarat Agr. Ci. ill. 23-6-70 
(I9MN) 

26.25 

24,12 

2.13 












4. Punjab Agr. Cr. di. 24-6-70 
(201-lN) 

20.62 

;2 

14,45 

7,38 

4,43 

6,05 









5. Andhra Pradc:>h Agr. C‘r. 
dl. 8-1-71 (226-lN) 

18,30 

10,59 

6,22 

1,74 


1,49 









6. IV Telecom. Project dt. 3-5-71 
(241-IN) 

58,50 

28,06 

30,44 












7. 11 Power transmission 
dl. 3-5-71 (242-lN) 

54,70 

86 

49,45 

19,90 

13,62 

4,40 









8. Haryana Agr. Cr. Project dt. 
11-6-71 (249-1N) 

18,75 

6.10 

12,65 

5,70 











9. Tamil Nadu Agr. di. 1I-6-7I 
(250 IN) 

26.25 

16,58 

5,72 

3,37 

2,44 

3,94 









10. Cochin 11 PeriiliA-r dl 30*7-71 
(2(>MN) 

l.5,(K) 

5,76 

8.57 

1,IS 


W 

8 








11. Wheat Storage Project 
dt. 2.3-8-71 (267-IN) 

3,75 

10 

8.3 

6 

1,75 

1,00 

1,81 

I.SI 













___ 





—ContJ. 


No moie numing from piUaz to post 

CENTRAL BANK'S 
FERSONAL BANKING OmCER 

- FOR VARIOUS SERVICES 
ALL AT ONE DESK 
(at selected 
branches) 



Central Bonk of India 

(A Government of India Undertaking) 

The Bank that moves out to people and places 
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* 5 6 7 8 9 10 11 J2 13 14 IS 


12. Pochampad Irr. Project 
dt. 23-8-71 (268 IN) 

29,25 

16,26 

12,99 

1,26 







J3. Mysore Agr. Project dt. 7-J-72 
(278-IN) 

30,00 

8,50 

20,05 

9,53 


1,45 





14. Gorakhpur Fert. Exp. Project 
dt. 7-1-72 (279-IN) 

7,50 

2.58 

4,91 

11 







J5. XI Railway Project dt. 24-1-72 
(280-lN) 

56.25 

5.5,69 

60 








16. Mahara$htra Agr. Cr. 
dt. 29-3-72 (293-IN) 

22,50 

8,46 

14,05 

1,95 







17. Bihar Agr. Market dt. 29-3-72 
(297-IN) 

10.50 


2,06 

1.22 

3.75 

1,88 

6,57 

6,57 



18. Population Project dt. 14-6-72 
(312-IN) 

15,90 

19 

8,87 

3,22 

4,50 

2,27 

4,58 

4.58 



19. Shipping Piojeci dt. 26-8-72 
(328-lN) 

62,25 

54,05 

8,20 








20. Education Project dt. 10-11-72 
(342-lN) 

9,00 


51 

36 

1,50 

2,25 

6,23 

3,75 



21. Induscrial IX’v. Bank of India 
Project dt. 9-2-73 (356-IN) 

18,75 


7,18 

2,85 

8,42 

6,47 

5,10 

5,10 



22. Nangil Fertilizer Exp. dt. 9-2-73 
(357-IN) 

43,50 

3,05 

40.46 

40 







23. Ill Power Tr.UKiriission 
dl. 9-5-73 (377-lN) 

63,75 


37.49 

29,17 

29,18 

26,26 





24. Mysore Agr. Wholesale Mark¬ 
et Project dt. 9-5-73 (378-IN) 

6,00 


51 

47 

75 

38 

5,11 

1,50 



25. Bombay Water Supply & 
Sewerage Project dt. 8-6-73 
(390-1N) 

41,25 

48 

10,5! 

3,88 

18,75 

15,03 

15,23 

11.32 



26. M. P. Agricultuial Cr. Project 
d(. 8-6-73 (391-IN) 

24,75 

9 

24,66 

11,08 

2,08 






27. U. P. Agricultural Cr. Project 
dt. 8-6-73 (392-lN) 

28,50 

1,23 

17,15 

6,94 

9,56 

10,12 





28. V. Telecommunications Project 
dt. 25-6-73 (403-IN) 

60,00 


45,62 

18,77 

12,15 

14,38 





29. Calcutta Urban Dev. Project 
dt. J 2-9-73 (427-IN) 

26,25 


14,37 

4,92 

10,80 

5,11 

6,77 

2,78 



30. Bihar Agricultural Cr. Project 
dt. 29-11-73 (440-IN) 

24,00 


10,10 

3,46 

7,50 

3,75 

10,15 

10,15 



31. XII Railways Projeci dt. 
21-12-73 (448-IN) 

60,00 

2,94 

57,05 








32. Himachal Pradesh Apple Pro¬ 
cessing & Marketing Project 
dl. 22-1-74 (456-lN) 

9.75 


96 

96 

3,75 

2.25 

6.54 

3,75 



33. Tr.Mnbay IV Fert. Expansion 
& Plan Operation Improve¬ 
ment Project dt. 19-3-74 (481- 
IN) 

37,50 


19,03 

14,05 

17,52 

16,59 

1,88 

1,88 



34. Karnataka Dairy Dev. Project 
dt. 19-6-74 (482-lN) 

22.50 


• 14 

14 

3,75 

9,31 

13,05 

11,94 



35. Rajasthan Canal Command 
Area Development Project dt. 
31-7-74 (502-IN) 

62,25 


18,64 

2,95 

7,50 

6,13 

37,48 

7,87 



36. Sindri Fertiliser Project dt. 
18-12-74 (520-IN) 

68,25 


40,13 

31,76 

9,75 

18,75 

9,37 

9,37 



37. Rajasthan Dairy Dev. Project 
dt. 18-12-74 (521-IN) 

20,77 


20 

16 

3.75 

1.22 

19,35 

5.25 



38. M. P. Dairy Development Pro- 
iectdt. 18-12-74 (522-IN) 

12,30 


22 

22 

3,75 

2,25 

9.13 

6,80 

• • • • • • 


39. Drought Prone Areas Project 
dt. 24-1-75 (526-IN) 

26,25 


3,57 

3.00 

7.50 

6,00 

16,68 

7,50 

• • • • • • 


40. Godavari Barrage Project dt. 
7-3-75 (532-IN) 

33,75 


7.45 

5,84 

11,25 

9.13 

17,16 

11,25 

• • • • • ■ 


41. Agr. Refinancing Corpn. Cr. 
Project dt. 28-4-75 (540-IN) 

26,25 


28,03 

21,74 

19.96 

28,22 

• • 

• • • • 

• • • • • t 
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42. West Bengal Agr. Dev. Project 
dt. 28-4-75 (541-IN) 

25,50 


1.54 

1.54 

7,50 

7,50 

16,46 

7,50 . 



43. ChamlMl Command Area Oev. 
Project dt. 20-6-75 (562-IN) 

18,00 


1,88 

1.88 

5,63 

4,35 

11,77 

6,19 . 



44. Rural Blectrirication Project 
dt. 28-7-75 (572-lN) 

42,75 


80 

80 

18.75 

9,00 

32,95 

20.48 . 



45. XIII Railways Project dt. 
26-8-75 (582-lN) 

82,50 


45,03 

26,51 

23,48 

32,79 

4.68 

4,68 



46. U. P. Water Supply & Sewe¬ 
rage Project dt. 25-9 75(585-lN) 

30,00 


1 

I 

7,50 

3,75 

26,24 

10,63 . 



47. Fertiliser Sector dt. 31-12-75 
(598-fN) 

78,75 


5,25 

5,25 

18,75 

11,25 

62,25 

22,50 



48. IV Power Transmission dt. 
22-1-76 (604-IN) 

1,12,50 




3,75 

14,00 

98,50 

39.48 . 



49. Integral^ Cotton Uev. dt. 
26-2-76 (610-IN) 

13,50 




1,50 


13,50 

2,25 . 



50. M. P. Forest dt. 26-2-76 
(609.1N) 

3,00 




75 

37 

2,63 

75 . 



51. VIII Industrial Credit dt. 
25-6-73 (402-IN) 

75,00 

63,47 

11.53 







52. IX Industrial Credit dt. 
29-5-75 (474-IN) 

1,12,50 


1,12,50 








53. X Industrial Credit dt. 14-2-75 
& 7-3-75 (528-IN) 

1,50,00 


1,50,00 








54. XI Industrial Credit dt. 26-2-76 
(616-JN) 

1,50,00 


1.44.03 

1.44.03 


4,47 

1,50 

1,50 



55. Kerala Agricultuial Dc\clop- 
ment dated 1-4-77 (680-IN) 

22,50 






22,50 

2,25 



56. Orissa Agriculture dated 1-4-77 
(682-IN) 

15,00 






15,00 

1,50 



57. Singrauli Thermal Power dated 
1 . 4.77 (685-IN) 

1,12,50 





9,00 

1,03,50 

16,50 . 
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I 'Self Reliance is the need of the hour' | 

I HINDUSTAN SHIPYARD LIMITED i 

^ ( A Government of India Undertaking ) | 

^ Gandhigram : Visakhapatnam-530005 (A P.) | 

I S 

I PIONEER SHIPBUILDERS ? 

I & SHIPREPAIRERS 1 

S 5 

^ Completed successfully 25 years of service | 

^ to the Country. t 

$ s 

§ On its onward march towards achieving ! 

I self-sufficiency and self-reliance in | 

^ this life-line of the Nation. | 

I 5 

S Telegrams; SHIPYARD t 


Telex: SHIPYARD VM 227 Telephones: 7281 (10 lines) § 




^ VW W VW 'A W>f WVI#WWV\/WAA<«NAr Vt VWVW WVWUVV^eWVW WVW 

s 

\ BIG HELP 

I TO I 

SMALL-SCALE INDUSTRIES 

^ I 

f You can set up, expand or modernise your small-scale industrial unit with our S 

I liberal help. Come to us with your plans and we will turn your dreams into reality. ? 

I Our medium-term loans will help you to buy factory sheds, plants and machinery, ? 

I Short-term loans will cover the cost of raw materials and components spares and | 

I stores, processing of raw materials and marketing of finished products- | 

f For further details please contact our nearest branch. a 

i I 

I ISlpun^ob notional bonk 

^ 1 
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12 
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58. Madras Urban Dev. dated 

1^77 (687-IN) 18,00 

59. Gujarat Fisheries dated 22-4-77 

(695-IN) 3,00 

60. West Bengal Agriculture Re¬ 
search and Extension dated 

I- 6-77 (690.IN) 9,00 

61. Madhya Pradesh Agr. Re¬ 

search &. Extension dt. 1-6-77 
(712-IN) 7,50 

62. ARDC II dated 1-6-77 (715-IN) 1,50,00 

63. Periyar Vaigai Irrigation Pro¬ 
ject dated 30-6-77 (720.IN) 17.25 

64. Assam Agricultural Develop¬ 
ment dated 30-6-77 (728-1N) 6,00 

65. Maharashtra Irrigation dated 

II- 10-77 (736-lN) 52,50 

^6. Orissa Inigation dated 11-10-77 

^ (740-lN) 43.50 

67. Rajasthan Agri. Extension 

dated 14-10-77 (737-lN) 9,75 


7,70 

37,50 1,12.50 


Exchange Variation 



1,58,25 

76,63 

95,11 

47,36 

34,89 


2,08 

1,19 

1,60 

M3 

82 

Total 

33,90,81 

11,35,66 

12.26,52 

4,76,53 

5,52,38* 

3,88,02 8,83,45 

3,74,75 

4,23 

17,23 

7.78 

9.29 

8,82 

8.80 

Miscellaneous Ctedir. 


. . 



, , 




2,55 

85 

82 

82 

77 

Exchange Variation 


. . 







1 

( )7 ( 

)12 

( )13 

( y) 

Total 









2,56 


‘ 70 

69 

68 

New CI edits 





2,90,60 


T.Tojoo 







Grand Total 

1^,57,35“ 

'89,13,39 

31^2782“ 

10,54.74 

12,^758 5 

>.19,42 21,72,42 1 

rii’33T39" 

35,56,61 

10.10,29 

3,69,08 4,tK),56 A 


^iT 


’’'Includes assumed piovision of Rs. ISOcrores against credit 
agreements expected to be signed before 1-4-77 (Industrialjmports Credit 
etc.) not shown in the details of loans, as the agreements were not signed. 
Norr—The above table dees not include oil credits from Iraq. 

Grant and Commodities Assistance from friendly 
Foreign Countries and International Bodies 

(In crorcs of rupees) 


life is wnih living 
HOC makes it nKxe so 


Sr. 

No. 

Source 

Revised Estimate Budget Estimate 
1977-78 1978-79 

J. 

Belgium 

0 50 


2. 

Canada 

15 77 


3. 

1 )cnmark 

4 74 

5 80 

4. 

Federal Republic of Germany 

0 62 

5 52 

• 5. 

Iran 


4 32 

6. 

Ncthcrland.s • 

19 25 

16 93 

7. 

Norway 

5 79 • 

8 45 

8. 

Sweden 

51 41 

9 70 

9. 

U.K. 

157 50 

115 34 


International Bodic.s 



10. 

European Economic Community * 

32 27 

55 60 

11. 

International Monetary Fund 

10 31 

10 00 

12. 

UNESCO 

001 

.. 

13. 

UN Fund for Population Activities 

6 79 

11 08 

14. 

UNICEF 

1 63 

3 16 

15. 

UNDP 

0 32 

0 20 

16. 

WHO 

0 37 

1 29 

17. 

New Grants • 

•• 

129 33 


Total 

306 28 

376 92 




Indoors or outdoors, HOC brightens up your life. From the laminates 
that lend colour to your house, to the telephone you use or tne 
footwear you don, HOC Intermedia¬ 
tes make possible a variety of 
products- 

And who keeps the nation's 
wheels on the move? HOC is there 
again. Because HOC Aniline helps 
manufacture tyres and rubber 
products. Or take health. HOC 
Acetanilide is a must for Sulpha 
drugs. Crops grow disease free -- 
thanks to HOC Benzene 
Hexachloride (Technical). 

In short, almost on all fronts HOC 
is there. With chemicals and inter- I 
mediates which Include: Meta 
Amino Phenol, Formaldehyde, 

Chlorobenzenes, Nitrobenzene, 

Nitrotoluenes, Dimtrobenzene. 

Nitrochlorobenzenos, Sulphuric 
Acid, Oleum, Metanilic Acid, 

Nitrobenzene Sulphonic Acid, 3-3 
Dinitro Diphenyl Suiphone. Di|. 

Acetic Acid, Iron Sludge. Sulphite 
Sludge. Sulphur Sludge. PCHA, 

Spent Sulphuric Acid, Hydrochloric 
Acid and Carbon Dioxide. 

All the products priced just right. 

Because HOC Is committed to hold the nr.v-» ^ 

For all your requirements, please contact * tL 'm 

HINDUSTAN ORGANIC CHEMICALS LTn 

(A Government of Indie Enterprise) ^ 

81, Maharshi Karvo Road. Bombay -400002 Phones : 314271/72 
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The next time you see a 

colourful blend ofsaree, 

handbag, earrings, bindi and 

even shoes that match... think of Atul 

and the 
nation's drive 
to grow 
more food. 

Atul has nothing at all t& do with 
growing food. 

But Atul makes the nation's widest 
range of dyestuffs which help to colour 
everything around you. 

Today. India consumes some 18,000 
tonnes of dyestuffs for her various 
industries like textiles, leather, paints, 
paper, cosmetics and even food. 

If it were not for man-made synthetic 
dyes, vast tracts of fertile land would 
have to be engaged for the cultivation of 
plants like indigo and madder from 
which vegetable dyes are obtained. 

On their part, farmers would opt for 
cultivation of lucrative cash crops instead 
of food grains. 

At Atul we make a wide range of dyes 
for every need. Azo dyes, Tulathols, 
Tulabases, Sulphur Black, Disperse 
dyes. Mordant dyes. Optical Brighteners 
and many others. 

When you next see something colourful, 
think of how Atul plays a vital rela 
in your life and how this in turn holps 
the nation's drive to grow more fool. 


THE ATUL PRODUCTS LTD. 

r.O. ATUU OI»: VAL8AO. PIN: 390 020 (GUJARAT) 

T«l: 01. ex ex 04. Gram: TULA’ Atul. Talaa; Atul SR-0178-2S4. 

L 25 years of experience has made us India's giant chemi cal complex 
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Questions and answers 

Thc debate on the budget^ whether inside parliament or outside, is proceeding on 
familiar lines towards foftgone conclusions. The critics are attacking without hope 
and the Finance mrnistelf is defending without conviction. Mr H.M. Patel, of course, 
has several talking points. Is it wrong to spend more on agriculture and rural deve¬ 
lopment? If it is not, does it not follow that the annual plan outlay should be pushed 
up? If the outlay is to be increased, can it be done without the budget taking steps 
to augment public revenues? Can revenues be pushed up without resorting to a 
combination of deficit financing and additional taxation? If more taxes are to be 
levied, would it be proper to spare the income-tax assessees completely when they 
come within the relatively affluent sections of the community or is it even possible 
not to increase the burden of indirect taxation when it is the most important and 
practical source of large additions to tax receipts? 
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Export Duty on Coffee 
Reduced; Paper Output; WFP 
Dairy Proiect; Coal Reserves; 

Backward and Tribal Areas 
Development; Dynamic Role 
for Cooperative Sector; Rural 
Electrification; Rail Electri¬ 
fication Project; Foreign 
Demand for Indian Pig Iron; 

Gujarat State Financial Cor¬ 
poration; AIEi Eetimatee on 
Budget; Tax on Advertising; 

Indian Assistance for Roads 
in Afghanistan: State Bud¬ 
gets; New Initiatives of 
IFFI; Names in the News •••••» 

Company Affairs 

Cadbury India; India Steam¬ 
ship; Andhra Sugars; Usha 
Martin Black; Citurgia Bio¬ 
chemicals; Universal Cana; 

Larsen and Toubro; Arlabs; 

RathI lepat; Bharat VIjay Mills; 

Capital and Bonui Issues; 

Licences and Letters of 
Intent M«2I 

Corporation Mooting 

The Industrial Credit and Investment 
Corporation of India Ltd in 

Rocordo and Statiatieo 

Draft Plan Propaaes Four Por Cont 
Orowth In Farm Output ttS 


Thus the time-worn, if not time-honoured, series of rhetorical questions, which 
Finance ministers have b^ hurling at the hapless public ever since planning began 
26 years ago. Not that answers are not being given. As a matter of fact, they have 
been answered as steadily and regularly as thc questions have been repeated and the 
long and thc short of these answers is that there is really no means of financing eco¬ 
nomic growth and stability except through economic policies, including fiscal policies, 
which will steadily build up the savings of the community and other investible re¬ 
sources. So long as there is no such strategy of devcloproeot, budgetary exercises, 
particularly the tax parts of them, can be no different from the exertions of some 
miserable reptile trying to feed itself by swallowing its own tail. 

Jhe Associated Chambers of Commerce and Industries at its recent annual meeting 
in New Delhi tried to tell this truth in the language, naturally, of business diplomacy. 
Its outgoing president, Mr A.W.B. Hayward, in particular was at pains to point 
out that thc latest tax measures did not seem to respect the Finance minister's own 
dictum that “taxes must have an inbuilt growth potential and inherent buoyancy". 
There has always been more politics than philosophy in taxation and the grammar 
of public finance is replete with its own arcana. Nevertheless, it is common know¬ 
ledge and even more common experience that neither thc multiplicity of taxes nor 
the continuous putting up of tax rates is a reliable recipe for a dynamic tax stnicture. 
It is because this voice of reason is being ignored all the time that taxation is fast 
exhausting itself as a significant means of mobilizing additional resources for develop¬ 
ment. 

In parliament, criticism of the budget has been made, in the main, on two 
counts. The first is that the Finance minister has not done enough for agriculture in 
his financial allocations. This attack is, of course, pure demagogy. The budget 
does make large and increased provisions for many major areas of farm and rural 
development. The real issue here is whether the state governments, which will have 
to spend most of the funds, will be able to do so promptly and eificicntly in the 
immediate or the near future. Apart from the adequacy or otherwise of the adminis¬ 
trative or other organizational infrastructure, what must really worry us here is the 
prevailing political tensions and their impact on the ability of the state governments 
to address themselves to basic development programmes where new ground will have 
to be broken. 

The Janata party unfortunately has not been able to equip the governments in 
states such as Uttar Pradesh, Bihar and Madhya Pradesh, with a calibre of leader¬ 
ship tliat can command public confidence or the respect of the people. Since these 
are also the states which are vulnerable to thc kind of confrontation politics which 
the Indira Congress seems determined to practise, thc outlook for the efficient imple¬ 
mentation of plan projects or programmes in these regions is not very bright. More¬ 
over, the central government is likely to be pdagued by the contrary may 

ntiRt ir, \ I 



be projected by many state governments, 
particularly those of West Bengal, Maha* 
rashtra, Andhra Pradesh and Karnataka, 
which may decide that thne is political 
capital to be made out of non^conformism 
with New Delhi. Viewed in this context, 
Mr Patel cannot be accused of having 
erred on the side of canservatism in the 
budget outlays on agriculture or rural 
development. If, at the end of the new 
financial year, it is found that the provi¬ 
sions made for such programmes as minor 
irrigation, rural roads, water supply, dairy 
development and the promotion of small- 
scale industries have not been fully utilised 
in a productive manner, the central and 
state governments will have desired well 
of the countiy. 

The other main criticism of the budget 
in parliament has been that there has 


been no proper planning at all of the new 
levies or increases in rates in the area of 
commodity taxation, llus is. a line of 
-attadc against which the Finance minister 
has really no defence. Especially in view 
of the fact that he has had the advantage 
of the Jha committee recommendations 
on the realization of central excise taxes, 
Mr Patel has been tiredly and tiresomely 
repeating that the indirect imposts will 
not appreciably raise costs or prices. For a 
cynical public, accustomed to this kind of 
soothsaying coming after every budgetary 
exercise in raising excise duties, the 
Finance mim’ster’s contention cannot even 
have an entertainment value. The phrase 
“the cascading effi^t’* of commodity taxes 
has become far too firmly establish^ even 
in the vocabulary of the layman, thanks 
not only to the Jha committee. 


University of Houston who came to gr{ps 
with the problem and described the term 
“i^rpropriate technology” as a redun¬ 
dancy. "By our definition, if it is not 
appropriate it is not technology,” said Dr 
De Oregori. He attacked the assumption 
that technology means "material gad¬ 
gets”. If the gadgets fail, then the god of 
technology is supposed to have failed. 
Said Dr De Gregori: "The very terms 
used beg the question. Appropriate tech¬ 
nology is appropriate to what? Intermedi¬ 
ate technology is intermediate between 
what, that technology which is too big 
and that which is too small? And why is 
small beautiftil?” Instead of a theory of 
appropriate technology, what is needed is 
a conceptualization of a theory of techno¬ 
logy as a problem solving process that 
thereby embodies the concept of appro¬ 
priateness within it, added Dr De’ Oregori. 
He saw nothing humane about choosing 
less efficient means for problem solving. 
In his view, societies deeply committed to 
past binding traditions are the ones most 
deeply mired in poverty. It is the societies 
attuned to the principles of science and 
technology which have gone the farthest 
in eliminating poverty and many diseases. 

basic value questions 

Dr K.K. Murthy from NIUE, Bombay, 
drew attention to the shattering of the 
belief that change was progress, that the 
new was better, that fulfilment will come 
with affluence. Increasingly it was dawn¬ 
ing upon mankind that resources were not 
infinite, that markets were not necessarily 
open and that technology was always a bles¬ 
sing. He put forward the thesis that "the 
answer to the present predicament lies 
neither with the technological optimists 
nor with the neo-Malthusians, but in "the 
resolution of basic value questions about 
man’s place in nature and the meaning of 
human life.” And the solution oiTered by 
him was in the improvement of human 
values through "elimination of greed, 
pride and violence”. So, what had started 
as a discussion on the economic plane 
ended in an entirely different domain. 

While the debate on the efficacy of 
appropriate technology continue, there 
are agencies all over the world which 
have drawn attention to the difibrence 
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Appropriate technology & 

industrial development 


The industrial policy of the Janata 
govern ment announced in December last 
year advocated elTective promotion of 
cottage and small-scale industries *'widely 
dispersed in rural areas and small towns'*. 
It extended the list of industries reserved 
for the small-scale sector from 180 items 
to 500 items. The basic aim of the new 
policy, it was stated, was to change the 
policy adopted by the earlier Congress 
government which had laid stress mainly 
on large industries neglecting cottage 
industries completely and relegating small 
industries to a minor role. The previous 
regime was also blamed for not encour¬ 
aging the development and application of 
technology appropriate to the socio-eco¬ 
nomic conditions prevailing in the country. 

At a recent seminar held in the capital 
under the auspices of the United States, 
Information Services where both Indian 
and American specialists participated, the 
question of appropriate technology came 
up for a full debate even though the sub¬ 
ject under discussion was "Technology, 
Development and Social Change". Dr A. 
Ramachandran, secretary to the govern¬ 
ment of India department of Science 
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and Technology, posed the question as to 
how the element of dynamism could be 
injected into traditional societies without 
the consequential social upheaval. He 
argued that if the fears about *'environ¬ 
mental imbalances’* due to technological 
advances were well founded, then the 
only option left was to control technology, 
and it would be up to the sociologists to 
prepare blue-prints for a society in which 
industrial production and the appl.'cation 
of technology is under direct social cen- 
trol. He further said that values being 
subordinate to technique, it was for the 
social scientists to study in depth the 
mechanisms that would allow the develop¬ 
ing societies to maintain social equilibrium 
while furthering technological advance. In 
short, he wanted the third-world countries 
to chart their own courses of action 
while determining the choice and applica¬ 
tion of technology in their own processes 
of industrialisation. In this way, instead 
of providing a direct answer to the ques¬ 
tion of appropriate technology, he passed 
the responsibility in this regard on to the 
social scientists. 

It was Dr Thomas R. De Oregon of the 
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between the modern and appropriate 
technologies in specific cases. One such 
example is the World Bank’s effort to 
develop a manually-operated hand^pump 
for lifting irrigation water. The diesel 
pumps currently available cost about 
$1300 a piece and create maintenance pro¬ 
blems. The new irrigation pump which is 
at the prototype stage is made of cheap, 
corrosion-resistant plastic and will cost 
not more than $100. Since it will work 
with human labour, it will not need any 
ftiel and will thus put no strain on the 
country’s foreign exchange resources and 
the world's energy problem. The USA 
has also taken interest in the evolution of 
appropriate technology; it has set up a 
non-profit corporation—AT International 
—for this purpose. 

Broadly, the participants agreed with 
Dr De Gregori that technology is a pro- 
cess and that it does not consist in imita- 


tion or transfer without regard to the 
capabilities of the recipient. The aquisi- 
tion of jumbo jets by some of the newly- 
free countries in Africa is hardly advisable 
because they do not have either their own 
teams of pilots or the engineers to service 
them. Again, it is wrong to look at appro¬ 
priate technology as anything more than a 
tool to solve a problem at a point of time. 
The whole question of appropriate techno¬ 
logy needs to be looked at in the context 
of the goals set. In certain situations such 
as the establishment of electronics indus¬ 
try, the most sophisticated technology 
could also be the most appropriate tech¬ 
nology. To say that the primitive, out¬ 
moded technology is the most suitable for 
developing societies is an open invitation 
to the perpetuation of poverty. In the 
name of creating increased employment 
opportunities for the unemployed, it could 
permanently land a developing economy 
into the mire of poverty. 


The budget deficit 


The emergence of an overall deficit of 
Rs 975 crores in the revised estimates for 

1977- 78 as compared to Rs 84 crores 
(Budget) and a formidable deficit of Rs 
1,396 crores in the budget estimates for 

1978- 79 had a jolting effect on the stock 
market initially as it was feared (hat the 
budgetary position of the central govern¬ 
ment had deteriorated seriously and res¬ 
trictive measures might be adopted by the 
Finance minister for controlling infla- 
tion;iry pressures apart from savage addi¬ 
tional taxation. A closer scrutiny of the 
budget estimates, however, indicates that 
the central exchequer was in a comfort¬ 
able ways and means position in 1977-78. 

As the Finance minister, Mr H.M.Patel, 
has explained, the enlargement of. the 
deficit to Rs 975 crores in the current year 
(1977-78) is mainly due to the decision to 
avoid taking credit for a loan of Rs 800 
crores from the Reserve Bank out of 
foreign exchange reserves. It had been 
hoped that there would be a drawing 
down of these reserves, with an excess of 
imports over exports and the rupees with¬ 
drawn from circulation against the pur- 
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chase of foreign exchange by importers 
could be utilised by the government for 
budgetary purposes. What was contemp¬ 
lated was the use of counterpart funds 
generated by larger expenditure in foreign 
exchange. As the expectations in this 
regard did not materialise it was decided 
not to take credit for Rs 800 crores as 
loan from the Reserve Bank as slated 
above. 

The Finance minister has wisely avoided 
takingcreditfor this loan as in the absence 
of net withdrawal from foreign exchange 
reserves there would have to be expansion 
of. currency against foreign securities 
which would have the same effect if cur¬ 
rency had been expanded against ad hoc 
securities. The decision in this regard 
should have been taken only recently as 
the Reserve Bank had laid the ground for 
any technical adjustments that might be 
proposed by the government by transfer¬ 
ring foreign securities for about Rs 700 
crores to the Issue department from the 
Banking department in the latter half of 
1977. The expansion of currency had 
already been effected for normal purposes 
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and for meeting also the requirements of 
the government. It has been thought ad¬ 
visable to adopt a straight approach 
and not camouflage the budget deficit by 
bringing it down to Rs 175 crores after 
taking credit for Rs 800 crores. 

An analysis of the deficit, however, 
reveals that the over-run in expenditure 
was not on central account. Actually, 
even with a shortfall in tax receipts by 
Rs 100 crores aggregate revenue receipts 
are estimated to be higher by Rs 236 
crores. The increase in expenditure was 
of the order of Rs 256 crores and it has 
been explained that there was no signifi¬ 
cant rise in non-Plan expenditure even with 
the grant of additional dearness allowance 
to employees, larger subsidies and the 
like. In fact, the bulk of the increase was 
due to a larger outgo ofRs 2,101 crores 
by way of grants-in-aid against Rs 1,914 
crores (budget). The revenue surplus is 
therefore lower at Rs 35 crores against 
Rs 55 crores. It is unlikely that there will 
be any shortfall in tax receipts especially 
as there is a drive for collections and 
some advantage also will accrue to the 
government out of the new excise levies 
now proposed by the Finance minister, 
which have become effective immedia¬ 
tely. 

main uptat 

The main upset however has come about 
because of a big increase in capital dis¬ 
bursement and a shortfall in receipts due 
to considerably reduced net foreign aid 
and the decision to avoid taking credit for 
the loan of Rs 800 crores, as stated above. 
The shortfidl in capital receipts would 
have been more pronounced but for an 
increase in the net amount mobilised 
through open market loans to the extent 
ofRs 183 crores. The actual amount 
raised could have been much more as the 
money market had been extremely com¬ 
fortable in February and March and in 
1976-77 there were two reissues for Rs 100 
crores in February 1977 and again two 
reissues for Rs 85 crores in March 1977. 
The reissues could have easily been for 
Rs 300 crores in February/March this 
year, in which case the deficit could have 
been reduced to Rs 675 crows. However, 
the Finance ministry has desired to 
husband available resources and take a 
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larger credit for net borrowing in 1978-79 
to which reference will be made later. 

The deliberate decision to leave an un¬ 
covered larger deficit of R$ 97S crores, 
may also be due to a feeling that the re¬ 
vised estimates of receipts will be higher 
when the accounts are finalised. It is not 
clear why net foreign aid has been taken 
only at Rs 48 i crores against Rs 894 crores 
(budget). The actual receipts may be of 
much larger dimensions. With the possi¬ 
bility also of larger revenue receipts, ag¬ 
gregate revenues may be higher by Rs 300 
crores. It will, therefore, be seen that the 
deficit has been exaggerated considerably 
especially as there will also be a larger 
contribution from the Railways, and a net 
reduction in its indebtedness, in the final 
accounts. Apart from these factors which 
have been responsible for giving frighten¬ 
ing Impression of the overall deficit for the 
current year, it is pertinent to point out 
that the net debt burden of the central 
goii-erument has not increased significantly. 
This is because there is a provision of Rs 
100 crores as technical credit to countries 
conducting trade on a rupee payment basis. 
This amount will be reimbursed over a 
period as credits are provided only for 
meeting difficulties that might arise when 
there are temporary deficits for the im¬ 
porting countries. 

centre’s deficit 

A sum of Rs 190 crores has also been 
mobilised on account of increasing stocks 
of supply. Again, additional assistance 
for Rs 414 crores has been extended to 
state governments. The increase on these 
counts alone is Rs 704 crores. The centre's 
share of the enlarged deficit is therefore 
only Rs 271 crores, and this could have 
been easily wiped out with larger net bor¬ 
rowing. Even otherwise the actual deficit 
may be very much less as in previou.s 
years due to larger receipts and shortfalls 
in expenditure. 

The larger gap in 1977-78 has naturally 
resulted in emergence of a considerably 
enlarged deficit in 1978-79 especially as 
the revenue receipts are depressed. It has 
also been decided to avoid taking credit 
for loans in foreign currency from the 
Reserve Bank. The target for net borrow¬ 
ing through open market loans could have 
been fixed much higher while there is 


reaison to believe that the estimates of re¬ 
venue have been conservatively framed. 
!%€ increase in the Plan outlay and larger 
central assistance besides a higher level of 
Defence expenditure have of course been 
responsible for larger revenue and capital 
disbursements. It remains to be seen 
whether the Plan outlay for Rs 11,649 
crores in the centcal and state sectors will 
be achieved in 1978-79 when the Finance 
minister has admitted that there was a 
shortfall of Rs 230 crores in the central 
account in 1978-79. While it remains to 
be seen what has been the actual outlay in 
1977-78, the larger allocations can be uti¬ 
lised in 1978-79 only if government 
machinery is suitably geared for this 
purpose. 

In view of the scope for large receipts 
and difficulties in effecting disbursements, 
Mr Patel could have refrained from resor¬ 
ting to massive taxation as some of the 
imposts are unscientific in character and 
will lead to price distortions. The excise 
duty on coal yielding Rs 58 crores has no 
justification and a straightforward increase 
in coal prices would have been excusable 
after the collieries have taken measures to 
increase productivity and achieve econo¬ 
mies. The impact of higher coal prices on 
industries will be the same whether a duty 
is levied or higher prices are charged. The 
duty of two paise on electricity is wholly 
unimaginative as the states are sore about 


It is a pleasant surprhe, indeed, to know on 
the authority of the'Chairman of the Indian 
Mining Association that the coal raisings in this 
country during the year 1947 were over three- 
quarters of a million tons higlier than in the pre¬ 
vious year totalling over 30 million tons. To a 
country desperately short in industrial, agricul¬ 
tural and almost in every other sphere of pro¬ 
duction, this note of optimism with regard to a 
basic induslry has more than a passing impor¬ 
tance. It will be, one hopes, a turning point. It is 
also reassuring to learn from the same authority 
that In all the moire important aspects of the 
industry there was better and closer co-operation 


this levy. Besides, the incidence is extie- 
mely regressive as it creates serious difficu- 
Itips for the producers of caustic soda, 
calcihm carbide, aluminium and other 
items requiring large quantities of power. 
While it is not clear how the duty will be 
levied and the increase in costs can be 
passed on to the consumers, the cement 
and fertiliser units are worried about the 
adjustments in selling prices as the con¬ 
currence of the government is needed. 

Similarly the surcharge of five per cent 
on basic excise duty is wholly irrational 
as it heightens the anomalies that already 
exist. It is, therefore, expected that the 
government will make some concessions 
during the debate on the Finance Bill and 
the harsh features will be modified though 
not eliminated. It must of course be 
stated that the abolition of levy on interest 
income derived on bank advances was 
completely unexpected ns heavy loss of 
revenues is involved. The follow-up 
action in respect of a lowering of lending 
rates has been quickly taken by the 
Reserve Bank and even adjustments have 
been made in deposit rates. This move 
has given rise to the feeling that there 
will be a retreat from dear money and the 
industries can hope to effect considerable 
savings in interest charges on working 
capita] and even on term loans. 

The Finance minister can, therefore, 
prune his lax proposals to afford a relief of 


and understanding between all those concerned, 
including the government departments. The 
industry has its own pack of stresses, strains and 
difficulties, but could work smoothly in spite of 
them on account of (he mutual adjustment re¬ 
ferred to above. The problem of despatches of 
coal from the pit-heads was one of those strains 
which agitated the industry earlier during the 
year and the functioning of the Railway depart¬ 
ment came to be criticised sharply in that con¬ 
nection. Over the year, it would appear, despat¬ 
ches were four and three-quarter million tons 
below raisings, but since August the position is 
given to have changed appreciably for the better. 
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fts 200 crorcs. It ba$ of coarse been 
{K>mtcd out that the bike in the rates of 
oompulsory deposit will tnake a mockery 
of even the meagre concessions for inccea- 
ing approved savings while there is no 
justification for amending the provision 
relating to reinvestment of long term 
capital gains which came into effect only 
in 1977-78. Even if the deficit increased 
to Rs ],2S0 crores from Rs 1,050 crores 
as a resplt of fresh concessions, the even¬ 
tual deficit may be considerably less. 
The target for net borrowing can be much 
higher than Rs 1,650 crores as the banks 
alone can invest Rs 1,500 crores in central 
government securities. If the impoun¬ 
ding of 10 per cent of incremental depo¬ 
sits could be discontinued and the cash 
reserve ratio also reduced, the banking 
system could provide even Rs 2,000 
crores while the LIC and other institu¬ 
tions would have large investible resources. 

Gold sales can fetch Rs 400/500 crores 


while there can be larger additions (o 
postal deposits with the better attraction 
in interest rates. As there will also be a 
shortfall in expenditure the actual deficit 
will not be forbidding in any sense. The 
only difficulty will relate to the use of 
foreign exchange reserves. It is needless 
to say that a substantial increase in 
imports can be achieved only if there is 
higher level of economic activity and the 
pool of goods and services has to be 
augmented with an improvement in 
industrial activity, and a larger demand 
for consumer goods. Mr Patel has no 
dearth of resources and there is no need 
for savage taxation. What is needed is 
a dynamic policy for using available 
resources fruitfully and hastening 
economic development. In this process 
additional resources can be raised and the 
spread effects can be truly favourable and 
equitable. 


Impact on exports 


The Finance minister emphasised in his 
budget speech the need to step up exports 
substantially even though the foreign ex¬ 
change reserves continue to show a rising 
trend. He said that the balance of pay¬ 
ments remained strong but export growth 
had slackened considerably due mainly to 
the sluggishness in the world economy, a 
steep decline in some commodity prices 
and fall in the demand for certain pro¬ 
ducts. He suggested that wc should 
strengthen the export o.'ganisation that 
had been built up and the image that had 
been created while, at the same time, im¬ 
proving the competitiveness of our ex¬ 
ports. It seems strange therefore that 
while the minister stressed the importance 
of enhancing our export image, he has 
withdrawn the weighted deduction in 
respect of expenditure incurred on the 
development of export markets. He said 
that he did not see ‘‘adequate justifica- 
tion'* to subsidise such expenditure by the 
grant of weighted deduction. This facility 
had considerably helped our export 
industries to find new markets for tradi¬ 


tional goods and promote the export of 
a wide range of non-traditional goods. 

Mr Pate) himself admitted that the 
*‘export demand has sustained to signi¬ 
ficant extent industries such as engineering, 
leather, iron and steel, textiles and sugar" 
and he referred to the “relative freedom 
and manoeuvrability which growing ex¬ 
port earnings have given to policy 
making’*. The government of India 
recently liberalised the release of foreign 
exchange for export promotion tours. 
Itj’s unfortunate therefore that the Finance 
minister has now made it difficult for 
industries to intensify their export drive. 

The Finance minister spoke about the 
‘‘excellent market for Indian gold jewel¬ 
lery abroad "and he announced thegovern- 
meoFs decision to introduce a simplified 
scheme for encouraging its export and to 
permit the import of gold or its sale from 
government stocks at international prices. 
Indian jewellery is sold in several countries 
of Europe, America and Asia and, with 
better publicity and imaginative sales pro¬ 
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motion, it should be possible to step its 
export especially to west Asia. The dis¬ 
continuance of the weighted deduction on 
expenditure on exports therefore is all the 
more inopportune. 

It would have been unrealistic to expect 
the Finance minister to provide tax con¬ 
cessions to specific industries for export 
promotion when he is faced with a huge 
deficit in the budget. But he should have 
given at least a strong stimulus to indus¬ 
tries to enable them to step up production, 
cut costs and improve their competitive 
capacity. Industrial production in 1977-78 
is estimated to show an increase of only 
five to six percent which is much less than 
in 1976-77. This is attributed mainly to the 
scarcity of power and the increasing labour 
unrest. But it has also been caused by 
the lack of demand for the products of 
several industries. It is worth noting 
that the decline in industrial production 
in certain sectors has affected the exche¬ 
quer. In the revised estimate for 1977-78 
the revenue from income and corporation 
taxes shows a shortfall of Rs 36 crores 
and (he union excise duties arc likely to 
yield Rs 140 crores less than the budget 
estimate of Rs 2336 crores and Rs 4593 
crores, respectively. 

accelerating growth 

Mr Patel said that wc could not bo 
satisfied with the present rate of growth of 
ioduslridl production and he stressed the 
need for accelerating it. This is essential’ 
not only for generating more employment 
and more revenue and for maintaining 
price stability but also for augmenting 
exports. If industrial production docs not 
pick up rapidly and substantially, it may 
result in shortage and affect exports. But 
it is feared that the increase in the excise 
duty on a wide range of goods, particularly 
the levy on coal and electricity, is likely to 
hurt production, inflate costs, and ultima¬ 
tely have an adverse impact on the com¬ 
petitiveness of many of our industries. 

The minister said that he had taken 
note of “the significant suggestions" in 
regard to customs duties made by the Jha 
committee and that, as a measure of relief 
and in order to bring down capital costs, 
he h:id reduced the customs duties of 
capital equipment, not produced indige- 
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nously, from the current level of 40 per 
cent to 25 per cent. But this reduction ap¬ 
plies only to certain items of machinery for 
leather and garment industry, for oil ex¬ 
ploration, and some categories of machine 
tools, testing machineries and instruments. 
The loss of revenue on account of this 
reduction in import duty is Rs 9 crores a 
year. 

In the revised estimate for 1977-78, the 
yield from customs revenue is expected 
to show an improvement of Rs 52 crores 
over the budget estimate of Rs 1728 
crores. Therefore, surely, the Finance 
minister could have lowered the import 
duty on more capital goods so that the 
industries concerned, especially the export- 
oriented ones, would have the incentive 
and the resources to carry out their 
schemes of modernisation and expansion. 

The budget has increased the total 
outlay on the annual plans to Rs 11,649 
crores in 1978-79 from Rs 9,960 crores in 
the preceding year. The outlay on agri¬ 
culture has been raised by Rs 490 crores 
to Rs 1,754 crores and on fisheries from 
Rs 33 crores to Rs 61 crores. The larger 


provision for these activities should help 
to improve production and increase the 
availability for exports of various kinds 
agricultural and marine products, 
provided the funds are utilised promptly 
and effectively. Mr Patel spoke of the 
“leisurely pace” of execution of electricity 
projects. He should therefore take 
special care to ensure that the plan outlay 
does produce a beneficial impact both in 
the industrial and the agricultural sectors. 

Mr Patel stressed the need to review 
and reduce the various subsidy payments 
in the light of their continued relevance 
in the present economic situation. But, 
so far as exports are concerned, caution 
is necessary while cutting or stopping the 
subsidy. The government is, of course, 
justified in doing so where industries can 
compete on their own but where it be¬ 
comes difficult to sell the goods abroad 
and the potential for export is large, 
subsidy should not be grudged merely on 
revenue consideration. Mr Patel revealed 
that non-plan expenditure, excluding 
defence, is likely to exceed the budget 
estimate of Rs 5,436 crores by 118 crores, 
of which Rs 84 crores is under export 


promotion. He attributed this mainly to 
“a spill over of payments pertaining to 
lft76-772and the introduction in the current 
year of a system of quicker disbursement 
of assistance to exporters”. It is good to 
hear of the government’s proposal to 
ensure prompt payment of assistance to 
exporters. It remains to be seen to what 
extent exporters will actually benefit by 
the new procedure. 

Mr Mohan Dharia, the Commerce 
minister, recently said due to the protec¬ 
tionist policies followed by developed 
countries, the exports of several items 
such as iron ore and textiles had not 
reached their potential and that the con¬ 
tribution of capital goods to the total 
engineering goods had not displayed any 
significant upward trend. There is there¬ 
fore an imperative need for government 
and industry to work in close cooperation 
with each other in achieving a higher rate 
of growth in exports. So far as the 
government is concerned, it is particularly 
important that the union ministries of 
Finance and Commerce should function 
with proper understanding in all matters 
relating to export promotion. 
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CAPITAL'S 

CORRIDORS 

R. C. Ummat 

NDC deliberations • Patel defends budget 
proposals • Electricity generation costs 


Did the National Development Council 
which met here last week-end to approve 
the new five-year Plan, envisaged to be 
implemented with effect from April 1, do 
so? The press reports suggest that the 
Plan was not fully adopted by the NDC 
and it has to be reviewed further. The 
Planning Commission, on the other hand, 
has stressed that the NDC approved the 
basic objectives behind the Plan. 

Ostensibly, the press reports contradict 
the claim of the Planning Commission. A 
closer scrutiny, however, shows that the 
contradiction is more apparent than real. 

incomplete document 

A perusal of the documents released on 
Monday reveals that the draft Plan as 
placed before the NDC, after being 
approved by the union cabinet, was not a 
complete document. It contained only 
the basic philosophy behind the Plan and 
the overall framework and sectoral alloca¬ 
tions. The state-wise break-ups of the 
overall sectoral outlays were not there in 
it; they have yet to be decided upon in 
consultation with the state governments. 
This can be done only when the report of 
the seventh Finance Commission, which 
is currently going into the question of 
central assistance to the states for Plan 
purposes, is available. In such circum¬ 
stances, it was presumptuous to assume 
that the next Plan could be adopted by 
the NDC in its entirety. 

A new dimension, however, was added 
to tho postponement of the adoption of 
the Plan beyond the first year’s pro¬ 
grammes, which had already been finalis¬ 
ed in the recent months after discussions 
with the state governments, as they had to 
be launched with effect from April 1, by 
the plea of several state chief ministers 


for a thorough review of the centre-state 
fiscal and financial relations. 

Another meeting of the NDC will, 
therefore, be held later this year to adopt 
the Plan. By that time not only the state- 
wise break-ups would have been decided 
upon and the report of the seventh Finance 
Commission would be available but also 
a special committee of the NDC, agreed to 
be set up at the last week’s meeting to 
consider in depth the draft Plan and the 
centre-state financial and fiscal relations, 
would have reported. 

That the centre-state financial and fiscal 
relations dominated the discussion of the 
NDC meeting was hardly surprising in 
view of the changed political situation m 
the country. As mentioned earlier in this 
column a couple of weeks ago, several 
state chief ministers have been pleading 
for greater financial autonomy, the pro¬ 
minent among them being those of West 
Bengal, Jammu and Kashmir, Kerala, 
Tamil Nadu, Karnataka and Andhra 
Pradesh. They have also received support 
for this plea from the chief minister of 
Punjab, though his party is at present 
aligned with the Janata party. 

CMs' meet 

Addressing newsmen after the meeting 
of the NDC, the chief ministers of Punjab 
and West Bengal disclosed that the chief 
ministers and Finance ministers of about 
a dozen states would meet in a convention 
some time towards the end of next month 
at Chandigarh to deliberate upon the 
fiscal and financial relations between the 
centre and the states. The plea for greater 
fiscal and financial autonomy for the 
states is based on the feeling that the 
existing arrangements are heavily weighted 
in favour of the centre. Although the 


prime minister, Mr Morarji Desai, asserted 
that the strength of the states lay in the 
strength of the centre and that of the 
centre in that of the states and the exist¬ 
ing arrangements regarding fiscal and 
financial rights of the states and the centre 
had been arrived at after periodic best¬ 
owing of thought on the issue by the 
several finance commissions and the 
Administrative Reforms Commission, he 
yielded to the plea of the state chief 
ministers for a review of these rights in 
the best traditions of democracy. 

Some chief ministers also criticised the 
concept of rolling plan on the ground that 
it would provide an alibi for making 
changes in targets and allocations. The 
prime minister, however, stressed that the 
new concept would instead strengthen the 
planning process and make it more flexi¬ 
ble and credible. 

basic objsctivss 

The NDC endorsed the basic objectives 
of the new five-year Plan, which are elimi¬ 
nation of unemployment in the next ten 
years, significant increase in the standard 
of living of the people below the poverty- 
line, provision of a large number of public 
goods and services to the masses with a 
distinctively rural bias and continuous 
progress towards self-reliance. It approved 
increases in the allocations for agriculture, 
rural development, irrigation and power 
and rural, village and small-scale indust¬ 
ries. These larger allocations alone, it 
however observed, would not benefit the 
poorer sections automatically unless neces¬ 
sary institutional and administrative 
changes were made to ensure that the 
benefits, indeed, reached those for whom 
they were intended. 

The new Plan, as it stands at present, 
proposes a total outlay of Rs 116,240 
crores, of which the public sector outlay 
would Rs 69,380 crores. The rate 
of growth envisaged during the Plan period 
is 4.7 per cent per annum. It is expected 
that potential would be built up by the 
end of the Plan for an annual growth of 
5.5 per cent. 

The highest priority in the Plan has 
been accorded to the employment-intensive 
and self-employed sectors and on making 
other sectors more labour-intensive. To 
achieve this, the Plan envisages higher 
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agricultural growth to be brought about 
by enhanced major, minor and medium 
irrigation facilities, increase in farm inputs 
such as seeds, fertilisers, etc, command 
area development, watershed management 
approach and extension work to ensure 
optimum use of land and water. Besides, 
it would stimulate such activities as dairy¬ 
ing and fishing. The mechanisation of 
farming is proposed to be regulated in 
such a way that employment opportunities 
are not cut into by capital-intensive 
methods. Concerted elTorls arc to be made 
for the development of rural, village and 
small-scale industries. 

With a view to organising the poor so 
that they can understand their rights, the 
landless and the poor are envisaged to be 
associated with the decision-making bodies 
and special care is proposed to be taken 
to sec that the scheduled caste and tribes 
get their due share. This, it is rccogni.sed, 
might require certain institutional changes 
in favour of the poor and the small 
farmers. Emphasis is also to be laid on 
the implementation of land reform 
measures and on up-dating the land 
records so that many complaints which 
have prevailed in the past in this regard 
disappear in the future. 

It is expected that the employment 
opportunities in terms of man-years would 
grow during the next Plan period at the 
rate of five per cent per annum. The total 
number of jobs created would be around 
49.26 million man-years. This would not 
only absorb the annual increase of the 
labour force but also clear gradually the 
past backlog of employment. Half of the 
jobs, it is hoped, would accrue in the agri¬ 
cultural sector. To facilitate agricultural 
development as well as the growth of the 
rural sector, an outlay of Rs 4,000 crores 
has been suggested for the construction of 
roads, provision of drinking water facili¬ 
ties, primary and adult education, etc. 

public sector outlay 

The overall public sector outlay in the 
next Plan is envisaged to be 75 per cent 
more than during the current Plan in line 
with (he philosophy behind the new Plan. 
The investment in agriculture, rural deve¬ 
lopment, irrigation, power and village and 
small industries is proposed to he doubled 
from the current Plan’s level. In the case 


of large-scale industries* the increase in 
outlays would be of the order of 30 per 
cent. Agriculture, minor irrigation and 
industries, it is felt, will also benefit to a 
significant extent from private investment. 
A good deal of emphasis has beeh placed 
in the Plan on the extension of social 
services. 

As regards the resources for financing 
the Plan, the savings of the community 
are expected to be pushed up from 19.8 
per cent at present to 23.4 per cent by the 
end of 1982-83. A large part of the new 
savings is envisaged to accrue in the public 
sector. Domestic savings are expected to 
go up by only one per cent. The success¬ 
ful financing of the Plan, it is recognised, 
would depend on the improvement of 
public enterprises, both at the centre and 
in the states. On an average, they are 
envisaged to yield the same return as is 
considered reasonable for private enter¬ 
prises. 

The element of foreign aid in the next 
Plan is envisaged to be much less than in 
ths current Plan. It is, however, proposed 
to draw upon the past accumulated foreign 
exchange reserves to the extent of Rs 1,200 
crores. The resource mobilisation by the 
government visualised in the Plan docu¬ 
ments is of the order of Rs 13,000 crores. 
(See details in Records and Statistics 
section.) 

« * 

Even though (he Finance minister, Mr 
H.M. Patel, did not hold out directly, 
while replying to the general debate on the 
budget in the Lok Sabha, any promise of 
making concessions in his next year’s 
budget proposals, which were presented 
to parliament on February 28, his obser¬ 
vation that he had not been able to deal 
with the many constructive and valuable 
suggestions made by the members of the 
ruling party as well as (he opposition and 
that these would receive his most careful 
consideration should imply . that some 
adjustments in his taxation measures can¬ 
not be completely ruled out. It, indeed, 
was too early to expect any concessions 
from the Finance minister in his reply to 
the general debate on the budget. Such 
concessions can normally be expected at 
the time when the finance bill is taken up 
for consideration or during the course of 
'tho debate on the bill. If one goes by the 


tenor of ibe Finance misffiter’s reply^ it 
will be erroneoits, however* to construe 
that some large-scale modifications in his 
propdsals would follow, 

Mr PateTs reply to the general debate, 
as conid be expected, dealt primarily with 
the major policy issues and the general 
philosophy behind the framing of the 
budget. He expressed regret-—and even 
surprise—at the criticism that his budge- 
tary measures did not provide specifically 
anything for increasing employment in the 
country. He conceded that he had not 
indulged in any theatrical performance by 
proposing a crash programme for employ¬ 
ment, but pointed out that the orientation, 
he had given to the next year’s Plan pro- 
grammes through significant increases in 
the outlays on agriculture and allied pro¬ 
grammes, operation flood, power and 
rural electrification, development of fishe- 
ries, rural infrastructure, irrigation and 
rural, cottage and small-scale industries, 
were designed to foster employment. His 
budget, he stressed, aimed at generating 
additional employment of the order of 
about 25 millions. 

improving productivity 

The Finance minister asserted that the 
solution to our employment problem now 
lay primarily in improving productivity 
and production in the rural areas. Till 
now the progress of private industry in 
our country, he said, had been dependent 
upon the public sector’s performance and 
import substitution. The slack in public 
sector investment due to a variety of 
factors and the exhaustion of import subs¬ 
titution possibilities had made the pros¬ 
pects of industry uncertain. Public in¬ 
vestment certainly had picked up and 
would continue to do so, but in place of 
import substitution, a new stimulus to 
growth was necessary. The new growth 
impulse could come only from the growth 
in the rural sector. 

Mr Patel indicated that the new strategy 
of area development, the outlays of 
which were being worked out by the 
Planning Commission, would cover 
2,000 blocks in the country in the next 
five years, along with the other develop¬ 
mental eiforts in the rural sector. This 
would result in the small and marginal 
farmers becoming more productively 
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occupied and the landless labourers find¬ 
ing more employment opportunities. 
This undoubtedly could have a multi¬ 
plier effect on the economy. He, however, 
agreed that the increased emphasis on 
rural development required a tremendous 
amount of organisational effort. 

The Finance minister brought out 
effectively the contradictions in the oppo¬ 
sition’s criticism about the proposed out¬ 
lay on the next year's plan and the huge 
deficit left uncovered in the central bud¬ 
get. The increase in developmental out¬ 
lay proposed by Mr Patel for the next 
year is only 17 per cent, as against 31 
and 27 per cent, respectively, during the 
previous two years. The deficit pro¬ 
posed by him is of the order of Rs 1,130 
crorcs, which, of course, is likely to 
get diluted significantly through sales 
of government gold. Mr Patel emphasis¬ 
ed that the size of the plan outlay had 
to be determined both by the needs of 
the situation and the capacity to mobilise 
resources. Taking both these factors into 
account, he asserted that the outlay of 
Rs 11,649 crores was just about the 
right one. Percentagewise the increase 
becomes smaller with the expansion of 
the base. If percentage wise increases 
have to be maintained or improved upon 
in the successive years, the country would 
drift into disastrous inflation, he caution¬ 
ed. 

impact on price level 

Mr Patel reiterated that his budgetary 
proposals, including those concerning 
indirect taxation, would not have any 
significant impact on the price level. 
They, he stressed, would not distort the 
intcr-se balances in the economy. The 
burden of his taxation proposals would 
be very small in the case of most com¬ 
modities. The disturbances on the price 
level, he added, would depend upon the 
state of demand, the level of production 
and the efficiency with which the industry 
organised itself to reduce costs. He 
mentioned in this connection the studies 
made by his ministry which showed 
that the price level today was the same 
as in September, 1974, since when many 
excise duty changes had taken place. He 
pointed out that the critics had prefer, 
red to ignore one significant fact in asses¬ 


sing the impact of his taxation measures 
on the price level, it was the substan- 
tial saving that would accrue to the in¬ 
dustry in working capital costs as a 
sequel to the significant reduction effect¬ 
ed in interest rates. The proposed ex¬ 
cise levies on power and coal, he reiterat¬ 
ed would have a negligible cascading 
effect on most industries. He drew the 
attention of the House to the fact that the 
Jha committee had not ruled out taxation 
of inputs. 

Mr Patel pointed out—and rightly so 
—that in a developing country there was 
no escape from additional resource mobi¬ 
lisation to keep up the developmental 
effort. The burden had to be shared 
by all. Development had to be accor¬ 
ded high priority. 

effect of deficit financing 

The deficit financing proposed by him 
for the next year, Mr Patel asserted, was 
not something which could not be ab¬ 
sorbed by the economy. He reminded 
his critics that the Rs 97S crorcs deficit 
in the current year’s budget had not 
have ^ any adverse impact on the price 
level. The same, he expected, would be 
the case next year. He recalled that in 
1972-73, when his predecessor faced a 
situation similar to the one he faced this 
year on account of unauthorised over¬ 
drafts of the states, he had to resort to 
deficit financing to as much as Rs 1,293 
crores and that too in a year when in¬ 
flationary tendencies in the economy were 
strong. He denied that he had gone 
against the wishes of the prime minister 
in proposing a sizeable dose of deficit 
financing next year. His budget, he stres. 
sed, had the fiill support of the govern¬ 
ment. The net effect of the deficit in the 
central budget, he observed, would be the 
conversion of excess savings into invest¬ 
ment. 

Mr Patel stoutly defended the propos¬ 
ed sales of government gold. He pointed 
out that this gold would remain in the 
country. It would not be lost to the 
government for ever, as alleged by some 
opposition members. It would be avail¬ 
able in a situation of emergency as hap¬ 
pened in 1962 and 1965. Gold sales 
would bring down the deficit significantly. 
The sales of gold to foster jewellery ex¬ 


ports would result in providing employ¬ 
ment to a large number of craftsmen, 
besides helping in earning foreign ex¬ 
change. 

The scope for curtailing non-devclop- 
mental expenditure, Mr Patel pointed out, 
was rather limited as bulk of this ex¬ 
penditure was accounted for by defence, 
interest charges on public debt and food 
and other subsidies. Efforts, of course, 
would be continued vigorously to con- 
tain non-development expenditure. 

The Finance minister strongly refuted 
the allegation of the opposition that the 
economy was drifting under the Janata 
party’s regime. He pointed out that the 
price situation had stabilised, agricultural 
production was going up, exports were 
showing encouraging trends, foreign ex¬ 
change position continued to be good, 
etc. 

The budget proposals, Mr Patel em¬ 
phasised, aimed at reducing income dis¬ 
parities through improving incomes at 
lower rungs. They were not oriented 
towards favouring the higher-income 
groups. He refuted the charge that the 
abolition of sales tax had the objec¬ 
tive of helping profiteers, hoarders and 
black marketeers. The aim was to ob¬ 
viate inconvenience and harassment caus¬ 
ed by sales tax to trade and industry as 
well as consumers. The states would have 
to be compensated for the loss of this 
revenue. 


The cost of electricity generation of at 
least four coal or gas fired power projects 
in the country currently is higher than that 
of the Tarapore and Ranapratapsagar 
nuclear stations. Whereas the cost of 
generation of sent out power at Tarapore 
and Ranapratapsagar is 10.88 and 12.67 
paise per KWh, it is as high as 18.84 
paise at Kothagodam B project, 17.83 
paise at Badarpur, 14.265 paise at Indra- 
prastha station and 13.93 paise at Dhuva- 
ran. The generation cost for sent out 
power at the Neyvcli (lignite-fired) project 
is estimated at 18.02 paise per KWh. The 
coal-fired thermal projects at Durgapur 
and Nasik are incurring a generation 
cost of 11.13 paise and 12.14 paise per 
KWh, respectively. Telling figures in¬ 
deed I 
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lOL technology takes US on to t(m>n^ 


Many ytan ago lOL ploMerad tha 
manufaetura of oxygan and otfMr gaaaa in 
India. Tha technology aaaoeiatad with thair 
laa haa ushaiad bi a nvatutkm for many 
Induttitoia i 

Aa wortd tacimalegy davaloaiAlOtiHpt 
pace* Advanced waMing tachnij^ each aa 
aubmarged are walAng; TIQ and Mid weld* 
Ing and tha nacaasaiy aquipmant. aa alao 
lutiy autamatlo welding machinaa. Sophlati* 
aatad cutting maddnaa aueh aa tha aotid 
atata cantrol gaa ctdtinf machine and tha 
tadM arm ahapa cutting machlna. Elaetrodaa 
for welding thick armour plataa and stainlasa 
ataal tubular hardfacing elactrodet for pro* 
longing tha Ufa of machinery in thermal 

I jovyrer stations and other heavy engineering 
ndustries. Gases of extra high purity, with 
specific impurities reduced to certified levels, 
now produced in tha lOL Special Gases 
Centre, for development and growth of 
electronics, research and other specialised 
fields in the country. Complete pipeline sys* 
terns for the distribution of gases. And then, 
entire gas plants and cryogenic equipment 
All these and many more lOL has introduced 
Into the country. 

In fields as diverse as steel>maMng and 
food preservation, metal Joining end cMtili* 
sera, electronics and anaesthesia, space 
rocketry and pollution control—lOL Is work- 
btg today to develop the technologies 
needed for tomorrow. . 

%m I 'J 


KX is technofogy 
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Basis for transfer of resources 

Dr. P. K. Bhargava 


Tha basic objactiva of franafar of rasourcas from tha cantra to tha 
atalas is to raduca tha laval of axiatlng disparltias among tha atataa. 
Tha author who ia a Raadar In tha dapartmant of Economiea. 
Banaraa Hindu Univaraity, plaada that the transfer of rasourcas 
should vary directly with the total population and Invarsaly 
with tha par capita income of tha atataa. 


Non-corrbspondence in resources and 
revenue requirements of the federal 
government and federating units has neces¬ 
sitated increasingly large transfers from 
the former to the latter. This task is per¬ 
formed in our country by two separate 
bodies: the Finance Commission and the 
Planning Commission. While (he Finance 
Commission is appointed almost at five- 
yearly intervals and has a constitutional 
basis. Planning Commission, though no¬ 
where envisaged in the constitution, has 
“emerged as an effective instrument for 
raising the scale of transfer of resources 
from the centre to the states."’ The result 
is that the Finance Commission controls 
only a small part—less than one-third of 
the total transfers. Such a situation has 
undermined the importance of the Finance 
Commission. It may be emphasised here 
that the recent innovation of associating a 
member of Ihe Planning Commission with 
the Finance Commission as was done by 
the sixth Finance Commission and again 
by the seventh Finance Commission can 
at best ensure some co-ordination in their 
scheme of transfer of resources but the 
fact remains that the Finance Commission 
has to operate within its limited sphere. 

limited role 

The role of the Finance Commission 
has been limited to make recommenda¬ 
tions for meeting the fiscal requirements 
of the states arising from their non-plan 
revenue account. Although “ihe legal 

position.is that there is nothing in 

the constitution to prevent the Finance 
Commission from taking into considera* 
tion both capital and revenue requirements 
of the states in formulating a scheme of 
devolution and in recommending grants 
under article 275 of ihe constitution, yet 
the setting up of the Planning Commission 
inevitably has led to a duplication and 


overlapping of functions.. result¬ 

ing in curtailment of the functions of the 
Finance Commission.’ * Whatever may 
be the legal interpretation of the constilu- 
tional provisions, the fact remains that 
the ‘practice’ has been that the Finance 
Commission has been concerned with 
merely assessing and covering the non¬ 
plan revenue gap of the states on the basis 
of forecasts of revenues and expenditures 
furnished by them. It was, however, for 
the first time that the sixth Finance Com¬ 
mission was asked to make an assessment 
of the non-plan capital gap of the states, 

POINT 

OP 

VIEW 

though from a limited point of view, 
namely, re-scheduling of central loans 
repayment. 

It is, however, unfortunate that ev.n in 
its limited sphere the Finance Commission 
have not followed such scientific principles 
which may be in tunc with the theory of 
federal finance. The result has been, as 
s*tated later, that the scale of transfers has 
tilted in favour of the rclaiively hcttcr-off- 
states which have been more prosperous 
and the poorer states have either remained 
backward or their relative economic posi¬ 
tion has worsened. 

As a result of the recommendations of 
the successive Finance Commissions, there 
has been a gradual increase in the states’ 
share of the divisible pool of both income 
tax and the union duties of excise as 
shown in Table !. This shows that the 
Finance Commission have clearly recognis¬ 


ed the need for transferring increasingly 
large amounts of revenues from the centre 
to the states to meet their growing fiscal 
requirements. It may, however, be 
emphasised here that the working of the 
past Finance Commissions reveals that 
population has been used as the main 
criterion for distributing the proceeds of 
income-tax (which is to be shared com¬ 
pulsorily) and union duties of excise 
(sharing of which is only permissive) 
among the states inter se as shown in 
Table II. 

varying recommandatlons 

Some weightage has also been assigned 
to contribution/collection in determining 
the share of each state out of the divisible 
pool of income-tax. The first Finance 
Commission had assigned a weightage 
of 20 per cent to the factor of collection 
for the purpose of determining each 
state’s share in the divisible pool of 
income-tax that was to be distributed 
among the states. The second Finance 
Commission recommended that the distri¬ 
bution of states’ share of divisible pool be 
10 per cent on the basis of collection but 
the third and the fourth Finance Commis¬ 
sion again increased the weightage to the 
factor of collection to 20 per cent. The 
fifth Finance Commission took assessment 
instead of collection as a measure of con¬ 
tribution and reduced the weightage to 10 
per cent. 

The sixth Finance Commission endor¬ 
sed the formula of the fifth Finance 
Commission as they thought that any 
increased weightage to the basis of contri¬ 
bution would aggravate regional 
imbalances. It may be emphasised here 
that the collection basis has adversely 
aifected the thickly populated states and/ 
or relatively backward states which have 
large populations but have collected small 
amounts of income-tax. Distribution on 
the basis of population also does not 
necessarily have the desired redistributive 
effects because some of thf relatively deve¬ 
loped states are also more populous. For 
instance, the fifth Finance Commission 
fixed the percentage shares of Maharashtra 
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and West Bengal in the divisible pool of 
income-tax at 11.34 and 9.11 respectively 
as against 9.99 of Bihar and 7.09 of 
Madhya Pradesh. 

As for the states' share in the union 
duties of excise, the successive Finance 
Commissions have extended the coverage 
of these duties and reduced the percentage 
share of the states in the total revenue 
from these duties as shown in Table 1. 
The past Finance Commissions have gene¬ 
rally accepted population as the main 
basis of distribution of revenue from union 
duties of excise among the states inter se. 
Some weightage has also been assigned to 
social, economic and financial backward¬ 
ness of the states, as defined by the 
Finance Commission for the purpose of 
assisting such states which were placed in 
a less advantageous position as a result of 
the criterion of population. It may be 
emphasised here that the sixth Finance 
Commission raised the weightage for back¬ 
wardness from 20 per cent (as recommend¬ 
ed by the fifth Finance Commission) to 
25 per cent, and it made a significant 
departure by taking per capita income as 
the sole criterion in assessing the relative 
economic position of the states. The 
commission thus recommended that *'the 
inter se distribution of this portion of 
union excise duties should be in relation 


to the 'distance' of a state's per capita 
hM:ome from that of the state with the 
Highest per capita income multiplied by 
the population of the state concerned 
according to 1971 census."’ 

The grants-in-aid recommended by the 
Finance Commission under Article 275 of 
the constitution, after considering the tax 
devolutions to the states, have been used 
to bridge the residual gap. This has 
encouraged the states to exaggerate their 
revenue requirements in the hope of quali¬ 
fying for the grant from the Finance Com- 
mission. The first Finance Commission 
had recommended that budgetary needs of 
the states should be an important criterion 
for determining the amount of grants-in- 
aid to the states. Budgetary needs of the 
states may be an important factor in deter¬ 
mining the assistance required by the 
states but a number of adjustments have 
to be made in states' budgetary forecasts 
to make them comparable. It is possible 
that the amount of assistance calculated 
for two states on the basis of budgetary 
needs may be the same but a state with a 
relatively lower level of social services 
should qualify for a higher amount of 
assistance. This cannot be done if 
too nauch emphasis is laid on budgetary 
equilibrium and the grants are made on 
that basis. It is for this reason that we 


find that a poor state like Uttar Pradesh 
was not recommended any amount by the 
first five Finance Commissions and Bihar 
was also not recommended any grants-in- 
aid by fourth and fifth Finance Commis¬ 
sions. 

The successive Finance Commissions 
Table II 

Weightage for Population Assigned in the 
Allocation of Statewise Share of Income- 
tax and Union Excise Duties 

(in per cent) 

Income Union 

tax excise 

duties 


First Commission 

80 

100 

Second Commission 

90 

90 

Third Commission 

80 

Not indi- 



cated 



separately 

Fourth Commission 

80 

80 

Fifth Commission 

90 

80 

Sixth Commission 

90 

75 


have generally recognised these principles 
as unexceptionable. The third Finance 
Commission observed that it had, like 
its predecessors, been compelled *‘to 
cover the budgetary gaps of all states 
whether caused by normal growth of 
expenditure, the maintenance costs of 
completed schemes and mounting interest 
charges or even by a measure of improvi¬ 
dence.’** The fourth Finance Commission 
recommended grants-in-aid to the states on 
the basis of their non-plan revenue gap 
and it gave '*due regard to certain special 
considerations which were not specifically 
mentioned in the terms of reference to the 
earlier commissions. Among these consi¬ 
derations are the expenditure devolving on 
the states for servicing of their debts.... 
and the scope for economy consistent with 
efficiency which may be effected by the 
states in their administrative expenditure.’'^^ 
The fifth Finance Commission while 
assessing the revenue requirements of the 
states made a provision for amortization 
including fresh borrowing during the 
period 1969-70 to 1973-74. The sixth 
Finance Commission made a significant 
departure by giving special recognition 
of the need to push up the level 
of important administrative and social 
services to enable *‘the states that 
are backward.to come up to a 


Table I 

States' Share of Divisible Pool of Income-tax and Union Excise Duties 


Income-tax 

Pre-Finance Commission 50 per cent 
First Commission 55 per cent 


Second Commission 

Third Commission 

Fourth Commission 
Fifth Commission 
Sixth Commission 


60 per cent 

66? per cent 

75 per cent 
75 per cent 
80 per cent 


Union excise duties 


40 per cent of excise duties from three com¬ 
modities, tobacco, matches and vegetable 
products. 

Additional five items, coffee, tea, paper, 
sugar and vegetable non-essential oils (25 
per cent of the excise duties from eight 
items). 

All excise duties on commodities that were 
taxed in 1960-61 excluding those with 
revenue of less than Rs 50 lakhs (20 per 
cent of such duties). 

Ail excise duties excepting special excises 
(20 per cent of such duties). 

20 per cent of all excise duties including 
special excises. 

20 per cent of all excise duties excluding 
auxiliary duties. 
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^rtain national minimum/*^ After giving 
li^eightage to this and other factors the 
commission recommended grants-io.aid to 
fourteen states.^ 

It may be emphasised here that for a 
long time budgetary deficits of the states 
on a standardised basis have become the 
main basis of grants-in-aid recommended 
by the Finance Commission. Under such 
a. situation states with high levels of expen¬ 
diture or relatively low levels of taxation 
would get grants irrespective of their 
economic strength. Though the principles 
such as tax effort and economy in expendi¬ 
ture have been approved by the successive 
Finance Commissions but none, in fact, 
put them into practice satisfactorily. It 
may be emphasised here that the sixth 
Finance Commission, rather than improv¬ 
ing upon the effort index initiated by the 
fifth Finance Commission, ignored it on 
the ground that a formula based on rela¬ 
tive tax effort ''would place at a disadvan¬ 
tage some of the states faced with big 
gaps on non-plan revenue accounts.'’® 

various norms 

The budgetary gap has thus been the 
bedrock of statutory grants and almost all 
the commissions have adopted a gap-filling 
approach, although each Finance Com¬ 
mission has disclaimed a mechanical 
approach to gap filling. Various norms 
have been adopted by tlie successive 
Finance Commissions in the assessment of 
the gaps but the basic approach has been 
to cover what a state was committed to 
and not what a state ought to be commit¬ 
ted to. Such an approach has limited the 
efficacy of inter-governmental transfers as 
an effective instrument of fiscal policy. 

The basic objective of transfer of resour¬ 
ces from the centre to the states is to re¬ 
duce the level of existing disparities among 
the states. To attain this objective it is, 
therefore, desirable that the transfers, 
whether in the form of tax sharing or 
grants-in-aid, should be made on the basis 
of per capita income of the states as the 
per capita income figures satisfactorily 
indicate the economic backwardness or 
progress of different states. Such figures 
also reflect the level of agricultural and 
industrial development in different states. 
In relatively developed states there is 
higher production and, therefore, higher 
per capita income. It is true that the cost 


of providing various services will diffor 
from state to state depending upon the 
price level. A state with a lower price 
level with no doubt, be able to provide 
services at lower cost but with a lower 
price level, the value of total output of 
that state will also be low which will be 
reflected in its low per capita income. 
Thus, the cost of providing services is also 
reflected indirectly in the per capita income 
indices. Had the Finance Commissions 
made the transfers on the basis of per 
capita income, poorer states like Uttar 
Pradesh and Bihar would not have suffered 
and the recommendations of the Finance 
Commissions would not have widened the 
economic disparities, 

unhappy development 

It may be mentioned here that the per 
capita income (at 1948-49 prices) of Uttar 
Pradesh at Rs 259.6 in 1950-51—the last 
year of the pre-plan period—was about five 
per cent higher than that of the all-India 
average per capita income of Rs 247.5 
during that year. Unfortunately, the state 
has continued to suffer. In 1971-72, the 
per capita income (at current prices) of 
Uttar Pradesh at Rs 520 was lower by 26 
per cent than that of the all-India per 
capita income of Rs 657 during that year. 
In 1975-76 also the per capita income of 
the state was Rs 781 as against the all 
India average of Rs 1,005.® Thus, at 
present the per capita income of Uttar 
Pradesh is 29 per cent below the all-India 
average. This is not a happy development 
in the Indian federal finance because the 
strength of the federation depends upon 
the balanced development of the consti- 
tuent units. 

As referred to above, it may once again 
be pointed out that under the awards of 
the past commissions, the poorest states 
have not received the higliest per capita 
allocation of shared taxes and grants-in- 
aid. "Punjab, the third richest state in 
terms of per capita income received the 
largest (excluding Jammu & Kashmir, in 
which case political reasons also influence 
the decisions) per capita assistance in 
1960-61. Bihar, the poorest state, received 
lower per capita assistance than all tlie 
other states except Tamil Nadu, Maha¬ 
rashtra and Uttar Pradesh. Gujarat the 
fourth richest state, also occupies the 
fourth position in per capita allocation 


arranged in a descending order. West 
Bengal also received more than its due 
share. The poorer states of Kerala, 
Madhya Pradesh, Rajasthan, Uttar 
Pradesh and Bihar were amongst the 
lowest recipients of per capita assis¬ 
tance.”^® However, “there was a slight 
improvement in the above situation in 
1970-71, when the least per capita alloca¬ 
tion were made to the richest states of 
Haryana and Punjab. The relative position 
of Kerala improved in the allocation of 
per capita assistance as it moved from 
eleventh position in 1960-61 to fourth 
position in 1970-71. However, Bihar and 
Uttar Pradesh still received less than their 
due share. 

In view of what has been stated above, 
it is not only desirable but almost 
inevitable that the transfers to the states 
should be made on the basis of per 
capita income. The criterion of per capita 
income was discarded by the first Finance 
Commission in a single sentence : "There 
are no figures for individual states and we 
arc unable, in the circumstances, to form 
any idea regarding the 4)ossibIe use of 

such data.The per capita income 

figures for different states are now readily 
available and we think that the seventh 
Finance Commission should base its 
recommendations solely on per capita 
income indices. However, if the federal 
transfers to the states vary directly with 
the per capita income indices, the populous 
slates with relatively higher per capita 
income will continue to benefit more. It is, 
therefore, necessary that transfers from 
the federal government to the states should 
vary directly with the total population and 
inversely with the per capita income of 
the states. 
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POINT OF VIEW 


Trends in air transportation 

This Is ths tsxt of tho spoteh dolivorsd by Mr J.R.D. Toto, at tho 
27lh Annual Confsraneo of tho PaoHle Aroa Travol AssoclaNon In Dolhl 
on January 23| 1978. 


I fbel greatly honoured at being asked to 
address this important gathering and, as 
an Indian, am happy that, despite India's 
somewhat distant location from the 
shores of the Pacific Ocean, this ancient 
capital of ours has been chosen as the 
venue for this year's PATA conference. 

1 wondered at first why 1 had been the 
one chosen to talk to you on "Treads in 
Air Transportation" when there were 
many more competent and knowledge¬ 
able people in the air transport industry 
to do so, but guessed it was because, 
apart from being locally available, I have 
bMn involved in the industry longer than 
any one else active in it today, which pro- 
. bably explains the doubts cast from time 
to time upon my sanity by my colleagues 
and friends. You have all heard, I am 
sure, of the old adage current in my 
younger days, that one doesn’t have to 
be crazy to be in the airline business, but 
it helps 1 It still does I My first contact 
with the air transport business was, 
literally, a striking one, for it occurred 
one day in 1930, at Le Bourget Airport 
of Paris, when at the controls of a small 
plane with no brakes I drifted into the 
tail of a large Imperial Airways Argosy 
airliner ready for departure and put it 
smartly out of commission. Imperial 
Airways were not amused 1 

the background 

I realise that your interest, if any, in air 
transport trends will lie in current and 
ftiture trends rather than past ones, but, 
conscious as I am of the perils of pro¬ 
phecy, I crave your indulgence if, in order 
to strengthen the credibility of such 
views as I may advance in regard to the 
future, I present them against the back¬ 
ground of the past thirty years which saw 
the birth and growth of mass air travel 
as we know it today. I should make it 
clear that my remarks, and particularly 
such specific Amts or figures I may 


mention, will refer mainly to international 
air travel on scheduled services. 

Although international air travel was 
born at the end of World War I and 
slowly grew, between the two wars, it re¬ 
mained a somewhat esoteric way of travel 
in funny looking land planes and flying 
boats used by a relatively few hardy 
travellers in a hurry. It emerged into a 
practical mode of transport over long 
distances only in the late forties when the 
American aircraft industry applied the 
tremendous technical and manufacturing 
resources it had developed during the war 
in building long-range bomtwrs and 
transports to the development of large 
pressurised civil aircraft operating at 
twice the speed and flying altitudes of 
their predecessors. 

stratocrulsurs 

Those were the years of the Douglas 
D06s and the Lockheed Constellations, 
followed by the DC-7s, the Super- 
Constellations and the Boeing strato- 
cruisers. The latter which, incidentally, 
were the first to introduce a lounge for 
passengers, were noted for their pro¬ 
pensity for engine failures which prom¬ 
pted Sir Victor Tait, then technical 
director of Imperial Airways or BOAC, 
whichever it was called at the time, to 
issue a directive that all its pilots practise 
at least one 4-engine landing a month! 

As could be expected, the lifting of 
wartime restrictions on international 
travel and the great increase in speed, 
safety and comfort provided by the new 
aircraft generation released the long pent- 
up wanderlust of the peoples of the 
world, but the phenomenal growth of air 
travel thereafter which has continued to 
this day may be attributed to three nuin 
trends: 

First, the introduction of two-class 
travel in 1952 made possible by the larger 
capacity of the new aircraft; 

Second, the conUnoous decline in fares 


J.R.D. TftUi 

in current terms and, therefore even more 
so in real terms, upto 1973, about which 
I shall say more later; 

Third, and the most dramatic one, the 
advent of the jet in 1958 which introduc¬ 
ed an entirely new dimension to air 
transport in doubling its speed and pres¬ 
surised comfort and brought mass air 
travel to its present maturity. 

proliferation of airlines 

A secondary but significant trend was 
the worldwide proliferation of new inter¬ 
national airlines of which some 28 came 
into being between 1946 and 1960 more 
often on considerations of national pres¬ 
tige than economic justification. At one 
time, not so long ago, a nation of two 
million people had no less than three 
international airlines! The possession of 
an iron and steel plant, an atomic power 
station and an international airline were 
considered symbols of national prestige 
irrespective of economic justification, 
availability of raw materials or capacity 
for generating trafllc. 

While recognising the invaluable role 
played by private and government travel 
and tourist organisations, such as I see 
represented with such distinction at this 
conference, I may be forgiven if I attri¬ 
bute to the air transport industry the 
remarkable advances, including the grow¬ 
ing productivity and efficiency of aircraft 
and the almost frenetic growth of air 
travel in the post-war era, which trans¬ 
formed the way of life of millions of 
people, shrunk the earth to half its size, 
made a neighbour of everyone else, 
brought wealth to dozens of countries 
from an unending flood of tourists and 
enabled people from all parts of the 
world to meet, communicate, trade and 
make friends to a greater extent than 
ever before in the history of the human 
race. 

As an indication of that extraordinary 
growth of air travel since I960, when the 
jets took over, is its average compound 
rate of about 12 per cent per annum, 
until 1973, when the oil crisis, which 
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resulted in widespread recession and 
galloping inflation, slowed it down. 
Despite this, world air travel today is six 
times what it was in 1960. 

In order to achieve this extraordinary 
growth, the airlines had not only to pro¬ 
vide vastly increased speed and geogra¬ 
phic coverage but also to neutralise or 
absorb the continuous and steep increase 
in costs to which they were subjected, as 
an example of which I might mention the 
three-fold rise in the cost of aircraft from 
about $40,000per seat in 1960 to $118,000 
today, increases in government user 
charges by about 60 per cent in the last 
five years alone, and equally steep increa¬ 
ses in wages. As if these were not 
enough, came in 1973 the shocking rise 
in oil prices which quadrupled airline fuel 
costs. 

declining fares 

Yet, until 1973, fare levels declined 
continuously in real terms as may be seen 
from the fact that from 1960 to 1973 they 
remained constant at an average of about 
3.9 cents per mile having at one point 
declined to 3^ cents, rising to the present 
5.5 cents or so per mile under the 
accelerating inflationary rise in costs. 
This increase of about 40 per cent in 
current terms over the sixteen years from 
I960 to 1976 inclusive, may be compared 
to the corresponding rise of about 130 per 
cent in world consumer prices. In real 
terms, therefore, the fares today are 40 
per cent below those of 1960. 

Thus, perhaps the most striking trend 
of the seventeen years of the jet age has 
been that, while meeting all the demand 
in full, and more, as well as providing a 
stunning advance in speed, comfort, con¬ 
venience and safety, the aviation industry 
was able to insulate the travelling public 
from the steep rise in prices of ail other 
items of personal expenditure wholly for 
the first fourteen years, and, when infla¬ 
tion went out of hand, to absorb the 
greater part of its burden. 

The means by which the industry was 
able so successfully to control fare levels 
in the face of rampaging inflation lay in 
the three main spheres of the economies 
of scale provided by very big aircraft, the 
improved fuel efficiency of successive 
generations of jet engines on their destina¬ 


tions and, finally, the ingenuity and 
marlceting expertise of the airlines, in 
dose collaboration with travel agencies 
and tour operators. The latter is exemp¬ 
lified by events on the North Atlantic 
route which saw the successive introduc¬ 
tion of excursion flues in 1948, coach 
fares in 1953, family fares in 1955, econo¬ 
my dass fares in 1958, affinity group fares 
in 1963, group inclusive tour fares in 
1967, youth fares in 1972 and apex fares 
in 1975, as a result of which fares per 
seat mile declined in real terms at an 
average rate of three per cent per year 
between 1963 and 1975. 

The latest introduction of the Skytrain 
concept, about which I shall say more 
later in this talk, has brought a flirther 
reduction of about a third in Atlantic 
fares, which is not induded in the figures 
I have, quoted. 

To the saving in travel costs as com¬ 
pared to those of all other consumer 
items must be added the wide choice of 
travel plans offered to the traveller and 
the transfer from him to the airlines, the 
travel agents and the tour operators of the 
considerable burden of work, trouble and 
difficulties involved in planning and 
undertaking foreign tours, particularly 
those covering many successive destina¬ 
tions. All these together have created an 
imprortant trend of their own reflected in 
the striking change which has taken place 
in air travel, from the predominantly 
individual travel pattern of earlier 
years^o the fully pre-planned and orga¬ 
nised pattern of most of today’s air travel. 

past psrformance 

Before I exhaust your patience and 
interest in this review of past trends, I 
^would, as an airline man from way back, 
like to take advantage of this opportunity 
to make a passing reference to one last 
point concerning past airline performance. 
The industry has frequently been accused 
of extravagance in buying too many, too 
large airplanes and flying them half empty 
at excessive fares. 

While there is some truth in this charge, 
not so much in regard to the size of the 
planes used which had to be large to be 
economical, but in their number and the 
flequency of services offered on com¬ 


petitive routes, and the number of cities, 
however small, sought to be served, the 
burden has not been borne by the travel¬ 
ling public but by the airline owners as 
shown by comparing the industry’s dismal 
profitability record, which was 1.14 per 
cent in 1976-77, with its outstanding re¬ 
cord in fare reduction mentioned earlier. 
Furthermore, the fierce competition with¬ 
in the industry created by empty seats 
resulting from excess capacity played a 
significant part in promoting traffic by 
inducing the airlines to offer a variety of 
promotional fares which absorbed the 
surplus capacity and in the process creat- i 

ed, de facto, a three-class air travel struc- i 

ture on long routes. | 

j 

futur* trends 

Against this background of past trends ' 
I must now turn to future trends. My i 
task would be easier if all you ladies and 
gentlemen had the good sense to believe 
in astrology, as inost of my countrymen 

do. Unfortunately, you don’t any more 
than I do, so I am compelled to venture 
into the perilous realm of prophecy, 
which I do without undue trepidation 
only because I am not likely to be 
around by the time any of you have a 
chance to tell me how wrong I was in 
what I say today I 

Any forecast of air travel trends must 
necessarily depend on the likely techno¬ 
logical, economic, political and behavi¬ 
oural environment in which air transpor¬ 
tation will operate during the period 
covered by the forecast. On the optimistic 
assumption that the principal countries 
of the world remain more or less peace¬ 
ful, and that the human breast will ' 
continue to harbour a perpetual yen for 
travel, let us first consider the technologi¬ 
cal prospects of our industry in the next 
two decades, i.e. up to the end of the 
century. 

One thing we know is that, so far as 
long range international travel in the 
eighties is concerned, the vast majority of 
the aircraft used will be of the current i 
wide-bodied generation, further economies ; 
from which can only be small as they will \ 
come mainly from the replacement of the i 
less efficient older jetSt It is only in the | 
subsequent decade of the nineties that one | 
may look forward to a substantial further I 

\ 
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IMA STEEL offers 
the nation another first... 

Spechri Steei 

through the indigenousiy 

deveioped 
ELECTRO FLUX 
REFINING PROCESS 


Conventionally processed 
steels often do not meet the 
high standards of performance 
required in special applications 
like power-engineering, aircraft 
industry, nuclear engineering' 
and space research. These, 
as also certain .critical appli¬ 
cations in the engineering and 
transportation industries, demand 
utmost reliability In service. 

ELECTRO FLUX REFINING 
PROCESS imparts such high 
degree of reliability as a result of 
o Ultra high cleanliness of 
steel through minimising 
the size, shape and numbers 
of undesirable non-metalllc 
inclusions. 

o Improved mechanical 
properties through controlled 
solidification that results in 
' fine grained structure with, 
minimum segregation. 



Superiority of such refined 
steels leads to their applica¬ 
tions where the components 
must withstand 
high temperature 
high pressure and 
dynamic loading.' 

The R & D Division of 
TATA STEEL has successfully 
developed this new refining 
process without any foreign 
assistance. The result is the first 
fully indigenous Electro Flux 
Refining Plant to refine about 
7,000 tonnes of special purpose 
steels a year. 

TATA STEEL now proudly 
offers the nation a variety of 
steels treated through this sophi¬ 
sticated refining technology. 



TATA STEEL 
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a4vaoce in the form of still larger aircraft 
sach as a twin-deck 7S0*seater derivative 
of the 747 equipped, hopefully, with still 
more thrifty engines. 

Apart from achieving further economies 
of scale, the trend towards larger aircraft, 
even at the cost of frequency on some 
routes, would be justified as a means of 
decongesting international airports, many 
of which have already reached saturation 
during peak hours. While the enlargement 
of terminal facilities at existing airports 
would, in most cases, present no major 
problem other than cost, the creation of 
entirely new airports requires such an 
enormous area of open flat land and so 
much construction time that shortage of 
airport capacity may well prove to be the 
most serious bottleneck before the close of 
the century. Unfortunately, a solution 
of this problem from the aircraft end is 
unlikely until, perhaps in th.*!} nineties, 
laminar flow and other means of achiev¬ 
ing STOL capabilities in long haul air¬ 
craft are developed to enable them to 
operate from reasonably short runways. 

rise in costs 

The modest gains in efficiency and cost 
which the airlines might achieve in the 
eighties can therefore only neutralise a 
part of the increases in costs due to con¬ 
tinuing world inflation estimated, accord¬ 
ing to most economists, at around seven 
per cent. Taking the minor cost savings 
mentioned earlier at, say, 1J per cent per 
year, and another IJ per cent from 
increased load factors, we would be left 
with an expected net rise in costs in cur. 
rent terms of around four per cent per 
year. 

These calculations ignore the horren¬ 
dous possibility that the increase in the 
price of fuel in the next decade will exce¬ 
ed the average worldwide inflation rate, 
as it did drastically in one jump in 1973. 
Fortunately, recent pronouncements from 
OPEC .sources would seem to indicate an 
intention to hold the price line at least for 
the time being and, if and when prices are 
raised, to limit the increase to that of the 
prices of goods and equipment supplied 
to their members. 

On the other hand, an expert in petro¬ 
leum economics who recently addressed 
the annual meeting of lATA in Madrid, 


quoted a consensus of opinion that 
^^potentiar* oil demand will begin to 
outrun supplies in the 1980s. He foresaw 
an interesting cyclical pattern of econo¬ 
mic growth leading to increased demand 
for oil, leading in turn to higher oil 
prices which would then slow growth 
down again. As against this somewhat 
gloomy view of the future, is the fact that 
kerosene accounts for only seven per cent 
of the world's total oil demand while 
potential kerosene fractions available is 
of the order of 10 to 15 per cent. I must 
leave it to you to interpret these contra¬ 
dictory prognostications. 

the demand 

So much for cost trends. On the de¬ 
mand side of the traffic equation the task 
of crystal gazing is equally onerous. 

It would have been nice for me to be 
able to quote clearcut economic projec¬ 
tions of GNP growth and inflation. 
Unfortunately, as we all know, econo¬ 
mists rarely agree amongst themselves. It 
has in fact been said by one of them that 
if all the world’s economists were strung 
together end to end they would still never 
reach a conclusion! However, by a pro¬ 
cess of mental triangulation and plotting 
of a variety of prevailing economic opi¬ 
nions, I ojfler the prediction that the aver¬ 
age rate of GNP growth in the eighties 
will be around four per cent in real terms 
resulting from an increase in money in¬ 
come of about 11.3 per cent and costs of 
about seven per cent respectively. 

If 1 am right, what will the likely size 
of the market be during thz next decade? 
If we accept the predicted GNP growth 
rate in real terms of four per cent, and 
assume that the elasticity ratio of travel 
demand to income growth continues to 
be about 1.5 to one, an annual growth rate 
of six per cent should be assured. This, 
however, does not take into account the 
powerful likely impact during the eighties 
of the Laker Skytrain type of fares re¬ 
cently introduced on the Atlantic route 
and now proposed for the Pacific, to be 
followed no doubt by many other routes. 
It may be appropriate for me to point 
out, in passing, that to the best of my 
knowledge it was not Fred Laker but 
Eastern Airlines who, as far back as 1961, 
first introduced this no-frill, no-advance 
booking concept, when they started their 


ever popular shuttle services between 
New York, Washington and Boston. 
Their service was in an even more advan¬ 
ced form for it guaranteed space to all 
countries. 

There is no doubt in my mind that this 
new application of the concept to long- 
haul international travel is likely to pro¬ 
vide as important a stimulus to growth 
in the next ten years as the introduction 
and proliferation of cheap fares provided 
during the 1960$ and the first half of the 
seventies. The stand-by and budget fares 
recently introduced by the scheduled 
airlines on the Atlantic to meet the com¬ 
petition of the Skytrain fare, are about 
one.third cheaper than the previous lowest 
promotional fare which itself was 43 per 
cent cheaper than the full economy fare. 
Even allowing for the reduction in com¬ 
fort, convenience and amenities involved 
in this type of travel, it would be surpris¬ 
ing indeed if this new means of saving 
money offered to the travelling public did 
not generate substantial new traffic apart 
from diverting existing traffic to the new 
fares. 

three-class travel 

Ever since the advent of the Jumbos, I 
have personally been convinced that the 
time had come for a formal recognition 
of three-class travel. The promotional 
fare structure which grew and evolved 
during the past seven or eight years, did 
in fact produce the three-class concept, 
though in an untidy and unduly compli¬ 
cated way. The 747 and the DC-10; and 
(heir future stretched versions, are ideal 
vehicles for providing thrift fares travel 
in combination with first and interme¬ 
diate class, and also for introducing a 
simpler, fairer and more credible fare 
structure in which fare levels will genu¬ 
inely reflect the varying quality, comfort 
and convenience of the service, in the air 
and on the ground. 

Whether I am right or not, what should 
we expect the Skytrain type of fares to 
add to the six per cent growth rate sug¬ 
gested earlier? 

Without letting you into the secret of 
whether I have arrived at my estimate 
through an intelligent combination of 
logic and mathematical calculatiqn, or by 
drawing the figure from a hat, I venture 
to predict that this development is cap- 
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able of raising the average growth rate to 
10 per cent in numbers of travellers, and 
eight per cent in revenues. And therefore 
in commissions to travel agents! 

While this estimated growth rate seems 
to me entirely achievable in the light of 
our past and current experience of the 
effect of low fares on traffic growth, one 
dark cloud on the horiron which if it 
does not evaporate could seriously alter 
the situation, is the shortage of hotel and 
other types of accommodation which will 
be required to house and cater for the 
needs of the extra 100 million for so 
travellers in the next decade. 

As things are today, in almost every 
part of the world a shortage of accom- 
motlation has already begun to stem the 
ilow of traffic to some destinations. Un¬ 
fortunately, while new aircraft can be 
bought and put into service in about 
eighteen months, the creation of new hotel 
accommodation takes much longer, 
except perhaps for beach and other 
resort hotel types of accommodation. 
New hotels are indeed coming up every 
year throughout the world, but a much 
greater and more urgent effort is clearly 
required to be made to cope with the 
growth of the demand we visualise today. 
This applies particularly to India where 
the accommodation available today is 
less than, half the current potential dem¬ 
and, which explains its pitifully low rank 
in the world of tourism, despite the 
multitude and range of its scenic, historic 
and natural attractions. 

critical need 

I am sure that all members of PATA 
are fully aware of this critical need which 
must be met if their term aims are to be 
fulfilled. I hope that in the course of this 
very conference they will deliver them¬ 
selves of firm aiid clear recommendations 
that will galvanise the governments of 
countries deficient in hotel accommoda¬ 
tion into accepting the urgent need to 
include the development of the hotel 
industry as an important part of their 
long-term economic plans. I regret to say 
that this need has not been adequately 
recognised up to now in my own country 
which your presence graces today, and 
the concessions and facilities extended to 
export and other industries of no greater 
importance to the country*s economic 


progreis and wellbeing are still denied to 
the hotel industry. 

AnoQier possible adverse factor is the 
problem of financing the new aircraft 
required to be purchased during the 
eighties, both to provide additional capa¬ 
city and to replace earlier generations of 
jets. A largo proportion of the latter will, 
by 1980, have outlived their useful 
twenty^year life or, because of their small 
size, their high fuel consumption and their 
inability to meet statutory noise limita- 
lions, will no longer be able to be de¬ 
ployed on the principal traffic routes of 
the world. 

The poor financial record of the indus¬ 
try over the past twenty years has been 
such as to justify the question, whether 
the airlines will be able to afford the 
expenditure of some $55 to 60 billion 
involved in their growth and re equipment. 
Put another way, will the banks and other 
financial institutions be willing to lend 
them the money they will need on the re¬ 
quired scale? Already signs are unmistak¬ 
able that they will not be as accommodat¬ 
ing as they were in the carefree sixties. 

boundless admiration 

I suppose I must, before I close, touch 
on the future of supersonics as I see it. 
One cannot but have boundless admira¬ 
tion for the technical brilliance of the 
Concorde and no doubt of the TU-144 
though we know less of that aircraft. So 
Jong, however, as all the countries of the 
world continue to prevent them from 
flying at supersonic speeds over their 
territory, and their use is therefore 
virtually restricted to over water routes, 
and also, for reasons of cost, to a minute 
luxury stratum of travellers, they can 
hardly be said to provide a new trend in 
air transport. That supersonic travel will 
come in a big way one day is certain, but 
it will certainly not be in the next decade 
and perhaps not even until after the turn 
of the century, for I believe it will take at 
least twenty years to develop supersonic 
planes able to overcome their sonic boom 
problem and large enough to be econo- 
mically viable. Fortunately for me, there¬ 
fore, the subject is well outside the scope 
of my talk today. 

To sum up, nothing startling beyond a 
continuation of current trends on a some¬ 
what reduced scale, may be expected in 


the eighties. Barring another oil crisis, 
the trend towards decliniitg yMds in real 
terms and rising load factors should also 
continue, further helped by the growth 
of the Skytrain types of fares. 

With foreign tourism and holidays 
abroad now a way of life and a recurring 
experience amongst people of many coun¬ 
tries, most tourists no longer try to see 
the world in one go but prefer to travel 
and spend their holidays in one region, 
or even in one place, while the airlines 
themselves no longer need to tap so many 
intermediate stops to pick up traffic. Both 
these fketors have led to the trend, which 
should continue, towards increasingly 
long, non-stop flights taking travellers to 
their main destination. 

universal trend 

The trend towards wide-bodied aircraft 
will become well-nigh universal and the 
size of aircraft used on high density 
routes will continue to grow. 

For a decade or two as supersonics 
continue to represent a microscopic per¬ 
centage of air travel, the ever present urge 
to get to one's destination as quickly as 
possible will instead be increasingly met 
by extreme range non-stop operations 
with special derivatives of existing types 
of aircraft in which the loss of pay load 
in favour of fuel is compensated by cost 
savings en route. 

The three-class concept of air travel, 
upto now concealed in a complex and 
often unfair pattern of faies in which the 
higher fare paying passenger feels, and is 
in effect, discriminated against will, hope¬ 
fully, be formalised into a more sensible 
and easily understandable fare pattern. 

Finally, the air transport product will 
be increasingly diversified in the years 
to come. In this concert of airlines, 
hoteliers, tour operators, travel agents, 
and airport authorities, airlines will take 
less the role of soloists and combine more 
with the chorus, to foster not only air 
transportation but its major offspring- 
international tourism. Despite the various 
uncertainties I have discussed earlier, we 
may be certain of the one fact that the 
airlines of the world will continue to dis¬ 
play the vitality, imagination and resili¬ 
ence which, together, made possible the 
phenomenal growth of air travel in the 
past thirty years. 
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Outlook tor metal 

markets in 1978! 


The outlook for producers and exporters of metals In 1978 Is brighter 
than It was in 1977, but substantial price Increases seem unlikely, says 
6. Ian Brown, Senior Economist, IMF Research Department 


Wbak markets for most metals in 
1977 resulted primarily from slower 
growth of the world economy than anti¬ 
cipated, with consumption falling short 
of production and massive stocks ac¬ 
cumulating. Prices remained stagnant at 
averages close to those for 1976, except 
for a few metals not in oversupply for 
which prices were significantly higher. 

Although demand was seldom excep¬ 
tionally strong, neither was it abnormally 
weak as It had been in 1975. Thus, the 
more than ample supply situation was 
mainly responsible for stagnant prices. 
Producers* stocks of most metals built 
up to record levels, in spite of curtail¬ 


indicate growth of the world economy by 
only about 3 to 5 percent over 1977. 
Producers' stock of metals (other than 
tin, aluminium, and lead) are high, but 
consumer:!* stocks probably need repleni¬ 
shment. In addition to industrial demand, 
continued demand from speculators could 
become stronger in 1978 if business senti¬ 
ment improves. 

Current stockpiles of the US govern¬ 
ment are below the objectives for somj 
metals, but any acquisitions are likely to 
take more than a year after congres¬ 
sional authorisation. On the other hand, 
sales of tin could be authorised in 1978, 
as holdings considerably exceed the ob¬ 


WINDOW 

ON 

THE WORLD 


ment of production. Stocks on the London 
Metal Exchange (LME) remained high 
for all non-ferrous metals except tin, 
stocks of which foil by 25 per cent dur¬ 
ing 1977. 

Exports of metals by ' developing 
countries probably varied widely in 
1977. Although unit values may not 
have improved much over 1976, except 
for tin and lead, volume increases were 
common. With few exceptions, exporters 
of copper, zinc, nickel and iron ore are 
estimated to have fared worse than in 
1976, but exporters of tin, lead, bauxite, 
and alumina are believed to have improv¬ 
ed their earnings significantly above the 
1976 levels. 

Forecasts at the beginning of 1978 


jective. Stockpiling purchases by the 
Japanese government on a small scale 
could afford some relief to the copper, 
zinc, and aluminium industries. 

Prospective supplies of most metals 
seem ample to meet anticipated demand. 
At present, productive capacity in a num¬ 
ber of countries particularly developed 
one, is far from being"ftilly utilised and 
higher prices can cause it to be brought 
back into operation rapidly. Moreover, 
new capacity is expected in several count¬ 
ries. Sporadic strikes and supply interrup¬ 
tions could occur but will probably not 
alter the situation significantly. 

With this general outlook, moderate 
price increases above 1977 averages 
seem probable in 1978 for most metals. 


with the possible exception of zinc an( 
nickel. Developing country exporter 
are expected to achieve modest gains ii 
in their earnings, due to increases in prio 
and volume. Discussion of price stabi 
lisation measures within the frameworl . 
of the United Nations Conference oi 
Trade and Development (UNCTAD; 
will continue in 1978 but is unlikely u 
result in measures affecting conditions it 
1978. 

looking beyond 

Looking beyond 1978. there is alread 3 | 
concern that the low prices of mosi 
metals since 1975 has led to reduced in | 
vestment in new produciive capacity! 
Such investment in minerals Industrie! | 
usually takes at least five years to mature | 
so that with the running down of stocks,| 
serious supply shortages could develop | 
in the 1980s, even without abnorma!- 
demand growth. Prices could then ex J 
ceed the record 1974 levels. 

Copper : Because of copper's extensive; 
use in the construction electrical, and trans ¬ 
port industries, the LME spot price, oci 
which sales of copper outside NortI' 
America are based, is one of the most! 
sensitive indicators of world Industrial] 
activity. The 1977 average of 59.4 cents a] 
pound, which was seven per cent below I 
the 1976 average of 63.6 cents a pound,] 
was largely indicative of the relatively- 
slow growth of the world economy. The' 
average US producers* price for 1977 of 
66.8 cents a pound was four per cent 
lower than that for 1976. 

Tn spite of the high and increasing’ 
producers* stocks at the beginning of 
1977, the spot price rose by 10 cents from 
58.6 cent a pound for December 1976 
to 68.7 cents a pound for March 1977. 
Over this first quarter, consumers were 
building up stocks against the possibility 
of a protracted strike in the US copper 
industry, where a large number of labour; 
contracts fell due for renewal in July.’ 
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From April onward, however, the smooth 
settlement of wage negotiations in other 
US industries caused the strike threat 
to recede and the spot price began the 
decline that continued through Novem¬ 
ber. A strike in July was quickly settled, 
and by the end of August virtually all 
the strikers returned to work. Consumer 
demand remained weak, however. Many 
producers, especially those with high costs 
in industrial countries, reduced their out¬ 
put by about 20 per cent. While these 
producers were attempting to reduce the 
world supply imbalance, others—mainly 
in developing countries—were striving to 
increase their output. For most of the 
developing countries, the copper industry 
is a m^or employer and source of 
revenue, as well as a vital earner of 
foreign exchange. The mine output of 
2^bia and Papua-New Guinea is estimat¬ 
ed to have been marginally less than in 
1976, but Chile, which achieved a record 
output in 1976, is estimated to* have 
slightly exceeded it in 1977. Outputs for 
the Philippines and Zaire are also estimat¬ 
ed to have increased slightly, but the 
largest increase (over 40 per cent) occurred 
in Peru, where a major mine and a minor 
one came into production. 

aecumulafion of stocks 

Stocks continued to accumulate, and 
in November the LME spot price of 
copper declined to its lowest monthly 
average for the year—53.6 cents a pound. 
By then, consumers had worked off some 
of their excess stocks. After reports of 
Soviet purchases and announcements by 
three members of the Inter-governmental 
Council of Copper Exporting Countries— 
Peru, Zaire and Zambia—of intended 
production cutbacks, the LME spot price 
recovered to an average of 57.2 cents a 
pound for December. Part of the recovery 
is attributable to a decline in value of the 
US dollar. 

For 1977, western consumption of 
refined copper is estimated at about six 
per cent higher than that for 1976, while 
production is estimated to have increased 
by seven per cent. Thus, world stocks are 
estimated to have risen by 0.5 million 
tons to about 2.5 million tons or nearly 
five months’ normal consumption. 

The 1977 export earnings of most deve¬ 


loping countries from copper were pro¬ 
bably significantly less than for 1976 
because:; of lower unit values. Peru was 
the exception, because of its much greater 
volume of copper exports. 

Intenmtiooal efforts to stabilise copper 
prices and export earnings continued in 

1977. Preparatory meetings of the 
UNCTAD Group on Copper and its in¬ 
tergovernmental group of experts were 
held at Geneva and are to continue in 

1978, but no consensus has been reached 
on the establishment of an international 
buffer stock agreement or even of an 
International Copper Council to serve as 
a forum for the collection and exchange 
of economic information on copper. 

Prospects in 1978 for any substantial 
improvement in copper prices and export 
earnings do not seem promising, unless 
there is a marked unanticipated growth 
in the world economy. Even if demand 
were to improve rapidly, shortages arc 
unlikely. Producers’ stocks are at higher 
levels than ever; many producers are 


operating well beTow capacity. Ne^^^ 
city totalling about 390,000 tons a year, 
of which 145,000 tons is in Iran, is 
scheduled to come into operation in 1978. 

Business sentiment, however, exercises 
a disproportionate influence on the short¬ 
term movement of copper prices if it 
became optimistic for any reason, prices 
could rise, regardless of the supply posi¬ 
tion. Other factors could give an impetus 
to demand, such as stockpiling purchases 
by governments. 

Tin: In 1977, tin was the most remark¬ 
able exception to the pattern of over¬ 
supply and low prices for metals. The 
Penang price, which is the International 
Tin Agreement (ITA) intervention price, 
averaged the equivalent of about 84.86 
a pound, or 38 per cent above the 1976 
average. The average of the LME spot 
price for high-grade tin ($4.91 a pound), 
was 43 per cent above the 1976 average. 
The reason for these steep price increases 
was not so much a substantial growth of 
demand, but a serious supply shortage, 


Table I 

Copper Production of Major Producers and Exports of Developing Countries 



1974 

1975 

1976 

19771 

% change in 
1977 from 
1976 

World* 

Mine Production, Metal Content ('000 metric tons) 

6,165 5,735 6,208 6.600 

7 

Canada 

821 

734 

747 

760 

2 

Chile 

902 

828 

1,005 

1,040 

3 

Peru 

212 

189 

219 

316 

44 

Philippines 

225 

226 

238 

250 

5 

United States 

1,449 

1,282 

1,457 

1,460 

—. 

Zaire 

500 

495 

445 

450 

1 

Zambia 

698 

677 

709 

670 

—6 

Other* 

290 

270 

o 

oo 

280 

— 

Total 

5,131 

Exports (million 
2,690 

us dollars) 
3,383 

3,138 

—7 

Chile 

1,716 

850 

1,250 

1,150 

-8 

Peru 

348 

151 

224 

305 

36 

Philippines 

387 

209 

251 

240 

—4 

Zaire 

925 

433 

392 

360 

-8 

Zambia 

1,303 

734 

966 

830 

—14 

Other* 

452 

313 

300 

253 

—16 


1 Estimated. 2 Excludes CMEA countries and the People’s RepubUc of China. 3 Includes 
Cyprus, Mexico, Papua-New Guinea and Uganda. 

Data: World Metal Statistics, London; International FlnanclalStailstles; national sources; and 
Fund staff estimates. 
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estimated at 16,500 tons for 1977, com¬ 
pared with a surplus of 7»600 tons for 
1976. 

Production of tin-in-concentrates of 
184,600 tons was nearly four per cent 
higher than in 1976. Increases in mine 
output by Thailand (17 per cent), Brazil 
(8 per cent), Bolivia (5 per cent) and 
Indonesia (4 per cent) mpre than offset 
decreases by Nigeria (—8 per cent), 
Zaire (—7 percent) and Malaysia (—4 
per cent). But supplies of metal from 
other sources were much reduced. Exports 
of the People's Republic of China were 
halved; supplies of high grade tin 
authorised for disposal from the US 
government stockpile were minimal and 
the ITA buffer stock was exhausted in 
January 1977 after its remaining 800 tons 
were sold. The supply shortage may have 
been exaggerated because of smuggling of 
tin-in-concentrates, amounting possibly 
to 6,000 tons, to markets through such 
ports as Singapore. 

increased earnings 


review panel to make regular price 
reviews, Bolivia ratified the agreement on 
June 14 and it entered into force on 
that date. 

The outlook for tin exporters in 1978 
appears bright. Recent estimates by the 
International Tin Council (ITC) indicate 
a continuing deficit for the year of some 
18,000 tons between production and 
consumption. Realistically, the only 
source of additional supplies is the US 
stockpile, which contains about 204,000 
tons of tin or some 171,(X)0 tons in 
excess of the objective of 33,000 tons. 

Aluminium: Western consumption of 
aluminium is estimated to have increased 
by only six per cent in 1977 to 11.3 million 
tons, compared with an increase of 19 
per cent in 1976. Production, on the other 
hand, is estimated to have increased to 
11.2 million tons by 10 per cent, com- 
pared with only three per cent in 1976. 

The annual world average price of 51.9 
cents a pound was 28 per cent higher 
than for 1976, while the US producer 


price averaged 51.3 cents a pound, 16 
percent above the 1976 average. The 
*‘free market*’ price, at which noncon¬ 
tractual supplies can be obtained on the 
open market and which is usually a more 
accurate indicator of the state of the 
market than the producer prices, also 
rose by 16 per cent over 1976, from 41.2 
cents to 48.0 cents a pound. 

At present, only a small number of 
developing countries export aluminium. 
These include Ghana (140,000 tons a 
year), Bahrain (126,000 tons a year), 
Surinam (45,000 tons a year) and Came¬ 
roon (25,000 tons a year). Others includ¬ 
ing Mexico, Jamaica and Indonesia, 
have plitns for establishing smelters to 
refine their domestic supplies of bauxite 
and alumina. 

The volume of world trade in both 
bauxite and alumina is estimated to have 
increased significantly in 1977; for ex¬ 
ample, Jamaica's exports are estimated to 
have been higher than*in 1976 by 20 per 
cent and 40 per cent, respectively. Since 


The high prices for tin in 1977 were 
extremely remunerative for exporting 
countries in spite of spiralling costs of 
production. Jn nominal terms, most 
exporters probably increased their earn¬ 
ings by at least 35 per cent over 1976 
and the average increase of all was closer 
to 40 per cent. 

The year 1977 was unfortunate for the 
Fifth International Tin Agreement. The 
intervention price rose above the ceiling 
of the ITA range in January and has 
remained continuously above it ever since, 
in spite of a 13 per cent increase in the 
ceiling price in July. The buffer slock 
exhausted its holdings of tin metal in 
January and has since had no power to 
restrain the price. In May, the United 
States indicated its intention of making a 
voluntary contribution in metal (estimated 
at about 5,000 tons) to the ITA buffer 
stock but legislative action is not ex¬ 
pected until some time in 1978. 

For most of the first half of 1977, the 
future of the ITA seemed uncertain, since 
Bolivia, which exercised a crucial num¬ 
ber of votes and is a high cost producer, 
was unwilling to ratify it. With the 
establishment of an economic and price 


Table II 

' Tin Production of Major Producers and Exports of Developing Countries 


1974 1975 1976 1977^ % change in 

1977 from 
1976 


Mine Production, Metal Content ('000 metric tons) 


World* 

183.4 

177.7 

178.2 

184.6 

4 

Australia 

10.5 

9.3 

10.4 

10.5 

I 

Bolivia 

29.2 

28.3 

' 28.1 

29.5 

5 

Brazil 

4.4 

5.0 

5.9 

6.4 

8 

Indonesia 

25.6 

24.3 

23.4 

24.4 

4 

Malaysia 

68.1 

64.4 

63.4 

60.8 

-4 

Nigeria 

5.5 

4.7 

3,7 

3.4 

—8 

Thailand 

20.3 

16.4 

20.5 

23.9 

17 

Zaire 

4.7 

4.6 

4.0 

3.7 

—7 


Exports (million 

US dollars) 



Total 

1,239 

974 

1,182 

1,672 

41 

Bolivia 

229 

182 

226 

330 

46 

Indonesia 

175 

134 

165 

240 

45 

Malaysia 

629 

502 

600 

810 

35 

Nigeria 

29 

28 

22 

30 

36 

Thailand 

152 

no 

146 

230 

58 

Zaire 

25 

18 

23 

32 

39 


a 

1 Estimated. 2 Excludes CMEA countries and the People's Republic of China. 

Data: International Tin Council; Inttrmtional Financial Stailslies', national sources; and Fund 
ataif asdmates. 
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1974, ihe majority of developiog countries 
have linked the tax levied on bauxite 
exports to the price of aluminium ingot 
in the importing countries. In Jamaica’s 
case, this resulted in an increase of nearly 

14 per cent and other exporters are 
believed to have imposed similar increases. 
The earnings of developing country 
exporters of bauxite and alumina may 
therefore have been on an average about 

15 to 20 per cent higher than in 1976. 

minimum prices 

The International Bauxite Association 
(IBA) held several meetings in 1977. 
Members include Australia, the Domini¬ 
can Republic, Ghana, Guinea, Guyana, 
H^iiti, Indonesia, Jamaica, Sierra Leone 
Surinam and Yugoslavia, which together 
account for about 80 per cent of western 
production of bauxite. In December, the 
IBA announced that members had agreed 
on a minimum price of $24 per ton, c.i.f,, 
for bauxite exported to the North 
American market. Current prices of ail 
suppliers to that market are reported to 
be above that figure. 

Lead and Zinc: Often mined together, 
lead and zinc have had similar price 
movements over long periods, with zinc 
prices usually being higher. In 1977 prices 
diverged and from the second quarter 
lead prices were significantly higher than 
those of zinc. The same situation seems 
likely in 1978. 

Lead is one of the few metals for which 
average prices were substantially^ higher 
in 1977 than in 1976. The LME spot 
price of 28 cents a pound was 38 per cent 
above the 1976 average and the US pro¬ 
ducer price, which was raised several 
times during the year, averaged nearly 31 
cents, or 33 per cent above the average 
for 1976. 

In 1977 lead, unlike most other metals, 
showed an approximate balance between 
supply and demand and producers’ 
slocks remainedat normal levels. Demand 
for lead was strong at the beginning of 
the year, ft 11 from June to October, and 
strengthened over the last three months 
of the year, with prices recovering to 
their earlier high levels. 

A number of factors helped to raise 
lead prices in 1977. Among them was the 


increased demand from countries of the 
Council for Mutual Economic Assistance. 
In addition, use of lead as a gasoline 
additive, which normally accounts for 
about 20 per cent of US lead usage, 
remained about the same as in 1976. On 
the supply side, industrial strikes and the 
overall inadequacy of world smelter capa¬ 
city caused shortages, 

Expoit earnings of developing countries 
from lead benefited from the strong 
demand for the metal and the price rises; 
in aggregate, it is estimated that they 
were about 12 to 15 per cent higher than 
for 1976. 

Of the non-ferrous metals, zinc was the 


ihost adversely affected by the slow growth 
of industrial demand in 1977. The weak¬ 
ness of demand for steel was particularly 
serioufS fpr zinc, as its principal use is 
for galvanising steel to prevent corrosion. 
Moreover, use of zinc die castings for 
automobiles—another major outlet- 
continued to decline. In contrast with 
lead, zinc was in over supply and pro¬ 
ducers’ stocks, which were very large at 
the beginning of the year, continued to 
accumulate. 

The weakness of the market was indi¬ 
cated by the progressively downward zinc 
pric.js. The world price quoted by 


Table III 

Mine Output of Selected Minerals and Metals by Major Producers 
Among Developing Countries 

(’000 metric tons) 



1974 

1975 

1976 

1977‘ 

% change in 
1977 from 1976 

World* 

71,467 

BAUXITE 

66.188 69,134 

72,500 

5 

Australia* 

19,994 

20,958 

24,085 

25,500 

6 

Brazil 

858 

969 

1,000 

1,030 

3 

Dominican Republic 

1,196 

785 

516 

495 

—4 

Guinea 

7,600 

8,406 

11,316 

11,800 

4 

Guyana 

3,606 

3,829 

3,108 

3,600 

16 

Haiti 

659 

522 

660 

690 

5 

Indonesia 

1.290 

993 

940 

1,050 

12 

Jamaica 

15,328 

11,570 

10,306 

10,500 

2 

Surinam 

6,885 

4.751 

4,588 

4,700 

2 

World* 

LEAD (metal content) 
2,537 2,549 2,449 

2,570 

5 

Mexico 

218 

179 

200 

220 

10 

Morocco 

86 

70 

67 

72 

7 

Peru 

166 

178 

182 

190 

4 

World* 

4.641 

Zinc (meial content) 
4,552 4,630 

5,000 

6 

Mexico 

263 

221 

259 

260 

— 

Peru 

397 

421 

458 

490 

7 

Zaire 

91 

80 

90 

95 

6 

Zambia 

80 

66 

38 

40 

5 

World* 

NICKEL (metal content) 
612 607 636 

640 

1 

Cuba 

34 

37 

37 

38 

3 

Dominican Republic 

31 

27 

24 

25 

4 

Indonesia 

16 

15 

14 

15 

7 

New Caledonia 

137 

133 

119 

125 

5 


1 Estimated. 2 Excludes CMEA countries and the People's Republic of China. 3 Included for 
purposes of comparison. 

Data: tVorld Metal Statistics, London; Statistical Office, Federal Republic of Germany. 
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Table IV 

Iron Ore Export Eemfngs of Selected Major Prodocers 

__ (million US dollars) 



1974 

1973 

1976 

1977‘ 

% change in 
1977 from 1976 

Totel 

2,426 

3,001 

3,163 

2,907 

8 

Australia 

850 

980 

1,019 

1.034 

I 

Brazil 

571 

921 

966 

850 

—12 

Chile 

73 

90 

86 

80 

—7 

India 

198 

244 

293 

275 

-6 

Liberia 

262 

294 

332 

276 

-17 

Mauritania 

130 

142 

154 

127 

—18 

Peru 

60 

52 

60 

50 

—17 

Sierra Leone 

15 

15 

... 

— 

— 

Venezuela 

267 

263 

253 

215 

—15 


1 Estimated. 

DtUa: International Financial Statistics; national sources; and Fund staff estimates. 


European producers was reduced during 
ti|e year from S79S to S600 per ton and 
even then some producers were offering 
discounts from their published price. 
US producer prices, averaging 34.4 
cents a pound for the year, were seven per 
cent below their 1976 average, while the 
LME spot price at which open market 
purchases of residual supplies can be 
made, averaged only 26.8 cents a pound, 
or 17 per cent less than in 1976. 

The oycrsupply problem for western 
producers in 1977 was accentuated by 
the substantia] supplies of zinc at low 
prices from certain centrally-planned 
economies, such as North Korea. 

World consumption of refined zinc is 
estimated to have increased by only 
about two per cent in 1977, while estimat¬ 
ed production, augmented by new capa¬ 
city, rose by six per cent. Among deve¬ 
loping countries, mine output may have 
increased in aggregate by about five per 
cent, but the earnings of most exporters 
were probably at least 10 per cent below 
those of 1976 because of lower prices. 

Nickel: Producers of nickel, which is 


used mainly in the manufacture of specialis¬ 
ed steel alloys and is essentia] for the 
production of stainless steel, experienced 
a particularly bad year in 1977. The 
International Nickel Company of Canada 
(INCO), which has dominated the market 
for many years, suffered steady erosion 
of its market share by more recently 
established companies in the United States, 
Australia and elsewhere. In the 1950s, 


INCO supplied over 80 per cent of west¬ 
ern nickel requirements, but in 1977 its 
share is estimated to ha\’c fallen to only 
35 per cent. 

Producers’ stock, which had begun 
to accumulate substantially in 1975, 
reached excessive proportions by the 
beginning of 1977 and they continued to 
build up to the equivalent of more than 
six months nomial annual consumption. 
INCO reported that by September its 
stocks, representing about 55 per cent of 
the world total, were three times their 
normal level. 

undercutting suspected 

INCO’s published price, recognised as 
the representative price of nickel, had 
been raised from S2.20 to 82.41 a pound 
in September 1976. Apart from a few 
weeks in April, it remained unchanged 
until July 1977, when INCO rescinded 
the September 1976 price increase and 
announced that it would no longer pub. 
lish a price. INCO suspected that othei 
producers were undercutting its published 
price in order to capture larger share of 
the very weak market. In December, most 
producers appeared to be returning to a 
system of publishing their prices. 

The outlook for 1978 shows no signi- 
ficant Improvement in the nickel market. 
Even with substantial growth of demand 
for steel and alloys, which is unlikely, 
producers of nickel will take some time 
to reduce their stocks to more normal 
level before restoring idle capacity to 
production. 

Iron Ore: Iron ore was affected even 
more adversely than the non-ferrous 



’ United Kingdom: Domestic or import price for ingots at least 99.5 per cent pure 
delivered to consumers 

^Brazil; 65 per cent fe, cif, North Sea ports Data: IMF Resaarch Department 
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metals by slow industrial growth in 1977. 
World demand for steel was very depres¬ 
sed. With producers in many countries 
operating at only 60 to 70 per cent of 
capacity, western output was below the 
1976 level by an estimated five per cent. 

Uncertainty about economic growth led 
to reduced investment in new plant and 
equipment, which seriously affected the 
demand for steel. The poor world de¬ 
mand for steel and strong price compe* 
tition had repercussions on the iron ore 
market. Although western production of 
iron ore in terms of iron content, increased 
by an estimated six per cent over 1976, 
world trade may have contracted equally. 

contract prices 

Only about a third of world trade is 
conducted at open market prices, which 
vary according to the form and quality 
of the ore and to the shipping arrange¬ 
ments. A representative market price 
for Brazilian ore averaged $ 21.6 per ton 
in 1977, about three per cent less than 
in 1976. Probably a little more than a 
third of the trade is carried on at contract 
prices, negotiated a year or more ahead. 
These prices arc seldom made public, 
but they may have advanced by about 10 
per cent over 1976 prices. 

Australia is by far the world’s largest 
exporter of iron ore, with the bulk of its 
exports sold under contract. In 1977 its 
earnings were probably a little higher than 
in 1976. In aggregate, the major deve¬ 
loping country exporters, accounting 
for about half of western trade, are be¬ 
lieved to have earned about eight i^er cent 
less than in 1976. 

During the year, the Association of 
Iron-Ore Exporting Countries, whose 
11 members (Algeria, Australia, Chile, 
India, Liberia, Mauritania, Peru, Sierra 
Leone, Sweden, Tunisia, and Venezuela) 
account for threefourths of western ex¬ 
ports, established its hcadquaitcrs at 
Geneva and met before UNCTAD's first 
preparatory meeting on iron ore, held in 
October in the context of its Integrated 
Programme for Commodities. At the pre- 
paratory meeting, it was generally accept¬ 
ed that because of its diversity in form 
and quality iron ore was ill suited to 
price stabilisation through an internation¬ 
al buffer stock agreement. 

Courtesy .* IMF Survey 
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Acharya Kripalani or 

rather his further presence in public life 
seems to be the first casualty of the Janata 
party's first anniversary. The Acharya has 
declared himself to be a political sanya- 
sin, if not a spiritual one. He seems to 
have done this in the mood of *‘a plague 
on both your houses”. That this act of 
renunciation has come in the wake of the 
trouble in Bihar may not entirely be free 
from a cause-and-eifect implication. The 
Acharya has never had a very high opi¬ 
nion of our political leaders or the game 
of politics as played by them. But he too 
is human and this explains bis participat¬ 
ing in the staging of that celebrated oath 
of allegiance at Rajghat on the morrow of 
the Janata party assuming office at the 
centre. 

Having lent a hand at this ritual, the 
Acharya has been resolutely trying to look 
at the brighter side of things. But the 
Patna disturbances seem to have persuad¬ 
ed him that the monkey which refuses to 
see evil when evil is very much there is, in 
reality, no wise philosopher, but a stupid 
and stubborn beast. Others have seen 
the evil earlier than the Acharya has, 
but having seen it at last, he realises 
clearly its immense potential for further 
evil. 

Hence perhaps his wanting to qualify his 
withdiawal from public life. Sambhavami 
Yiigc, yit/ge—declaims the Acharya in the 
Gita spirit of acceptance of responsibility 
so that Good may triumph and Evil be 
destroyed, not finally, as the simple-mind¬ 
ed suppose, but from epoch to epoch as 
Lord Krishna, having no illusions about 
human nature or the human destiny, has 
prescribed. 

Mr Raj Narain, who by his words or 


deeds, has been raising the blood pres¬ 
sures of his Janata colleagues all these 
days, is now reported to be afilicted with 
high blood pressure. 1 wish him speedy 
recovery, of course, but he is not making 
things easy for his well-wishers. The 
prime minister seems to have advised him 
that he should suspend his political pere¬ 
grinations for a while and remain in Delhi 
for rest and recuperation. Whether Mr 
Desai also offered Mr Raj Narain the 
hospitality of No. ], Safdarjang Road so 
that the latter could have the benefit of 
naturopathy or any other appropriate 
system of medical treatment under Mr 
Desai's own personal supervision is not 
known. What is public knowledge, how¬ 
ever, is that Mr Raj* Narain has chosen to 
go into the All-India Institute of Medical 
Sciences for his cure. 

Even the VIP suites in 

the Institute, however, are not big enough 
to contain the large and ebullient political 
frame of the Health minister. So we hear 
of him addressing his faithful flock at Rae 
Bareli, assuring it that ‘‘no non-Rae Bareli 
man will get employment" at the switch¬ 
ing equipment factory which the Indian 
Telephone Industries, a central govern¬ 
ment undertaking, is building in that town, 
at a cost of Rs 22 crores. Press reports 
also say that, turning to Mr Brijlal Verma, 
Communications minister, who was by his 
side, Mr Raj Narain exacted a promise 
from him that the Rae Bareli employment 
exchange register would be scrutinised 
carefully to ensure that “surreptitious 
entries by outsiders are not made". It may 
be recalled that Mrs Gandhi was criticised 
because her government had chosen her 
constituency for siting the telecommuni¬ 
cations complex. Subsequently Mr Sanjay 
Gandhi was accused of drafting his Maruti 


MOVING 

FINGER 


clansmen for employment at this project 
and thereby denying legitimate work op¬ 
portunities to the local people. I presume 
that Mr Raj Narain sought and obtained 
the forgiveness of Bharat Mata, whose 
grace he so often feels he needs, before he 
went to town with his own version of 
some Indians being more Indian than 
other Indians. We are all sons of 
the soil, no doubt, but, as any farmer 
knows, the soil is not the same every¬ 
where. 


Let nobody get the 

impression that I can see no good in 
Mr Raj Narain. There is, of course, a lot 
in him to admire. Take, for instance, the 
doughty fight he is putting up against 
certain other Janata leaders, who seem to 
be over-anxious to avoid a post-mortem 
of the party's performance in the recent 
assembly elections. The question is not 
whether Mr Raj Narain may not be mis- 
taken or may not have his own motives 
when he makes certain -allegations against 
those Janata leaders who were directly 
responsible for the strategy or tactics of 
the organizational apparatus of the Janata 
election campaign. The fact is that Mr 
Chandra Shekhar, the Janata party presi¬ 
dent, did lake it upon himself to deter¬ 
mine to a large extent, perhaps to a deci¬ 
sive degree, the policies and programmes 
for fighting these elections. 


It is therefore only proper that the party 
should not shy at fixing responsibility for 
the Janata election failures, or, what is 
more important, making a reassessment 
of the assumptions on which the Janata 
election campaigns were planned or pur¬ 
sued. So long as this necessary self- 
examination is evaded or even delayed, 
Mr Raj Narain cannot be faulted on his 
efforts to keep the heat on those Janata 
leaders who, for reasons of their own, 
would rather not have their linen washed 
in public. Especially in view of the strange 
goings-on in respect of the selection of 
Janata candidates for the Rajya Sabha it 
is difficult not to sympathize with any 
effort which may contribute, whether 
directly or indirectly, to the promotion of 
reasonably open politics in the govern¬ 


ment of the 
ruling party in 
the nation. 
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TRADE 

WINDS 


Export Duty on Coffoo 
Roducod 

Having regard to the fall in 
international prices of coffee 
recently, the central govern¬ 
ment have reduced the rate of 
export duty on coffee from 
Rs 700 per quintal to Rs SOO 
per quintal with effect from 
March 16, 1978. 

Paper Output 

Although the total produc¬ 
tion of paper and paper board 
had increased by more than 
50,000 tonnes in the year 1977, 
the percentage of production 
of writing and printing papers 
had declined, resulting in shor¬ 
tages of common varieties of 
paper, and some mills had 
taken advantage of the situa¬ 
tion to effect steep increase in 
the prices of some varieties of 
paper. 

To correct this imbalance, 
government have issued, in 
exercise of the powers vested 
under Section 3 of the Essen¬ 
tial Commodities Act, 1935, 
an order entitled the Paper 
(Regulation of Production) 
Order, 1978. The order stipu¬ 
lates inter alia that mills with 
an installed capacity of 25 
tonnes per day or more should 
produce white printing paper 
to the extent of at least 30 per 
cent of total production and 
five other common varieties of 
writing and printing papers 
(cream laid or wove paper, 
coloured printing paper, dupli¬ 
cating paper, offset or litho 
paper and typing paper) to the 
extent of at least 33 per cent 
of total production, of which 


not less than 20 per cent shall 
be cream laid or wove paper. 

It is expected that this would 
result in increased availability 
of commonly used cultural 
papers particularly creamlaid 
or wove paper, and consequent 
easing of the price situation. 
The order also stipulates that 
manufacturers shall stamp the 
ex-factory sale price and retail 
sale price on their products. 
The Paper (Control of Produc¬ 
tion) Order, 1974, has been 
repealed simultaneously, 

WFP Dairy Project 

India and the World Food 
Programme have signed an 
agreement extending the WFP 
assisted project in the field of 
animal husbandry and dairy 
development for another year. 
WFP had committed a supply, 
free of cost, of 42,000 MT of 
butter oil and 1.26 lakh MT of 
skimmed milk powder over a 
five year period ending June 
30, 1975. The project was sub¬ 
sequently extended for a period 
of three years ending June 

1978. It is now extended by 
another year i.c. upto June 30, 

1979. The agreement was sign¬ 
ed by the secretary (Agricul¬ 
ture & Rural Development), 
Mr O.V.K. Rao, on behalf of 
the government of India, and 
Mr G.N. Vogel, executive 
director of the World Food 
Programme. 

These commodities supplied 
by the WFP are sold by the 
Indian Dairy Corporation to 
the public sector dairies at 
approved prices and the funds 
generated are used for taking 


up various activities connected 
with animal husbandry and 
dairy development in India. 
The Mother Dairy in De^hi 
has been constructed with" 
funds available under this 
project. Originally the sale of 
these commodities was expect¬ 
ed to generate funds equivalent 
to Rs 95.40 crores but as a 
result of subsequent revision 
of transfer prices, the total 
generation of funds is expected 
to be of the order of Rs 116.40 
crores. 

The World Food Programme 
has a pledge of 750 million dol¬ 
lars for the biennium 1977-78 
and a higher target of 950 
million dollars has been fixed 
for the next biennium 1979-80. 
It has provided substantial 
commodity assistance to India 
since its inception. Of the 48 
projects, 15 arc presently in op¬ 
eration or in various stages of 
operation. These include pro¬ 
jects in the field of command 
area development, forestry, 
institutional feeding, special 
nutrition programme and the 
animal husbandry and dairy 
project (Ojperation Flood). The 
World Food Programme had 
also provided 720 tons each of 
skimmed milk powder and 
butter oil for cyclone affected 
areas in southern India. 

Coal Resorvos 

Detailed geological explora¬ 
tion work for fulfilling coal 
requirements during the plan 
period 1978-83 is nearing com¬ 
pletion. This is being done 
especially for meeting the 
requirement of the increased 
thermal power generation envi¬ 
saged in the fbture. This infor¬ 
mation was given by the minis¬ 
ter for Energy, Mr P. Rama- 
chandran in the Lok Sabha 
recently. 

It is also been planned that 
exploration drilling required 
for coal production in 1992-93 
will be completed seven years 


in advance. Mr Ramachan- 
dran stated that according to 
the present set up, the first 
stage of exploration by geologi. 
cal mapping and initial drilling 
is conducted by the Geological 
Survey of India. When coal 
belt areas have been identified 
by the OSI detailed explore, 
tion by extensive drilling is 
arranged by the coal com¬ 
panies. 

Bockward and Tribal 
Aroao Dovolopmont 

In the next Plan an integrat¬ 
ed rural development pro¬ 
gramme is envisaged to im¬ 
prove the lot of the popula¬ 
tion which is below the pover- 
ty line. This was stated by Mr 
Morarji Desai, prime minister, 
in a written answer to the 
question in the Lok Sabha 
recently. He added that the 
sub-plans covering 23 million 
tribal population will continue 
in the next Plan. The Plan is 
currently under consideration. 
The programme within these 
sub-plans will be rc-oriented in 
consonance with national ob¬ 
jective of full employment 
within a specified period so as 
to generate additional income 
for the tribal families. The 
major thrust will be on im¬ 
provement of agriculture, hor¬ 
ticulture, minor irrigation, 
forestry-oriented programmes, 
marketing and education. 

On the survey of economic 
condition of Chhotanagpur and 
Santhal Parganas in Bihar, the 
prime minister said that a 
special authority named 
‘Chhota Nagpur and Santha) 
Parganas Autonomous Deve¬ 
lopment Authority’ was creat¬ 
ed for formulating the develop¬ 
ment plans for this area. The 
role and functions of this 
authority have been reorganis¬ 
ed recently to make it effective. 
In addition to outlays of the 
state plan in different sectors 
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of development, a tribal sub- 
pfiin covering 112 blocks is 
being implemented in this area 
with special central assistance. 
This sub-plan specifically aims 
at narrowing the gap in the 
level of development between 
the tribal and other areas. The 
Chhota Nagpur and Santhal 
Parganas Autonomous Deve¬ 
lopment Authority coordinates 
and supervises the preparation 
of the sub-plan for the area 
and its implementation and also 
makes assessment of the resour¬ 
ce-endowments, the socio-econo¬ 
mic conditions of the people 
and the potential of the area. 

Dynamic Role for 
Cooperative Sector 

The cooperative movement 
must develop as an important 
autonomous; self reliant and 
politically neutral movement 
serving the interest of consu¬ 
mer within the country. This 
was stated by Mr Mohan 
Dharia, minister of Commerce, 
Civil Supplies & Cooperation 
recently, while inaugurating the 
sixth meeting of the general 
council of the National Coope¬ 
rative Development Corpora¬ 
tion (NCDC). He said that 
the government was committed 
to develop a viable public 
distribution system throughout 
the country in order to bring 
price stability. In this regard, 
he referred to the new public 
distribution scheme which has 
been worked out by the govern¬ 
ment of India and circulated 
to stale governments for their 
comments. He said that it 
would not only be a distribu¬ 
tion scheme but cater to the 
production aspects as well. 

The cooperatives will have to 
play a very wide and significant 
role in its achievement specially 
in the rural areas, he stressed. 
He felt that while opening new 
centres of public distribution 
priority should be given to 


consumer cooperatives through 
village panchayats. Mr Dharia 
exhorted the NCDC to play 
morcdynamic role in the imple¬ 
mentation of the cooperative 
programmes and to develop 
into a truly national level orga¬ 
nisation for the development 
of the entire cooperative sec- 
tor in the country. 

Rural Electrification 

The Rural Electrification 
Corporation has sanctioned 
99 new projects involving a 
total loan assistance of about 
Rs 35 crores. As many as 19 
states will benefit from these 
projects. Together, the new 
projects covering about 7,500 
villages provide for the energi¬ 
sation of more than 24,300 
irrigation pumpsets/tube wells 
and nearly 3,000 small indus¬ 
tries in rural area. Also, more 
than one lakh domestic and 
commercial services and street 
lights will be connected in the 
scheme areas. 

A significant feature of the 
new sanctions are 19 special pro¬ 
jects approved under a new cate¬ 
gory of loan known as Special 
Projects Agriculture—(SPA), 
which has been designed espe¬ 
cially for energisation of irri¬ 
gation pumpsets and tubewells 
to promote agricultural pro¬ 
duction. For these special 
projects, an aggregate Joan 
assistance of over Rs 4.8 
crores will be provided to 10 
states. SPA is a short dura¬ 
tion, quick-result-yieUiiiig 
scheme especially Introduced 
to cover energisation of irriga¬ 
tion pumpsets in potential 
areas for the purpose of giving 
an immediate fillip to farm 
production. The corporation 
has also introduced a new 
scheme known as Special Pro¬ 
ject (Industries) to promote 
the rapid growth of agro-based 
and other small-scale indus¬ 
tries in rural areas covering 


towns with population ranging 
upto 50,000. 

With this the total number 
of projects sanctioned by REC 
so far, has increased to over 
1,880. The loan assistance for 
these projects aggregates over 
Rs 773 crores. These schemes 
together cover nearly 1.4 lakh 
villages which is about one- 
fourth of the total number of 
villages in the country. On 
completion the schemes will 
energise more than 9.2 lakh 
irrigation pumpsets and tube- 
wells and over 1.4 lakh indus¬ 
tries in the rural areas. Other 
services including street lights 
exceed 39 lakhs. 

Rail Electrification 
Project 

The Planning Commission 
has cleared a power supply 
scheme for electrification of 
railway track between Waltair 
and Kirandal in Andhra Pra¬ 
desh. The estimated cost of the 
scheme is Rs 197.00 lakhs. 
The scheme envisages exten¬ 
sion of power supply at five 
points by constructing 40 km 
of new lines, establishment of 
switching stations and exten¬ 
sion of existing sub-stations. 
The scheme also provides for 
equipments at the traction sub. 
stations. The supply of plant 
and equipment will be from 
indigenous sources. 

Foreign Demand for 
Indian Pig Iron 

The minister of slate for 
Steel and Mines, Mr Karia 
Munda, told ihe Lok Sabha 
recently that there was con¬ 
siderable demand for Indian pig 
iron abroad and there were limi¬ 
ted enquiries for special steels 
as well. The export contracts 
pending were to the extent of 
one hundred thousand tonnes 
of pig iron, while negotia¬ 
tions were also in progress for 
the exporter additional quanti- 
tics: under the Trade Plan 


provisions. Mr karia Munda 
further informed that the 
production of saleable steel 
from the integrated steel plants 
during April 1977 to Feb¬ 
ruary 1978 totalled 6.30 million 
tonnes as against 6.26 million 
tonnes in the corresponding 
period of 1976-77. 

Gujarat State 
Financial Corporation 

The new entrepreneur scheme 
presently administered jointly 
by Gujarat Industrial Invest¬ 
ment Corporation Limited 
and Gujarat State Financial 
Corporation will be ddminis- 
tcred by GSFC only with effect 
from April 1, 1978. Prospec¬ 
tive entrepreneurs desirous of 
availing the assistance under 
this scheme have been advised 
to approach Mr N.S. Ayachit, 
Co ordinator, NES from April 
I, 1978 onwards at the follow¬ 
ing address: Co-ordinator, New 
Entcrprencurs Scheme, Gujarat 
State Financial Corporation, 
Vallabh Sndan Building, 
Ashram Road, Ahmcdabad. 

AIEI's Estimates on 
Budget 

Associalion of Indian Engi¬ 
neering Industry has estimated 
that the initial impact would 
increase prices of a large 
number of industrial goods by 

6 pci cent to 8 per cent. For 
a large variety of engineering 
products the minimum cost 
increase is estimated at 10 per 
cent. The minimum approxi- 
mate price increase tor a few 
items are: Petroleum 4 per 
cent; tyre 5 per cent; alumi¬ 
nium 10 per cent; polyester 
fabrics 6 per cent; soaps and 
detergents 3 per cent; paper 2 
to 6 per cent;cartons5 per cent; 
tin containers 2 to 3 per cent 
and aluminium products 6 to 

7 per cent. 

At a time when high present 
levies are already hindering 
greater utilisation of capacity, 
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such a regressive step might 
breed Airtherdemand recession, 
squeeze savings and reduce our 
trading advantages. The indus¬ 
tries which are unable to trans¬ 
fer this burden would have to 
absorb this and in the process 
might become “sick”, the 
AIEI stated. 

Tax on Advertising 

The executive committee of 
the Advertising Agencies Asso¬ 
ciation of India (AAAI) which 
met on March 1, 1978 viewed 
with grave concern the pro¬ 
posal to tax advertising ex¬ 
penditure. The president of 
the AAAI, Mr Subhas Ghosal, 


has addressed a telegram to 
the Finance minister stating 
that the measure might even¬ 
tually lead to curtailment 
of consumer’s freedom of 
choice. Any curb on advertis¬ 
ing would retard industrial 
growth at a time when the 
prime need of the economy 
was to generate and stabilise 
demand for products allowed 
to be manufactured by govern¬ 
ment licensing. He added that 
advertising agencies and allied 
industries would be hard hit 
by the proposed measure and 
many people such as artists, 
copywriters, photographers 
and process engravers might be 


thrown out of employment 
and, precisely because of their 
specialist skills, might not be 
able to find alternative emplc^- 
ment. 

The executive committee of 
the Delhi Advertising Club, at 
its emergency meeting, con¬ 
demned the restriction impos¬ 
ed on advertising expenditure 
in the union budget. The 
committee expressed grave 
concern over the taxation pro¬ 
posals as it felt that the econo¬ 
mic and social implications of 
the measure, in fact, ran con¬ 
trary to the Janata party’s elec¬ 
tion manifesto and, in contrast, 
were a deviation from the 


established and well-settled 
economic and financial route 
of the country. 

Indian Assistance for 
Roads in Afghanistan 

India has promised all pos¬ 
sible help in the constrnction 
of roads in Afghanistan. This 
will include loaning of services 
of Indian engineers and train¬ 
ing of engineers from Afgha¬ 
nistan. The assurance was 
given by the minister for Ship¬ 
ping and Transport, Mr 
Chand Ram, when an Afghan 
delegation, currently visiting 
India, called on him recently. 
The 5-member delegation was 


Directorate of Purchase and Stores 


Director, Directorate of Purchase and Stores. Department of Atomic 
Energy, Bombay, invites tenders as detailed below: 

1. DPS/PPED/ELE/492 due on 5.4.78. Manufacture, testing, packing 
and delivery of copper conductor cable of 650/1100 V and 250/440 V grade 
of 1 pair, 3 pair and 10 pair as per purchaser’s specification. Quantity 102 
KM. 

2. DPS/AM D/LAB/369 due on 6.4.78. Platinum laboratory wares to 
our specifications 99.9% purity. 123 Nos. 

3. DPS/HWP/POL/363 due on 6.4.78. Polyaminc cured epoxy resin 
system (room temperature cured). 1975 Kgs. 

4. DPS/NFC/ENG/362 due on 7.4.78. Hand gloves in chrome 
leather asbestos and PVC, as per tender specifications for Nuclear Fuel 
Complex, Hyderabad. Qty. 28.*)0 Pairs. 

5. DPS/BARC/FAB/151 due on 7.4.78. Manufacture and supply of 
Tube Bundle assembly suitable to 'SERCK* after cooler type HC for use in 
compressed air system, as per purchaser's specification and drawing. Qty. 
2 Nos. 

6. DPS/NAPP/PPED/rAB/42 due on 10.4.78. Design, manufacture, 
inspection, testing and shipment of flexible joint assembly as per purchaser's 
specification and drawing. Qty. 2 Nos. 

7. DPS/NFC/ENG/361 due on 11.4.78. Fabrication of coolant tank 
6m* capacity, as per drawing and tender specifications for Nuclear Fuel 
Complex. Qty. 1 No. 

8. DPS/PPED/ELE/496 due on 18.4.78. Manufacture, design, test¬ 
ing. inspection, delivery and guarantee of 6 twisted pair and 16 pair. 
20 AWG iron-constant thermocouple extension cable as per purchaser's 
specifications. Quantity 2000 meters. 

9. DPS/RRC/FAB/207 due on 11.4.78. Manufacture, Inspection, 
supply, properly packed and delivery at Fast Breeder Test Reactor Site, 
Kalpakkam of soft pig lead castings along with their individual moulds 
(mild steel) confirming to purchaser's tender specification and drawing. 
Qty. 15 MT. 

10. DPS/BARC7FAB/150 due on 12.4.78. Fabrication supply and 
installation of mild steel storage tanks as per purchaser's drawing. Qty. 2 
Nos. 

11. DPS/RRC/BNG/231 due on 12.4.78. Antimonial lead shots, 
as per tender specifications for FBTR Project, Kalpakkam, Tamil Nadu. 
Qty. 10/35 MT. 

12. DPSyBARC/MHD/MIA/58 due on 13.4.78. Temperature pro- 
grammer-cum-controtler. Linear programmer with heating and cooling rate 
between 1 to 20''C/min. with isothermal controller to control within ^IX. 
Sensing element Pt vs Pt-10% Rh. thermocouple. Qty. 8 Nos. 

13. DPS/NAPP;PPED/ENG/110 due on 13.4.78. Hard chrome plat¬ 
ing of finish machined and fitting forgings as per drawing and tender speci¬ 
fications. Qty. 700 Nos. 

14. DPS/RRC/PPF/215 due on 14.4.78. Supply of pneumatically 


operated control valves as per purchaser’s tender specifications. 

15. DPS/BARC/CAP/2774 due on 14.4.78. Stainless steel steam jets 
for fluid transfer capacity 10 hters/minute as per purchaser’s specifications. 
25 Nos. 

16. DPS/BARC/CAP/2793 due on 17.4.78. Design, manufacture, 
testing, supply, delivery and guarantee of plunger pumps capacity 9.12 lit/ 
min. 1 No. and capacity 4.56 lit/min. 1 No. as per purchaser's tender 
document. 

17. DPS/NAPP/PPED/FAB/44 due on 17.4.78. Manufacture, inspec¬ 
tion, packing and supply of the spline drive shafts as per purchaser’s speci¬ 
fication and drawing. Qty. 6 Nos. 

18. DPS/NAPP/PPED/FAB/46 due on 18.4.78. Design, preparation 
of shop drawings, manufacture, inspection, shop testing supply, guarantee 
and delivery to Narora Atomic Power Project Site, Narora of moderator 
heat exchangers as per purchaser's tender document. Qty. 4 Nos. 

19. DPS/AMD/STY/243 due on 20.4.78. Offset printing machine 
with standard segment size 220 x 370 mm. 1 No. 

20. DPS/NAPP/MlA/53 due on 24.4.78. Polyphase meter testing 
bench with the necessary accessories, for testing, adju-sting and calibrating 
30 Nos. 230 V, single phase or 10 Nos. 400 V 3 phase 3/4 wire meters of 
standard rating at a time complete with automatic circuit breaker. 1 No. 

21. DPS/BARC/EEQ/3005 due on 24.4.78. Fabrication and painting 
of panel cubicles & louvers of various sizes. 

22. DPS/PPED/MIA/502 due on 26.4.78. Controller display unit 
with complete set point and manual control potentiometers having rating 
10 K, Linearity+0.5% rotational life 1,000,000 shaft revolutions or more 
with deviation indicator, output meter transfer switch etc. Qty. 50 Nos. 

23. DPS/BARC/CAP/2766 due on 26.4.78. Design, supply, erection 
and commissioning of furnace charge handling system comprising bucket 
elevators, belt conveyors, grab buckets etc. to transfer a total of 5 tonne of 
charge to feed bins of 2.5 tonne each per hour, as per purchaser’s specifica¬ 
tion and drawing. 1 Unit. 

Tender documents priced Rs 10/- each for items 2, 3, 4,12,19,20; 
Rs 15/-each for items 7, U, 22; Rs 20/- for item 13; Rs 25/- each for 
items 5. 15, 16, 23; Rs 50/- each for items 6, 9, 19,14,17, 8; Rs 100/- each 
for items 1, 21 and Rs 300/- for item 18 and general conditions of contracts 
prioed Re 0.50 P for all items except for items 5, 6, 9, 10,17 & 18 can be 
had from the Finance and Accounts Officer, Department of Atomic Energy, 
Directorate of Purchase A Stores, 3rd Floor, Mohatta Building, Palton 
Road, Bombay-400001 between 10 a.m. to 1 p.m. on all working days 
except on Saturdays for all items except items 15,16, 23 for which tender 
documents available upto 6.4.78,12.4.78 A 20A.78 respectively. Important 
licence will be provided only if the items are not available indigeneously 
for items 4, 7,11,13 to 16 A 23. Tenders will be received up to 3 p.m. on 
the due date shown above and will be opened at 4 p.m. the same day. The 
riiht is reserved to accept or reject lowest or any lenders in part or full 
without assigning any reasons. 

davp 645(353)/77 
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for Public Works, Ohasuddin 
Fay^q. 

Suite Budgets 

Kerda 

The Kerala budget for 1978- 
79 presented to the state as¬ 
sembly by the finance minister, 
Mr M.K. Hemachandran shows 
an overall deficit of Rs 11.98 
crores. On the revenue ac¬ 
count, the rd^ccipts are estimat¬ 
ed at Rs 473.38 crores and ex¬ 
penditure atRs 471.42 crores 
leaving a surplus of Rs 1.96 
crores. The Finance minister 
expects to raise Rs 2 crores 
for next year by framing neces¬ 
sary statutes to give effect to 
the sales tax increases announc¬ 
ed in his last year's budget. 
He also proposed additional 
sales tax at 10 per cent of the 
current rates on the sales dur¬ 
ing 1978-79 to raise Rs 10 
crores. The Finance minis- 
ter said the state had to 
bear the loss of sales tax over 
and above the amount of 
Rs 45 crores for the three 
years ending with 1978-79 as 
assessed by the central govern¬ 
ment consequent on the amend¬ 
ments to the Central Sales Tax 
Act. The slate government 
has estimated this loss at Rs 70 
crores. 

The Planning Commission 
officials had during discus¬ 
sions held in January last, 
expressed the view that the 
state should meet the entire 
loss till the end of 1978-79 
after which the award of the 
Seventh Finance Commission 
might govern such situation. 
Against this background, set¬ 
ting aside the loss of Rs 46 
crores the government propos¬ 
es to raise an amount of Rs 10 
crores out of the remaining 
Rs 26 crores by way of addi¬ 
tional taxation till the award of 
the commission took effect. 

Several new measures includ¬ 
ing schemes for relief toun- 


apioyea youtn ana price sup¬ 
port for paddy and tapioca and 
increase in DA to government 
employees from January this 
year were announced. The 
other schemes announced in¬ 
cluded increased financial as¬ 
sistance to films produced with¬ 
in Kerala, enhanced payment 
from fishermen’s relief fund, 
provident fund for advocates, 
financial help for the children 
of ex-servicemen and widows 
towards marriage expenses of 
their daughters and subsidised 
housing for journalists involv¬ 
ing an additional expenditure 
of Rs 21.20 crores for next 
year. Mr Hemachandran said 
the government had made a 
provision of Rs 5 lakhs for a 
subsidised housing scheme for 
journalists for next year. The 
subsidy given for films shot 
fully within Kerala will be in¬ 
creased from the present 
Rs 25,000 to Rs 50,000. The 
present grant of Rs 3,000 to¬ 
wards relief paid to families of 
fishermen who meet with acci¬ 
dents while out in the sea is to 
be enhanced to Rs 5,000. 

Rfgasthan 

New levies to yield Rs 6 
crores have been proposed in 
the Rajasthan budget for 1978- 
79, presented to the state 
Vidhan Sabha by the Finance 
minister, Mr Adityendra. The 
new levies have been confined 
only to liquor whose price has 
been substantially raised. Be¬ 
sides a five per cent increase in 
the sales tax and the excise duty 
by Rs 3 per litre^ the renewal 
fees for liquor shops are 
proposed to be increased by 
100 per cent. Other special 
features of the Rs 34.22 crores 
deficit budget are the complete 
withdrawal of sales tax on 
gobar gas plants and exempt¬ 
ing the waqf properly from 
lands and buildings tax. Sales 
tax on tractors has been reduc¬ 
ed from five per cent to four 


pK cent, Desiaes lowering the 
passenger and goods tax on 
tractor trolly from Rs 840 per 
annum to Rs 450. 

A number of concessions 
have been given to Khadi and 
Village Industries. Products of 
the 22 industries mentioned in 
the All-India Khadi and Village 
Industries Act 1956, are exemp¬ 
ted from the state and central 
sales tax. On iron ore, the 
sales tax has been raised from 
three per cent to four per cent. 
The revenue receipts during 
1978-79 have been placed at 
Rs 588.16crores and the expen¬ 
diture at Rs 506.16 crores. The 
surplus on revenue account was 
thus shown at Rs 29.45 crores. 

In the capital account, how¬ 
ever, adeficit of Rs 58.50 crores 
was shown as indicated from 
the capital receipts, placed 
Rs 162.86 crores and the expen¬ 
diture at Rs 221.36 crores. The 
budgetary gap during the year 
was Rs 29.05 crores. It would 
however, increase to Rs 34 22 
crores after adding the carry¬ 
over deficit of the current year 
and the carried over draft of 
Rs 7.48 crores. Sales tax on 
worsted and semi-worsted wool¬ 
len yarn including carpet yarn 
from seven per cent to two per 
cent has been proposed. 

Mr Adityendra, proposed 
to meet the gap by floating 
rural bonds and extending the 
state Insurance scheme to em¬ 
ployees of the panchayat raj 
institutions, state public sector 
undertakings and local bodies. 
These steps would yield 
Rs 22.50 crores. 

Jammu & Kashmir 

The Jammu and Kashmir 
budget shows an overall deficit 
ofRs40 crores, despite some 
fresh imposts to raise resources 
for Plan expenses. The Finance 
minister, Mr D.D. Thakur, 
pointed out that the centre had 
agreed to provide assistance to 


cover tne entire deficit. Mr 
Thakur announced two succes¬ 
sive increases in the dearness 
allowance rates of state govern¬ 
ment employees, effective from 
January 1 last and April 1, in 
partial fulfilment of the Natio¬ 
nal Conference's election pledge 
to raise the DA to central 
rates. The employees, number¬ 
ing abont 150,000 would bene¬ 
fit by Rs 45 to Rs 155 as a 
result of the decision to give 
them D.A. ranging from 88 
per cent of the central rate at 
the lowest level and 70 per cent 
of the central rate at the high¬ 
est level from next month. Ho 
also gave an additional dear- 
ness allowance vf Rs 10 to all 
pensioners and of Rs 8 to 
permanent daily wagers in all 
departments and to the village 
chowkidars. He raised the 
sales tax exemption limit from 
Rs 15,000 to- Rs 50,000 in the 
case of all traders, and to Rs 1 
lakh in the case of halwais, 
bakers, dhaba wallahs and hote¬ 
liers. 

Mr Thakur proposed an in¬ 
crease of 50 paise to Rc 1 
per bottle in the price of coun¬ 
try liquor in order to discour¬ 
age drinking. He also pro¬ 
posed a raise of Rs I per 
litre in the duty payable on 
luquor imported by the army 
and the canteen stores depart¬ 
ment. He announced small 
increases in the water charges 
to fetch Rs 6 Jakhs. In spite 
of this decision, water fees in 
the state would be only a frac¬ 
tion of those obtaining in neigh- 


r -^ 

South India Shipping | 
Corpn Ltd 

In our issue dated December 
2, 1977, in the Chairman’s 
speech, in the last column under 
the head Indian Tonnage the 
figure 8.58 million DWT should 
read as 8.53 million DWT. The 
correction indicated on page 
174 of Eastern Economist dated 
January 27, should be ignored. 
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bouring states. He said a small' 
rationalisation would be made 
in the tax rates on forest pro¬ 
ducts such as guchhi, katha and 
diascorea. The items, which 
did not affect the low-income 
consumer, would be taxed at 
seven per cent. Honey, flower 
seeds and vegetable seeds were 
granted exemption from sales 
tax. He added that rationale 
sation of other taxes, especial¬ 
ly in respect of luxury goods, 
would follow in the course of 
the year. 

Mr Thakur estimated the 
revenue receipts and capital 
receipts for 1978-79 at Rs 15! .27 
crores and Rs 230.66 crores 
respectively •and revenue ex¬ 
penditure and capital disburse¬ 
ments at Rs 164.07 crores and 
Rs 249.09 crores respectively, 
leaving a net deficit of Rs 31.24 
crores in the non-plan budget. 
The deficit on the plan account 
was put at Rs 17.76 crores, 
raising the overall deficit to 
Rs 49.00 crores. He gave the 
following revised estimates for 
the current year: revenue re¬ 
ceipts Rs 174.10 crores; revenue 
expenditure Rs 171.15 crores; 
capital receipts Rs 319.56 
crores; capital disbursements 
Rs 322.50 crores. 

New Initiatives 
of IFFI 

The International Fellow¬ 
ship Foundation of India, 
(IFF!) which has been fostering 
research, training and scholar¬ 
ship in tourism since the early 
seventies, has now instituted 
the Mohindcr Sethi Scholar¬ 
ship Fund to promote speciali¬ 
sation in catering and hotelier- 
ing. In the process, the 
fund will commemorate the 
services of a leader to the 
world of catering and 
hotelicring. The Mohiiider 
Sethi Scholarship Fund, with 
an initial capital of ne<irly 
a lakh of rupees will grant 
scholarships on the basis of 


merit and mcais; The schofan ' 
will be trained at one of the 
national catering centres situated 
respectively in Delhi, Bombay, 
Calcutta & Madras. The two 
scholarships released so far in 
1978, have gone to a candidate 


Mr J.G. Boyle, financial 
adviser to the Burmah Group 
in India, since 1972, a director 
of Oil India (OIL) and the 
Tinplate Company of India 
(TCIL) and presently a member 



Mr J.G. Boyle 


of the Burmah’s team for nego- 
tiations with the government 
of India on the latter’s propos¬ 
ed take over of the Burmah’s 
50 per cent equity in Oil India 
(OIL) and 100 per cent assets 
in the Assam Oil Company 
(AOC) now. returns to the 
Burmah headquarters in Swin¬ 
don, the UK. Mr Boyle will 
pay periodic visits to represent 
Burmah’s financial case in 
negotiations until the process 
of inducting Oil India (OIL) 
and the Assam Oil Company 
(AOC) into the public sector is 
finally completed. A chartered 
accountant, Mr J.G. Boyle, 
joined the Burmah Oil Com¬ 
pany in 1958 and first served 
in Rangoon, Chittagong and 
Karachi before his posting to 
Digboi and Delhi. He also 
worked as chief accountant 


each from Madras ana ueini. 
This scholarship scheme will 
be managed under the overall 
control of the International 
Fellowship Foundation fund 
of India (IFFI). The Founda¬ 
tion whose trustees are: Mes- 

Namtt in tba Naws 

of one of the Inchcape Group 
of companies operating bet¬ 
ween Baghdad and Muscat. 

Mr Rossi Mody, managing 
director, Tata Steel, has 
been appointed chairman of 
The Indian Tube Company 
Limited, in place of Air 
Marshal P.C. Lai, who has 
join'id as the full-time chair¬ 
man of Indian Airlines and Air 
India. Mr Mody, who has 



Mr Rossi Mody 


spent 38 years with Tata Sleel- 
the past four years as its 
managing director—has been 
on the board of Indian Tube 
since 1972. MrH. Chakravarti, 
deputy managing director, 
has moved up as managing 
director of Indian Tube. 

Mr Faiz A. A. Jasdaowalla, 
alternate President of the 
Associated Chambers of Com¬ 
merce and Industry of India, 
has been appointed a director 
of the central board of the 
State Bank of India and presi¬ 
dent of the local board of the 


STB inner snari 
shband and Mohiader Puri, 
was set up in the early seventies 
to cater to the vast training re- 
quinments of tourism which 
is a large flonridiing industiy 
today. 


State Bank, Bombay. Con¬ 
nected with the metal industry 
for a long time, Mr Jasdan- 
walla was the first Asian to be 
elected to the executive com¬ 
mittee of the International 
Committee of Foundry Techni¬ 
cal Association and later its 
vice-president and president. 
He is a former President of 
Association of Indian Engi¬ 
neering Industry. 

Mr V.P. Sarma, Financial 
Controller of Bharat Earth 
Movers Limited, has been pro¬ 
moted as the Genera] Mana¬ 
ger (Finance) of the company 
and has assumed charge of 



Mr V. P. Sarma 


his new office. Mr Sanua is 
a fellow of Institute of Cost 
and Works Accountants of 
India. In Indian Defence Ac¬ 
counts Service he bad varied 
experience as Deputy Control¬ 
ler of Defence Accounts, Assis¬ 
tant Financial Adviser etc in 
the associated accounts and 
finance of ordinance facto¬ 
ries. 
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Carr\'ing money while travelling? 
Think awhile. It's risky. Money 
can get lost or stolen—never to 
be got back. So, why lose the joy 
of travelling. Check travel worry. 
Carry State Bank Travellers 
Cheques. 

They are safe and convenient to 
carry. No one can cash them 
without your second signature. 

If lost, stolen or accidentally 
destroyed, when not counter¬ 
signed, the amount is refunded. 
In full. 

Simple to use. To convert these 
Cheques into cash, just 
countersign in the presence of 



the person who encashes them 
for you. There is no time limit 
on encashment of these Cheques. 
Easily available. At any of the 
over 6400 offices of the State 
Bank and its Associates, as also 
from a large number of authorised 
selling agents. In convenient 
denominations of Rs. 50, Rs. 100 
and Rs. 500—free of commission. 
Accepted readily at over 20,000 
points in India. These include 
hotels, shops, restaurants and 
other commercial establishments 
all over the country. 



if) 

r^aign / 


Slate Bank Travelters Cheques 
Your'money-back'suaiantee! 

O State Bank 


S8I-37-2M 
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COMIANY 

AFFAIRS 


Cadbury India 

Cadbury India has reported 
an all-round improvement in 
its working results for 1977. 
An equity dividend of 12 per 
cent has been declared for 
1977 on the enlarged capital of 
1.49 million shares of Rs 10 
each resulting from the issue 
made in July 1977. The new 
shares will be entitled to a 
pro rata dividend on the amount 
paid up during part of the 
year. 

The dividend is covered 
more than two and-a-half 
times by the year's earnings. 
According to the preliminary 
statement, sales have risen 
fromRs 14.16 crores in 1976 
to Rs 16.66 crores in 1977. 
The gross profit increased from 
Rs 122.67 lakhs to Rs 145.13 
lakhs. After providing Rs 24.73 
lakhs (Rs 19.56 lakhs) for 
depreciation Rs 6.77 lakhs 
(nil) for investment allowance 
and Rs 61 lakhs (Rs 61.75 
lakhs) for taxation, the net 
profit works out Rs 52 83 
lakhs (Rs 41.36 lakhs). Divi- 
dends will absorb Rs 22.11 
lakhs. 

New Product 

A sum of Rs 14.01 lakhs 
(Rs 5.69 lakhs) has been 
transferred to general reserve. 
A major event during the year 
was the starting of the cocoa 
butter substitute plant in 
November. All the output 
from this plant will be export¬ 
ed. Total exports during 1977 
were higher at Rs 184.9 lakhs 
against Rs 52.7 lakhs in 1976. 
The company’s continuing 


efforts on cocoa growing are 
yielding increased tonnage and 
substantial returns to the 
farmers. 

India Stsamship 

Freight earnings of India 
Steamship Co in the first nine 
months of the current year 
(April-December 1977) have 
been improved to Rs 30.98 
crores compared to Rs 26.99 
crores in the same period of 
the previous year. This was 
mainly due to the availability 
of additional voyage days as a 
result of the additions made to 
the company’s fleet strength 
during 1976-77. The midterm 
report from the chairman, Mr 
K.K. Birla, revealed that the 
enhanced freight earnings 
may not bring about any im¬ 
provement in the company’s 
working results during 1977-78 
as the same may be offset by 
an all-round increase in opera¬ 
tional costs. 

Mr Birla has pointed out 
that since the last annual gene¬ 
ral meeting held in September, 
1977, there has been no im¬ 
provement in the international 
charter market, which continu- 
ed to be depressed at an uneco¬ 
nomic level, with the result that 
in certain cases even the dep¬ 
reciation and financing costs 
could not be recouped by opera¬ 
ting the ships. Hopes of any 
early revival in the international 
tramp market have also not .so 
far materialised and most ex¬ 
perts believe that nothing tangi¬ 
ble would emerge for the next 
three years. It was, therefore, 
apprehended that many ship, 
ping companies, belonging to 


both the developed and deve¬ 
loping countries, may not be 
able to weather the storm. 

Andhra Sugars 

The Andhra Sugars has 
maintained the equity dividend 
at 12 per cent for the year 
ended ^ptember 1977. Sales 
were lower at Rs 13.53 crores 
against Rs 14.12 crores in the 
previous year, and the gross 
profit at Rs 254.14 lakhs 
against Rs 267.49 lakhs. After 
provision and adjustments, 
the disposable surplus is higher 
at Rs 123.15 lakhs (Rs 94.74 
lakhs). Equity and preference 
dividend will absorb Rs 45.85 
lakhs (Rs 45.47 lakhs). General 
reserve gets Rs 77.29 lakhs 
(Rs 49.25 lakhs). The com¬ 
pany crushed during the year 
213,000 tonnes of cane and 
produced 186,000 quintals of 
sugar, against 224,000 tonnes 
of cane and 224,000 quintals 
of sugar in the previous year. 
In the current year, the com¬ 
pany hopes to crush about 
300,000 tonnes of cane. It was 
expecting better results in the 
current year owing to better 
methods of cultivation and 
plantation of high yielding 
varieties, but the cyclone of 
November 1977 has adversely 
affected the working. 

Usha Martin Black 

The board of directors of 
Usha Martin Black (Wire 
Ropes) Limited proposed a 
dividend of 10 per cent on the 
equity shares of Rs 10 each 
for the year ended December 
31, 1977 on increased capital 
against 17.5 per cent equity 
dividend for 1976 (before 
issue of bonus shares). The 
bonus shares allotted during 
1977 in the proportion of one 
for one shall be eligible for 
full dividend, the equity and 
preference rights and other 
equity shares shall be entitled 
for dividend from the respec¬ 


tive dates of allotment. Insphe 
of variouseconomicconstraitits 
the company has shown a 
gross profit of Rs 126.82 lakhs 
in 1977 (Rs 140.22 lakhs) after 
charging Rs 31.08 lakhs (Rs 
29.84 lakhs) for depreciation, 
providing Rs 35.00 lakhs 
(Rs 49.20 lakhs) for taxation 
and Rs 5.49 lakhs (Rs 7.37 
lakhs) for investment allowance 
reserve, the disposable profit for 
the year and after adjustments 
for previous years amounts 
to Rs 64.01 lakhs against 
Rs 54.53 lakhs during 1976 
registering an increase of 18 
percent. Genera] reserve gets 
Rs 35.19 lakhs against Rs 30.00 
lakhs in the previous year. 

The company has continued 
to make all round progress in 
production and turnover. Pro. 
duct ion of the Ranchi factory 
has gone up from 22,353 M/T 
in 1976 to 24,505 M/T in 1977. 
Sales and other income during 
the year have reached Rs 24.11 
crores as compared to Rs 22.94 
crores in the previous year. 
Work on the company’s wire 
rod mill at Adityapur at a cost 
of Rs 5 crores is progressing 
satisfactorily and it is reason¬ 
ably expected that barring 
unforeseen circumstances com¬ 
mercial production will start 
by the end of 1978. The com¬ 
pany has also made an appli- 
cation to the government for 
its approval of the company’s 
proposed joint venture in 
Yugoslavia at a cost of Rs 7.5 
crores for setting up a factory 
for manufacture of 5,200 M/T 
of wire ropes per annum. 

Citurgia Biochemicals 

Citurgia Biochemicals has 
started commercial production 
of citric acid. According to 
Mr Neville N. Wadia, chair¬ 
man, after extensive sterility 
tests of the fermenters, the 
first fermentation run com¬ 
menced on January 10, 1978. 
The company has since then 
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beoA prodadng good quality 
caldhim citrate and has acco- 
mutated over ISO tonnes of 
calcium citrate. The company 
hopes to produce 1,500 to 
1,700 tonnes of citric acid this 
year, against its installed capa< 
city of 3,000 tonnes. The 
Oujarat government has reserv¬ 
ed for the factory's annual 
requirements of about 10,000 
tonnes of molasses from the 
neighbouring sugar factories. 
Mr Wadia has said that the 
working for the current year is 
expected to result in a reason¬ 
able profit to provide forde- 
preciation and investment al¬ 
lowance. If all goes well, the 
company should be able to 
declare a maiden dividend for 
1980, if not for 1979. The 
company has been able to keep 
close to the estimated capital 
cost of Rs 7.80 crores set out 
in the prospectus. It has been 
receiving an increasing number 
of inquiries for its citric acid 
both from Indian as well as 
foreign customers and it is in 
the process of sending them 
samples. The management is, 
therefore, optimistic that the 
company will be able to sell all 
of its production. 

Indo-Lowen 

Indo-Lowen Breweries has 
recorded improved sales dur¬ 
ing the year ended June 
1977 to Rs 61.86 lakhs from 
Rs 42.93 lakhs, but the opera¬ 
tions resulted in a loss of Rs 
21.83 lakhs against a loss of 
Rs 30.34 lakhs in the previous 
year. The directors have attri¬ 
buted the setback in its work¬ 
ing to demand recession as a 
result of unprecedented rains 
in the summer in the northern 
states. In view of serious 
financial difficulties the com¬ 
pany has asked the consortium 
of banks to reschedule loan 
and interest payments. As the 
future of breweries has become 
uncertain because of the gov¬ 


ernment's prohibition policy 
and huge capital investments 
leading to little scope for 
diversification, the company is 
making determined efforts to 
tap export markets for beer. 
Som^ orders are likely to be 
secured by the company from 
the USA, the UAE, and Gibra- 
Itor. It is also negotiating with 
a government agency for fran- 
chisc for manufacturing Coca 
Cola type of breverages and 
other such formulations. 

National Organic 
Chemicals 

National Organic Chemicals 
Industries has reported im¬ 
proved working results for 
1977, with equity dividend 
going up from 12 per cent to 
14 per cent. According to the 
preliminary statement, sales 
have risen from Rs 63 crores 
in 1976 to Rs 68.86 crores in 
1977. Gross profit increased 
from Rs 7.81 crores to 
Rs 12.75 crores, Aflerprovid- 
ing Rs 440.23 lakhs (Rs 410.72 
lakhs for depreciation, Rs 75 
lakhs (Rs 64 lakhs for develop¬ 
ment rebate and investment 
allowance and Rs 400.14 lakhs 
(Rs 117 lakhs) for taxation, net 
profit works out at Rs 359.97 
lakhs (Rs 189.58 lakhs). After 
bringing in Rs 180.10 lakhs 
(Rs 212.52 lakhs) from the 
previous year, the disposable 
surplus amounts to Rs 540.07 
lakhs (Rs 402.10 lakhs). Divi¬ 
dend will absorb Rs 252 
lakhs (Rs 216 lakhs). A sum 
of Rs 158 lakhs. (Rs 6 lakhs) 
has been transferred to general 
reserve, leaving Rs 130.07 lakhs 
to be carried forward. 

Universal Cans 

Universal Cans and Con¬ 
tainers has declared an equity 
dividend of 12 per cent for 
1977. The company has fared 
well during the year. Its plant 
has run to full capacity. It has 
earned a gross profit of 


Rs 15.55 lakhs during 1977. 
After providing Rs 3.48 lakhs 
for depreciation, Rs 4.24 lakhs 
for development rebate reserve 
and Rs 5,800 for investment 
allowance, a sum of Rs 10.28 
lakhs has been transferred to 
the general reserve, from which 
dividends absorbing Rs 2.70 
lakhs will be paid. 

Larsen and Toubro 

An amicable settlement has 
been reached between the 
management of Larsen and 
Toubro Limited and the 
Bharatiya Kamgar Sena recently 
before Mr M.B. Dhurve, Ad¬ 
ditional Commissioner of 
Labour, Bombay. Both parties 
have agreed to refer the out¬ 
standing issues to adjudication/ 
arbitration. To mitigate the 
hardship of the workers, the 
management his agreed to pay 
a recoverable advance/subsis¬ 
tence allowance. Workers who 
have been absenting them¬ 
selves had been advised by the 
union to resume work from 
March 12, 1978. 

Arlabs 

Arlabs has reported improve¬ 
ment in sales during the year 
ended June, 1977 to Rs5.25 
crores from Rs 3.30 crores in 
1975-76. Export incentives im¬ 
proved from Rs 49 lakhs to 
Rs 77 lakhs. Equity dividend 
has been maintained at 12 per 
cent. After providing Rs 17.79 
lakhs (Rs 10.09 lakhs) for dep¬ 
reciation, Rs 5.81 lakhs 
(Rs 65.250) for investment 
allowance and Rs 29.40 lakhs 
(Rs 23.73 lakhs) for taxation, 
and after making some adjust¬ 
ments, a sum of Rs 60,000 
(Rs 38,300) has been transfer¬ 
red to general reserve No 1 
and Rs 12.13 lakhs (Rs 13.90 
lakhs) to general reserve No 2, 
Equity dividend wilt absorb 
Rs 4.92 lakhs (same) and pre¬ 
ference dividend will absorb 
Rs 14,685 (same). Last year. 


dividends were paid from the 
general reserve No 2. 

Exports were higher at 
Rs 2.87 crores against Rs 1.54 
crores. In the first eight months 
of the current year (July 1977 
to February 1978) sales have 
amounted to Rs 3.52 crores. 
But some hitch has developed 
in the lagre Russian order enter¬ 
ed into last year forRs 12 crores 
to be completed in three year, 

1977 to 1979. But for this, the 
company's sales for the current 
year ending June 1978 would 
have been better resulting in 
good profitability. The manage¬ 
ment is trying to retrieve the 
position. If the hitch in Russian 
order is not settled, it would 
mean a loss of about Rs 50 
lakhs per annum. ElTorts are 
being made to develop other 
markets also. 

Rathi Ispat 

The working of Rathi Ispat 
during the year ended June 

1978 resulted in a loss of 
Rs 10.91 lakhs on a turnover 
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of Rs 1.39 crores against the 
loss of Rs 31.40 lakhs on a 
turnover of Rs 1.64 crores in 
the previous year. During the 
year, the plant remained closed 
for the whole of the year. 
However, the company con¬ 
tinued to be engaged in rerol¬ 
ling activities on job charges 
basis. It rolled 7,184 tonnes of 
bars. The company has sought 
government permission for 
diversifying its activities. In the 
first seven months of the cur¬ 
rent year, it has rolled 5,450 
tonnes of bars and has already 
made sales of Rs 1.10 crores. 
{t also expects to restart the 
closed plant by April 1978. 

Bharat Vijay Mills 

Bharat Vijay Mills, Kalol, 
north Oujarat, has turned out 
good results for the year ended 
December 31, 1977. Sales have 
risen from Rs 12.57 crores in 
the previous year to Rs 15.32 
crores in 1977. The gross profit 
too has gone up to Rs 2.0S 
crores from Rs 1.40 crores. A 
higher equity dividend of 
Rs 22 has been declared against 
Rs 15 last year. After provision 
and adjustments the net profit 
stands at Rs 63.231akhs against 
Rs 43.78 lakhs. Dividend on 
equity shares will absorb 


Rs 17.60 lakin against Rs 12 
lakhs. 

Capital a Bonua 
Isauas 

Consent has twen granted to 
eight compahte to raise capi¬ 
tal of Rs 28.20 million. The 
details are as follows: 

M/s Hein Ldimann (India) 
Limited, have been accorded 
consent, valid for six months, 
to capitalise Rs 1,800,000 out 
of its general reserve and issue 
fiilly paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of 12 bonus shares of 
25 equity shares held. 

M/sAtic Industries Limited, 
AtuI, have been accorded consent, 
valid for six months, to capi¬ 
talise Rs 20,000,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share for 
every two equity shares held. 

M/s Pressure Cookers & 
Appliaoces Limited, Bombay, 
have been accorded consent, 
valid for six months, to capi- 
talise Rs 2,400,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 


ratio of three bonus shares for 
every five equity shares held. 

M/s Kishan Prasad & Co 
Ltd, have been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 250,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 250 
each as bonus shares in the 
ratio of one bonus share for 
each equity share held. 

M/s The Supreme Industries 
Limited, Bombay, have been 
accorded consent, valid for 
six months, to capitalise 
Rs 1,342,600 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
three bonus shares for every 
five equity shares held. 

M/s International Combustion 
(IndIn) Limited, a public com¬ 
pany having a paid-up capital 
of Rs 4,18),230 has been accor¬ 
ded consent for issue of further 
capital of Rs 257,900 in 25,790 
equity shares of Rs 10 each as 
rights shares to the existing 
Indian shareholders at a pre¬ 
mium of Rs 3 per share. 
The object of the issue is to 
bring down the foreign equity 
holding in the share capital 
of the company. The consent 
order is valid up to April 26, 
1978. 


M/t Bakdite Hyfam Umllsd, 
Hyderabad, have been accord: 
ed consent, valid for 18 months, 
to the issue of 7520 cumula- 
tive redeemable preference 
shares of Rs 50 each carrying 
dividend of 9^ per cent per 
annum (free of company’s tax 
but subject to deduction of tax 
at source at the prescribed rate) 
to M/s BXL Plastics Materials 
Groups Limited, London in 
lieu of 7520, 9} percent irre- 
deem able cumulativepreference 
shares which stand cancelled 
under a court order. 

M/s Wiotex Mills Ltd, Surat, 
a public limited company 
registered in the state of Ouja. 
rat and having a paid up 
equity capital of Rs 725,000 
have been granted consent, 
valid for a period of eighteen 
months, for issue of equity 
shares worth Rs 1,775,000 as 
rights shares, for cash at par. 
The proceeds of the issues are 
to be utilised to meet a part of 
the cost of the project at 
Pandesera, Surat. 

M s South East Asia Ship- 
plug Company Ltd,- Bombay, 
have been refused consent for 
the issue of bonus shares worth 
Rs 5,460,000. 


Gram : DIGJAM. JAMNAGAR 


Phones : 71536, 71537 & 71538 
Telex : 0161-208 
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Lohis, Rugs & Blankets also Knitting Wools 
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UcMcts anil Uttars of Infant 

' The following licences and letters of intent were issued 
under the Industrial (Development and Regulation) Act 1951 
during the month of December 1977. The list contains the names 
and addresses of the licensees, articles of manufiscture, types of 
licences—New Undertakings (NU). New Articles (NA). Substan¬ 
tial Expansion (SB), Carry on Business (COB), Shifting—and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Lieancas Issued 

Metallurgical Industries (Ferrous) 

M/s Cable Corpn of India Ltd, Laxmi Bldg, 6, S.V. Marg, 
Bombay-400038, (Bombay-Maharasbtra)—Wire Rods (by con¬ 
version of aluminium bars, ingots and scrap)—4500 tonnes (l^or 
(captive use)—(NA) 

M/sPartap Rajasthan Special Steels Ltd, 100, Jawaharlal 
Nehru Marg, Jaipur-302004, (Jaipur-Rajasthan)—^Miid Steel, 
Hi^ Tensile/Carbon and Spring Steel Billets—50,000 tonnes— 

M/s Indian Rare Earths Ltd, (A Govt of India Undertak¬ 
ing), Pill Court, 6*h Floor, 111, Maharshi, Karve Rd, 
Bombay-400020, (Alwaye-Kerala)—Mild Steel Drums Type 
IV—1,400 Nos, Mild Steel Drums Type V—15,000 Nos, Mild 
Steel Drums Special Type—.500 Nos—(COB) 

Prime Movers 

M/s Ashok Leyland Ltd, Ennore, Madras-600057, (Chingle- 
put-Tamilnadu)—Industrial Engines—From 720 Nos. To 1500 
Nos, (after expansion), Marine Diesel Engines—500 Nos out of 
post expansion capacity of 1500 Nos of Industrial Engines—(SE) 

Electrical Equipment 

M/s Punjab Digital Industrial Systems Ltd, C-30, Industrial 
Focal Point, Phase II, SAS Nagar, Mohali-160051, (SAS 
Nagar-Punjab)—Electronic Digital Balance—500 Nos, Digital 
P.H. Meter/Recorder and Controller—1000 Nos, Digital 
Multimeter—1000 Nos, I.C. Functional Tester—500 Nos—(NU) 

M/s NGEF Ltd, Old Madras Road, Byappanahalli, Post 
Bag 3876 Bangalorc-560038, (Bangalore-Karnataka)—On-Load- 
Tap-Changers 33 KV—132 KV—200 Nos, On-Load-Tap- 
Changers 220 KV, 400 KV- 75 Nos—(NA) 

M/s National Radio & Electronics Co Ltd, Mahakali Road, 
Chakala, Andheri (East), Bombsy-400093, (Bombay-Maha- 
rashtra)—Alphanumeric Display Terminals—90 Nos, Graphic 
Displays—10 Nos—(NA) 

Transportation 

M/s Grau Brakes Ltd, C/o M/s Rahoul-Siemens Engg. Pvt 
Ltd, 29, Community Centre (2nd Floor), East of Kailasb, New 
Delhi-110024, (Gurgaon-Haryana)—Air Brakes—40,000 Nos— 
(NU) 

Industrial Machinery 

M/s Mining Sc Allied Machinery Corpn Ltd, P.O. Durga- 
pur-713210, Distt Burdwan (WB) (Burdwan-West Bengal)— 
Self Advancing Powered Roof Supports—^2,000 sets—10,000 
tonnes—(NA) 

M/s Kay Bee Industries (India) Pvt Ltd, 51, Najaf Garh 
Road, New Delhi-110015, (Delhi)—Cotton Baling Press—^20 
Nos—(NA) 

M/s Elecon Engg Co Ltd, P.B. No 6, Vallabh Vidyanagar, 
Gujarat State, (Kaira-Gujarat)—Worm Gear Units—10,000 
Nos (after expn). Helical Gear Units—2,500 Nos (after expn)— 
(SE) 

Machine Tools 

M/S Hindustan Machine Tools Ltd, 36, Cunningham Road, 
Bangalore-560052, (Bangalore-Karnataka)—Sliding Headstock 
Automatic Lathes—73 Nos machines (after expansion)—(SE) 
Miscellaneous Industries 

Mr V. Balakrishna, -5, Bulabhai Desai Rd, Madurai-2, 

g ladras-Tamilnadu)—Stainless Steel Razor Blades—180 million 
08—(NU) 


M/s Bombay Foam ^t Ltd, ^mbay Mutual Bldg, 38/2nd 
Floor, Dr D.N. Road, Fort, Bombay-400001, (Aurangabad- 
Maharashtra)—Polystyrene Foam Sheets and Boards—2,000 
tonnes—(NU) 

Industrial Instninwnts 

M/s Precision Jewels Pvt Ltd, 55, Jolly Maker Chamber 
No 1, Nariman Point, Bombay-400021, (Aurangabad-Maha- 
rashtra)—^Watch and Meter and Instrument Jewels—60,00,000 
Nos—(NU) 

Chemicals Other than Fertilisers 
M/s Synthetics and Chemicals Ltd, Oriental House, 
7-Jamshedji Tata Rd, Churchgate Reclamation, Bombay-400020, 
(Bareilly-UP)—ABS Resins and Plastics—2,000 tonnes—(NA) 
M/s United Phosphorous Pvt Ltd, 11, GIDC Area, Vapi, 
Gujarat, (Broach-Gujarat)—Phosphorus Pentasullide—3,000 
tonnes, Phosphorus Trichloride—^2,000 tonnes. Phosphoric Acid 
—^2,500 tonnes—NU) 

M/s Piramal Organic Chemicals Ltd, Morarjee Mills 
Administrative Bldg, Dr Ambedkar Road, Parel, Bombay-12, 
(Thana-Maharashtra)—Chlorinated Paraffin Wax—15 tonnes- 
(COB) 

Dyestuffs 

M/s Idachem Industries Pvt Ltd, National Insurance Bldg, 
204, Dr D.N. Road, Bombay-400001, (Kolaba-Maharashtra)— 
Indigo Pure Blue—750 tonnes—(NU) 

Drugs and Pharmaceuticals 

M/s HalTkine Bio-Pharmaceutical Corpn Ltd, Acharya 
Donde Marg, Parel, Bombay-400012, (Poona-Maharashtra)— 
Bulk Drug; Diphtheria Tetanus Vaccine-6.4 lakh Doses, For¬ 
mulations: Tablets; Vitamin B1 (10 mg, 50 mg). Vitamin B2 
(2 mg, 5 mg). Vitamin BC (containing bulk drugs viz, Vit Bl, 
VH C, Riboflavin & Nicotinic Acid), Vitamin BC No 3 (con¬ 
taining Vit Bl, Vit B2, VitC, Riboflavin & Nicotinic Acid), 
Analgin, Phthalyl Sulphathiazole,—28.80 million Nos, Polio 
Vaccine—^26.70 lakh Doses, Diphtheria Vaccine (absorbed) 
—11,355 ML, Gas Gangrine Antitoxin—1040 ML—(COB) 

M/s Sarabhai Chemicals, Wadi Wadi, Baroda-390007, 
(Baroda-Gujarat)—Ethambutol HCL—I tonne—(NA) 

M/s AtuI Products Ltd, P.O. Atul (W RIy), Distt Bulsar— 
396020, Gujarat (Bul$ar-Gujarat)-Mcnadione and Derivatives 
—2,000 Kgs (after expn)—(SE) 

M/s Indian Drugs Sc Pharmaceuticals Ltd, N 12, South 
£xtn-l. New Delhi-110049, (Gurgaon-Haryana)—Tablets—1,500 
million Nos, Capsules—50 million Nos, Ampules—50 million 
Nos, Vials—^ million Nos, Ointment—30 tonnes. Syrup—600 
kilo litres. (NU) 

Textiles 

M/s Rajesh Dying Sc Bleaching Works Pvt Ltd, Kurla 
Andheri Road, Bombay-72, (Bombay-Maharashtra)—Artsilk 
Fabrics—44Powerlooms, Processing of Artsilk Fabrics—34,00,000 
metres—(COB) 

M/s New Haryana Wool Industries, ‘Manusmriti’, 8, Raj 
Marg, Kota (Rajasthan). (Dharuheda-Haryana)—Wool Tops 
(combed wool)—1.5 million lbs—(NU) 

M/s Shree Gopal Industries Ltd, Shree Gopal Pura, 
Kota-324002, (Kota-Rajasthan)—Cotton Yarn—5600 spindles— 
—33,280 spindles (after expn)—(SE) 

Paper and Paper Products 

M/s Hindustan Paper Corpn Ltd, Vishal Bhavan, 95, Nehru 
Piace, New Delhi-110024, (Cachar-Assjtm)—Writting and Print¬ 
ing Paper—100,000 tonnes—(NU) 

Sugar 

M/s Gangeshwar Ltd, Deoband. Distt Saharanpur (UP), 
(Saharanpur-UP)—Sugar—From 3000 tonnes To 3,800 tonnes 
(after expansion) in terms of daily cane crushing capacity—(SE) 
M/s Mahalakshmi Sugar Mills Co Ltd, Post Office Iqbalpur, 
Distt Saharanpur (UP), (Saharanpur-UP)—Sugar—From 1800 
tonnes To 2300 tonnes (after expansion) in terms of daily cane 
crushing capacity—(SE) 
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M/s North Bihar Sugar Mills Ltd, P.O. Naraipur, Distt 
Champaran (Bihar)—Sugar—From 1000 tonnes T6 1350 tonnes 
(after expansion) in terms of daily cane crushing tepacity—(S£) 

M/s Mewar Sugar Mills Ltd, Bhupalsagar (Rajasthan), 
(Chiltorgarh-Rajasthan)—Sugar—500 tonnes (Additional)—1500 
tonnes (after expansion) in terms of daily cane crashing capacity 
-(SE) 

M/s Terna Shetkari Sahakari Sakhar Karkhana Ltd, Dhoki 
(Ternanagar; Tal & Distt Osmanabad, Maharashtra State, 
(Osmanabad* Maharashtra) -Sugar—950 tonnes (Additional) 
—^2200 tonnes (after expansion) in terms of daily cane crushing 
capacity 

Fermentation Industries 

M/s Pravara Sahakari Sakhar Karkhana Ltd, Pravaranagar. 
Tal Shrirampur, Distt Ahmednagar, Maharashtra, (Ahmed- 
nagar-Maharashtra)—Country Liquor—8,540 bulk kilolitres— 
(COB) 

Rubber Goods 

M/s Supreme Rubber Reclaimers Ltd, 2nd Floor, Maroor 
Flousc, K S.R. Road, P.B. No. 147, Mangalorc-575001, (South 
Kanara'Karnataka) Reclaimed Rubber—900 tonnes (AddI) 
—2,400 tonnes (aller expansion)—(SE) 

Ceramics 

M/s Carborundum Universal Ltd, 11-12, North Beach Rd, 
P.B. No 1677, Madras-600001, (Ernakulam/Palghat-Kerala)— 
Synthetic Fused Refractory Grains (based on alumina)—3500 
tonnes-(NA) 

Defence Industries 

M/s Bharat Dynamics Ltd, JO-3-310, Masab Tank, Hydera- 
bad-500028, (Hyderabad-AP)—Defence Equipments—To be 
fixed by the Ministry of Defence (Deptt of Defence Supplies) 
from time to time—(NA) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Suroj Alloys & Steels Ltd., Kariganur (P. B. No. 38- 
Hospet), Bellary Distt.. Karnataka State (Bellary-Karnataka)— 
Bars, rods, angles, channels and flats etc.—(NA) 

M/s International Steel Co. Pvt. Ltd., 132, S.V.P. Road, 
Dongri, Bombay-9. (Nasik-Mahhrashtra)- Cladded Composite 
Tool Steel f^at Bars—400 tonnes.—(NA) 

M/s. Modclla Steels and Alloys Ltd., Resham Bhawan, 7th 
Floor, Veer Nariman Point, Bonibay-400()20. (Ratlam—MP)— 
Roiling of Steels (excluding mild steel) into bars, rods, sections 
and structuraJs—16,000 tonnes-(NA) 

M/s. Permanent Magnets Ltd., Sylvester Bldg., 20, Shahid 
Bliagat Singh Road, (Bombay-Maharashtra) Ferrous Castings: 
Ni Hard/Ni resist castings. Shell moulded castings, High Duty 
Alloy Iron Castings—Within the overall licensed capacity of 400 
tonnes of Cast Alloy Permanent Magnets. Non Ferrous 
Castings: Aluminium/Nickcl castings -Within the overall licens¬ 
ed capacity of 400 tonnes of Cast Alloy Permanent Magnets. 
-(NA) 

M/s. Molita TspatLtd., Atmararam House, l-Tolstoy Marg, 
New Delhi-! lOOOI (Ratlam—MP)—Rolling of Steels (exclud¬ 
ing mild steel) into bars, rods, sections and structurals—l 6,000 
tonnes—(NA) 

M/s. Vardhaman Spinning and General Mills Ltd., Osvval 
Steels, Plot No. 263. Sector 24, Faridabad. (Gurgaon-Haryana) - 
Rolling of Steel (excluding mild steel) into Rounds, Bars, 
Squares, Flats etc. in si/c range of 12mm to 70mm.—25,000 
tonnes—(NA) 

M/s Molita Alloys and Steels Lid., Atmarani House, I-Tol¬ 
stoy Marg, New Delhi, (Ludhiana-Punjab)—Rolling of Steel 
(excluding mild steel) into rounds, squares, fiats, hexagons, 
angles, channels and Tecs—24,000 tonnes—(NA) 

Mr Pahlaj Bhajandas Bajaj, 63, Jolly Maker Chambers No. 
I, Nariman Point, Bombay-400021 (Maharashtra)—ISO Marine 
containers—6,000 Nos—(NU) 


M/s Jyoti Ltd., Industrial Area, P.O. Chemical Industries, 
Baroda-390003 (Panchmahal-Gujarat)—Grey Iron/Alloy iron 
casting—2400 tonnes. Steel/Alloy steel casting-250 tonnes., 
Non-ferrous casting—650 tonnes.—(NA) 

M/s Somani Steels Ltd, Soxnani Bhawan, 51/27, Sanghara, 
Nayaganj, Kanpur (UP) (Unnao-UP)—Rcrolling of steel 
(other than mild steel) into sections, bars, rods, flats etc— 
32,000 tonnes (including 20,000 tonnes of High Carbon Wire 
Rodsj—(NA) 

MrJ.C. Basu, 65, Shivali Coop. Housing Society, Padma 
Kunj, Poona 421016. (Ahmednagar-Maharashtra)—Closed Die 
Steel Forgings—1,500 tonnes- -(NU) 

Metallurgical Industries (Non-Ferrous) 

Mr. Y. K. Gupta, Director, Delton Cable Industries (P) 
Ltd., Delton House, 24-Darya Ganj New Delhi-110002 (Back¬ 
ward Area—Haryana)-Copper Clad Aluminium Wire Rods 
(5mm and above dia) Bus bars/section—5000 tonnes— (NA) 
Boilers and Steam Generating Plants 
M/s. Stan Ships Industrial Complex Lid., Thirumala, P.O., 
Trivandrum, (Allcppey-Kerala), Fishing Trawler 19 to 60m— 
5 nos. Factory Trawler 36 to 89m—2 nos, Mother Ship ranging 
from 40m. to 89m.—1 No., 4 Foating Crafts —10 nos-^N.U.) 
liiccirical Equipment 

M/s. Andhra Pradesh Industrial Development Corpn. Ltd, 
‘Parisrajna Bhavanam’, 5-9-58/B, Fateh Maidan Rd., Post Box 
No 1049. Hyderabad-500029 (Andhra Pradesh)-Copper Clad 
Aluminium Rods above 5mni dia-5,(X)0 tonnes—(N.U.) 

Mr Tarapada Chekrahortty/Parthasarathi Deb, 16, India 
Exchange Place, 2nd Floor, Room No. 2, Calcutta-700001 
(West Bengal)-Pre-recorded Cassettes— 1 2 million units. 
8-track Pre-recorded Cartridges- -50,000 units (NU) 

Mr P. Nandi & Shri T. K. Cakravarty, 16, India Exchange 
Place, 2iid Floor, Room No. 2, Calculta-700001 (West Bengal— 
Magnetic Tapes-240 jnillion running mctres--(NU) 

M/s The Delhi Cloth and General Mills Co. Ltd, Unit; 
DCM Data Products, SBM Premises, Shivaji Marg, New Delhi- 
110015. (Delhi)—Data Logging Equipments-a typical confi¬ 
guration ofthe following kind.s: Microprocessor based CPU; 
Front Panel with Control Switches & Indicator Lines; The 
numeric printer and controller print upto 20 cols, of numeric 
information at approximate 3-5 lines/second; Point Sampling 
and Conditioning Circuitry for upto 512 points- 100 Nos ~(NA) 
Mr S.G. Chandru, No. 13, Vcnkalesan Sleet, Thyagara- 
janagar, Madras-600017—(Hyderabad-AP) --Engines (for Aero 
Modelling Equipment)—5,000 units. Ready to iiy model—5,000 
units. Plastic and Metal Accessories—5,000 units, sets Model 
aeroplane kits out of balsa wood in 8 types—5,000 sets in 
each typc-(NU) 

M/s Intcrnalional Computers Indian Manufacture Ltd., 
Magnet House, Naroltam Morarjee Marg, Ballard Estate, 
Bojnbay-400038 (Poojia-Maharashtra)—100 systems of Model 
No. 2904 over a five years period., 100 Nos per year of card 
readers with a speed at least of 600 card per minute. 100 Nos. 
per year of line printers with a speed at least of 600 line per 
minute. 200 Nos. per year of magnetic tape transport (NA) 

M/s Andrew Yule & Co. Ltd., 8, Clive Row, Calcutta. 
(West Bengal) “Electro Magnetic Contactors upto 300 Amps— 
72,000 Nos Bimetallic Overload Relay upto 232 Amps—54,000 
Nos, Moulded Case Circuit Breakers upto 600 Amps—^3,000 
Nos—(NA) 

M/s Slate Industrial and Investment Corpn. of Maharashtra 
Ltd., ‘NirmaP, 1st Floor, Nariman Point, Bombay-400021 
(Nasik-Maharashlra)—Glassivated Semiconductor Power De¬ 
vices such as Power Transistors with emphasis on Darlingtons, 
Triacs with emphasis on sensive gate, fast recovery Thyris¬ 
tors, Zeners with emphasis on Tcmpcraiure Compensated refer¬ 
ence, Rectifiers with emphasis on fast recovery—6 million 
Devices—(NU) 


EASTERN ECONOMIST 


618 


MARCH 24, 1978 



M/s Usha Rectifiers Corpn. (tadia) Ltd> 12/1, Delhi-Mathura 
Paridabad-12103. (Ourgaon-Haryana)---PuIse Transfor¬ 
mers—20 lakh Nos, Electro Manetic Delay Lines—2 lakh Nos— 
I^rite Devices—50,000 Nos (NA) 

Mr Guipreet Singh, 20-A, Aurangzeb Road, New Delhi 
(Delhi) Proximity switches—10,000 Nos; Sequential controllers— 
300 nos, Time programmeable process controllers—200 Nos., 
Multipoint temporary indicating alarms—500Nos,Techometcrs— 
500 Nos; Inverters—500 Nos, Static Relays (contact rating 10 
Amps and aboue) 2,000 Nos, Stepless regulators l^rating i HP 
and above)—20,000 Nos; Alarm Annunciators—500 Nos; Multi¬ 
variable, multi point control systems—500 Nos; Data loggers— 
50 Nos; Machine Tool Monitors—200 Nos; Multivariable, 
multi point indicator system—500 Nos; Humidity meters 
500 Nos; Flow alarms—1,000 Nos; Sound ech-type‘level control¬ 
lers—200 Nos; Electromechanical level controllers—^200 Now 
(NU). 

M/s-Westinghouse Saxby Farmer Ltd., 17, Convent Road, 
Entally, (Calcutta-WB)—Electrical Transmission Line Towers— 
60,00 tonnes; Control Panels—300 Nos—(NA) 

M/s Murphy India Limited, Eastern Express Highway, P.O. 
Box 201, Nagpada, Thana-400602, (Maharashtra) -lighted push 
button switches—2,00,000 Nos, (within the present licensed capa¬ 
city of 5.00,000 Nos)-(NA) 

M/sNGEF Ltd, P.B. No. 3876, Byappanahalli, Off Old 
Madras Road, Bangalore-560038, (Bangalore-Karnataka)—Cam 
Shaft controller type GNW rated for 750 V dc and suitably 
rated for controlling 4 traction motor of 165 KW capacity each 
and similar types—30 Nos—Master Controller type ELF 38.4-2 
level type and rated for 750 V dc and similar types—10 Nos, 
DC Contactors upto 600A and upto 1200V single to 4 pole (Elec¬ 
tro pneumatic and electro magnetic operation)—250 Nos,—(NA) 
M/s Punjab State Industrial Development Corpn Ltd, S.C.O. 
54-56, Sector J7-A, Chandigarh (Ropar-Punjab)—Relays— 
10,00,000 Nos, Switches-10,00,000 Nos-(NU) * 

M/s Murphy India Ltd, Eastern Express Highway, P.O. 
Box 201, Naupada, Thana-400602 (Thana-Maharashtra)—Re- 
cordiiig/Erasing Magnetic Heads Types Mono (3 in I) and 
Stereo—3.5 lakh Nos (NA) 

Mr Nem Chand Jain, 28, New Rohtak Road, New 
Delhi-IJ0005 (Bulandshahar—UP)—Ferrous base electrical re¬ 
sistance wire on maximum operating temperature of 360 C for 
domestic electrical appliances only—240 tonnes—(NU) 

Telecommunications 

M/s DyanavJsion Ltd, 1, Padmanabha Nagar, Adyar, 
Madras-600020 (Madras-Tamil Nadu)—TV Sets—10,000 Nos, 
(AdditianaJ)—20,000 Nos, (After expansion)—(SE) 

M/s U.P. Electronics Corpn Ltd, 4, Prag Narain Road, 
Lucknow-226001 (Allahabad-UP)-TV Sets—5,000 Nos(, Addi¬ 
tional)—10,000 Nos, (After expansion)—(SE) 

M/s Kerala State Electronics Development Corpn Ltd, 
Keltron House; Vellayambalam, Trivandrum-695001 (Trivand- 
rum-Kcrala)—TV Sets—5,000 Nos, (AdditionaJ)—10,000 Nos, 
(After expansion)—(SE) 

Transportation 

M/s Jessop and Co Ltd, 63, Netaji Subhas Road, Cal¬ 
cutta-700001 (24-Parganas-WB)—Mobile Cranes (capacity range 
20 to 100 tonnes)—50 Nos—(NA) 

M/s Tamil Nadu Agro Industries Corpn, Ltd, ‘Agro House’, 
Industrial Estate, Guindy, Madras-32, (Madras-Tamil Nadu)— 
‘Trantor* Multipurpose vehicles—4000 Nos—(NA) 

Industrial Machinery 

M/s Triveni Engg Works Ltd, Kailash, 26, Kasturba Gandhi 
Marg, New Deilii-110001 (Mathura*UP)—Metallurgical Machi¬ 
nery—-1800 tonnes—(NA) 

M/s Bombay Ring Travellers Co Ltd, Neville House, J.N. 
Herdia Marg, Ballard Estate, Bombay-400038 (Thana-Maharash¬ 


tra I)—Nylon Travellers—7 million pieces (after expansion— 
Textile Rings—3.5 lakh pieces (after expansion)—(SE) 

M/s Suessen Textile Bearings Ltd, National Highway No 8, 
Post Office ONOC, Baroda-390009 (Baroda-Gujarat)—Top arms 
complete with top rollers and apron guiding devices (Cradles) 
for worsted drafting system—15,000 sets within the licensed 
capacity covered by two industrial licences earlier granted— 
(NA) 

M/sPurolator India Ltd, Hauz Khas, P.O. Yusuf Sarai, New 
DeIhi-110016 (Gurgaon-Haryana)—Electrostatic Precipitator—15 
Nos, Bag filters, Bag Houses -100 Nos, Dust collectors-consist- 
ing of mechanical type total accessibility collectors, venture 
extractor high energy system & dustraxtor—400 Nos. Water 
Pollution Control System and equipment for reclamation treat¬ 
ment and conservation of industrial public health engg effluents 
complete with all accessories and chemicals etc water treatment 
and purification plants—50 installations, Solid waste treatment 
equipment and system complete with all accessories and chemi¬ 
cals etc—10 installations. Spares and accessories for mainte¬ 
nance of above systems/equipments—Value at Rs 0.8 crores— 
(NU) 

M/s Machinery Manufacturers Corpn Ltd, Gateway Build¬ 
ing, Apollo Bunder, Bombay-400039 (Mysore-Karnataka)—Ring 
Spinning Frame/Ring Twisting Frame/Worsted Ring Frame— 
300 Nos-(NA) 

M/s Indo-Burma Petroleum Co Ltd, Engineering Division, 
Sewri, Bombay-400015 (Bombay-Maliarashtra)- Cryocontainers 
-4000 Nos-(NA) 

M/s Triveni Engineering Works Ltd, Kailash, 2nd Floor, 26, 
Kasturba Gandhi Marg, New Delhi-JlOOOf (Allahabad-UP)— 
Industrial Batch Centrifuges, Industrial Decanters, Textile Cen¬ 
trifuges—100 Nos—(NA) 

M/s Hindustan Brown Boveri Ltd, 264/265, Dr A.B. Road, 
Bombay-400025 (Baroda-Gujarat)- Turbochargers for diesel 
engines above 300 HP—400 Nos, Turbochargers for diesel 
engines upto 300 HP, 6000 Nos—(NA) 

M/s Indian Tool Manufacturers Ltd, 101, Sion Road, Bom- 
bay-400022 (Maharashtra) -All Steel Marine Freight Containers 
-5.000 Ngs-(NU) 

Machine Tools 

MrC. L. Raheja, Construction House, 0pp. Telephone 
Exchange, 24th Road, Khar, Bombay-400052 (Bommasundara- 
Karnataka)—^ERW Electrodes in Copper base Alloys—6,00.000 
Nos, ERW Scam Welding Wheels and Castings/Forgings and butt 
welding tools —15 tonnes, Miscellaneous Copper base alloy bar 
stock, castings forgings machined parts—100 tonnes. Accessories 
such as Electrode Holders & Holder Assemblies—50,000 units— 
(NU) 

M/s Fashion Prints Ltd, 6, S.V. Marg, Ballard Estate, 
Bombay-400038 (Thana-Maharashtra) -Hydraulic Surface Grin¬ 
ders of Horizontal Spindle Reciprocating Table type of following 
sizes: 700mm x 500 mm, 600mm x 500mm, 700mm x 350mm, 
600mm x400mm, 500mmx 350mm, 760mm x200mm—100Nos— 
(NA) 

Miscellaneous Industries 

M/s Punjab State Industrial Development Corporation Ltd, 
SCO 54-56, Sector J7A, Chandigarh (Rupnagar-Punjab)—Stra¬ 
ight Shank Twist Drills (l.5inm to 13.00mm)—18,00,000 Pcs, 
Inserted type of Taper Shank Twist Drills (3.00mm to 9.9mm)— 
12,000 Pcs-(NU) 

Mr Satya Prakash, Flat No 1, Yashwant Place, Chanakya 
Puri, New Dcihi-J 10021 (Backward Area-Taniil Nadu)-Cc>cx- 
truded Polyethylene Films for packaging liquid edibles—600 
tonnes—(NU) 

Mr B L. Dhoot, 2, Brabourne Road, (Biplabi Traiiokya 
Maharaj Sarani), 2nd Floor, Calcutta-700001 (Backward Distt,- 
Maharashtra)—Polythelene Corrugated Board/Sheets HOPE/ 
LDPH—800 tonnes, Multiple Cell Hollow Plastic Board of Poly¬ 
propylene—800 tonnes—(NU) 
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lodastrlal Tnstnmieiits 

M/s Kerala State Electronics Development Corpn Ltd, Kelt- 
ron House, Vcilayambalam, Trivandrum-695^] (Backward 
Distt-Kerala)—Electronics transmitters, Analog electronics cont¬ 
rol modules. Panel mounted instruments, Recorders, Indicators, 
Control Stations, Electro-Pneumatic Convertors, Pneumatic 
Actuators with Positioners, Control Cabinets -3,000 Nos—(NU) 

M/s Hyderabad Allwyn Metal Works Ltd, Sanatnagar, 
Hyderabad-18 (Hyderabad-AP) Industrial and Watch Jewels— 
36 million Nos—(NA) 

Chemicals Other than Fertilisers 

M/s Ooyal Gases (P) Ltd, D 271, Vivek Vihar, Delhi-110032 
(Ghaziabad-UP)—Oxygen Gas—0.4 MCM (Additional)—1.0 
MCM (after expansion). Nitrogen Gas (by-products)—1.00 
MCM-(NA/SE) 

M/s Ahmcdabad Mfg & Calico Printing Co Ltd, Outside 
Jamalpur Gate, Ahmcdabad (Baroda-Gujarat)—Polyester Staple 
Fibre—From 6100 tonnes to 12,200 tonnes (alter expansion)— 
(SE) 

M/s Acids & Chemicals Ltd, S-IOO, Panchshila Park, New 
.Delhi-110017 (Mahcndragarh-Haryana)—Sulphuric Acid—30,000 
tonnes—(NU) 

M/s The Andhra Sugars Ltd, (Chemicals & Fertilizers Divn), 
Regd Office Venkaiaryapurajm, Post Box No 2. Tanuku 53421 i 
(AP) (West Godavari-AP)-Chlorosulphonic Acid—5000 tonnes 
—10,000 (After expansion)—(SE) 

M/s Madhya Pradesh State Inclustrie.s Corpn. Ltd, Mahesh- 
wari Bhavan, Civil Lines, Bhopal (MP) (Backward Arca-MP)— 
Malathion Technical—450 tonnes (NU) 

Mr Preni Manohar, 118/307, Kaushal Puri, Kanpur (UP) 
(Thana-Maharashtra)—Chloro Sulphonic Acid—6,600 tonnes. 
Oleum 20 and 65'X—9,900 tonnes. Iron free Sulphuric Acid 
Analytical Grade—1,650 tonnes, Sulphuric Acid—16,500 
tonnes—(NU) 

M/s Industrial Promotion & Investment Corporation of 
Ori.ssa Ltd, 3A, Satyanagar, Bhubaneswar-751007, (Mayurbhanj- 
Orissa)—Sulphuric Acid—16,500 tonnes. Oleum—3,000 tonnes 
-(NU) 

M/s The Coastal Chemicals Pvt Ltd, N.P. Road, Nidada- 
vole-534301, (Visakhapatnam-Andhra Pradesh)—Sodium Hydro- 
sulphite—1,500 tonnes-(NA) 

M/s Goya! Gases (P) Ltd, D-271, Vevak Vihar, Delhi-110032, 
(Ohaziabad-UP)—DA Gas—From 0.27 mill cubic metres to 
0.40 mill cubic metres, (after expansion)—(SE) 

M/s Bharat Pulverising Mills Pvt Ltd, Division Basic 
Minerals & Chemical Co, Hexamar House, Sayani Road, 
Bombay-400025, (Thana-Maharashtra)—Carboxin Technical—50 
tonnes—(NA) 

Mr Prem Kumar Khurana, B-69/2, Wazirpur Industrial 
Area, Delhi-110052, (Delhi)—Hydrogen Gas—0.30 mill cubic 
metres— (NU) 

M/s ALA Chemicals Ltd, Mahalaxmi Chambers, Bhulabhai 
Desai Road, Bombay-400026, (Thana-Maharashtra)—Polyester 
Polymeric type plasticizers only—100 tonnes—(NA) 

M/s Bharat Pulverising Mills P Ltd, Division Basic Minerals 
& Chemical Co, Hexamar House, Sayani Road, Bom¬ 
bay-400025, (Ihana-Maharashtra)—Quinalphos Technical—100 
tonnes -(NA) 

M/s Kanoria Chemicals & Industries Limited, 16 A, fira- 
bournc Road, Calcutta-700001, (Gujarat)—Pentaerithrytol 
—1,200 tonnes—(NU) 

Mr Pawan Kumar Jain, 3, Rajindra Place, District Centre, 
East Patel Nagar, New Delhi-110008, (Bulandhshahr-UP)— 
Malathion Technical—450 tonnes—(NU) 

M/s The Travancore Cochin Chemicals Ltd, Eloor Udyoga- 
mandal P.O., Kerala State (Kerala)—Thionyl Chloride—900 
tonnes—(NA) 


M/s Bombay Chemicals, Nain Knipa, 4th Floor, 118/122, 
Kazi Sayed Street, Bombay-400003, (Gujarat)—Chlorosulphcnic 
Acid-^2,000 tonnes—(NU) 

M/s Colgate Palmolive (India) (P) Ltd, 3, Dioshaw Vacbha 
Rd, Bombay-400020, (Maharashtra)—Sorbitol—2,000 tonnes— 
(NU) 

M/s J.K. Synthetics Ltd, Kamla Tower, Kanpur (UP), 
(Kota-Rajasthan)—Polyester Staple Fibre—From 900 tonnes to 
6000 tonnes (after expansion)—(SE) 

M/s Chemicals A Fibres of India Ltd, Crescent House, 
19, Walchand Hirachand Marg, Bombay-400038, (Thana- 
Maharashtra)—Polyester Staple Fibre—From 6,100 tonnes to 
10,000 tonnes (after expansion)—(SE) 

M/s Rohtas Industries Ltd, Dalmia Nagar, Dist Rohtas 
(Bihar), (Rohtas-Bihar)—Oxygen Gas—0.240 MCM—(NA) 

M/s Maize Products, (Prop; Sayaji MBls Ltd), P.O. 
Kathmada-Maize Products, Ahmedabad-382430 (Gujarat), 
(Ahmedabad-Gujarat)—Mannitol— 150 tonnes—(NA) 

M/s Indian Organic Chemicals Ltd, (Fibre Division) New 
Excelsior Bldg, 6th Floor, Wallace Street, Bombay-400001, 
(Chingleput-TN)—Polyester Staple Fibre—From 6,100 tonnes to 
12,200 tonnes (after expansion)—(SE) 

Dyestuffs 

M/s Sudarshan Chemical Industries Ltd, 162, Wellesley 
Road, Punc-4II00I, (Kolaba-Maharashtra)—Organic Pigments 
—300 tonnes (additional)—800 tonnes (after expansion)—(SE) 

Drugs and Pharmaceuticals 

M/s Chemical Industrial A Pharmaceutical Laboratories Ltd, 
289, Bellasis Road, Bombay Central, Bombay, (Bombay- 
Maharashtra)—Bulk Drugs: Glyceryl Guaiacolate NF—5 ton. 
Methocarbamol NF—4 ton. Formulations; Metolon tablets 
(Mctochlopramide Hcl-JO-mg)—20 million tablets, Metolon 
Syrup (Metochiopramide Hcl-5-mg in 5 ml)—25 KL, Norflex 
tablets (Methocarbamol NF G 5 g)—4 million tablets, Norflex 
Injection (Methocarbamol NF—1 g in 10 ml amp)—1 mill 
Injection—(NA) 

M/s Uniloids Ltd, 3-6-524, Himayat Ngr, llyderabad-500029, 
(Hyderabad-AP)—Tablets: Normozyme—40,00,000 tabs, Nco 
Flagivon 200 mg (Metronidazole) Neo Flagivon 400 mg 
(Metronidazole) seven tonnes of metronidazole, Cortophen 
—48,00,(X)0 4abs, Rumipyrine-48,00,000 tabs, Examidc— 
48,00,(KX) tabs, Versalin—48,(X),000 tabs, Depranil—^,00,(X)0 
tabs, Trimethoprim Sulphamethoxazole—50,00,000 tabs, 
GlybencJamide—60,00,000 tabs, Trioembin 12 Dragees— 
60,(X),000 tabs. Calcium Uniloids—1,00,00,(XK) tabs, Cough 
Tablets—50,(K),(XX) tabs, Tetracycline—50,00,000 tabs. Syrups: 
Normozyme (100 ml)—2,(X),000 bottles, Cough linctus (JOO ml) 
—2,00,(XX) bottles, Vitaloid Syrup (200 ml)—3,30,000 bottles, 
Neo Flagivon Syrup (30 ml & 60 ml). CpasuJcs; Becoloids 
—72,00,000 capsules, Microsules—72,(X),000 capsules, Vitacyc- 
iine—12,00,000 capsules. Ointment: Benzoscab 25 gm—60,00,000 
tubes. Injection of Heparin—50,(X)0 vials—(NA) 

M/s Standard Pharmaceuticals Ltd, 24-Park Street, Cal¬ 
cutta-700016, (Hooghly-W.B.)—SaIbutamol Tablet (each tablet 
to contain Saibutamol Sulphate)—80,00,000 tablets, Salbutamol 
Syrup (each 5 ml to contain Salbutamol Sulphate equivalent to 
Salbutamol BP2 mg)-l,50,000 phials of 112 ml each—NA) 

M/s Standard Pharmaceuticals Ltd, 24-Park Street, Cal- 
culta-700016, (Hooghly-W.B.)—Gentamycin (Injectable) (each 
1 ml to contain Gentamycin Sulphate—40,000 i.e. (equivalent 
to 40 mg of Gentamycin base)—2,00,(K)0 vials of 2 mis—(NA) 
M/s Standard Pharmaceuticals Ltd, 24-Park Street, Cal- 
cutta-700016, (Hooghly-W.B.)—Metronidazole Tablets (each 
tablet to contain Metronidazole—200 mg)—1,50,00,000 tablets 
-(NA) 

M/s Mac Laboratories Private Ltd, 60, Sir P.M. Road, 
Fort, Bombay-4(XXX)l, (Bombay-Maharashtra)—Basic Drug: 
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CiiBizide—100 kgs. Formulations: Glipizide tablets 5 mg, 

—Oorrespondtng to 70% production of basic drug—(NA) 

M/s Mac Laboratories Private Ltd, 60, Sir P.M. Road, Fort, 
Boabay-400001, (Bombay>Maliarashtra)—Bulk Drug; Clonidine 
Hcl—5 Kgs, Formulations: Clonidine Hcl, Clonidine Hcl and 
Chlorothalidene—Corresponding to 70% production of bulk 
drug—(NA) 

M/s Sarabhai M. Chemicals, Gorwa Road, Baroda>390007, 
(Baroda—Gujarat)—Calcium Gluconate (oral and Injectable 
grade) and Ferrous Gluconate (Oral grade)—230 tonnes—(NA) 

M/s Bharatia Engg Corpn Pvt Ltd, Victoria Bldg, Parsec 
Bazar Street. Bombay-400001, (Kolaba-Maharashtra)—Dichloro- 
Quinoline—50 tonnes—(N A) 

M/s Smith, Stanistreet & Co Ltd, 18, Convent Rd, Cal- 
cutta-700014, (Calcutta-West Bengal)—Tablets: Ethyambutol 
IP/BP/USP-2.5 million Nos, Propranolol IP/BP/USP—5 
million Nos, Metronidazole IP/BP/USP—8 millioin Nos, 
Antiastbmatic—8 million Nos, Am(>icillin granules for syrup 
bottles containing 2 gms ampicillin—0.250 million Nos, 
Antibacterial—5 million Nos, Capsules; Hematinic—5 million 
Nos, Rifampicin, 250 mg—4 million Nos, Injectables: Sulpha- 
dimidine Sodium 33ii%, 500 ml—0.036 million Nos, Sulpha- 
dimidine Sodium 33)?^, 100 ml—0.036 million Nos, Mi.sc 
Preparations: Sulphadimidine Sodium. 16%, 500 ml—0.012 
million Nos, Celrimidc Compound Lotion 1. Lt bottle—0.045 
million Nos, Contraceptive Ci cam/Jelly-100 gms tube—I million 
Nos-(NA) 

Textiles 

M/s Harshad Textile Mills Pvt Ltd, Ranjit Sagar Road, 
P.O. Box No 50, Jamnagar, (Jamnagar-Gujarat)—Art Silk 
Fabrics—II powerlooms—137 powerlooms (aAer expn) Cotton 
fabrics—12 powerlooms—(SE) 

M/s Madhya Bharat Woollen Mills Pvt Ltd, C-4/102, 
Safdarjung Development Scheme, New Delhi, (Morena-MP)— 
Shoddy Woollen Yarn—By installation of 600 spindles—(NU) 

M/s UP State Textile Corpn, S-7, Sarvodaya Ngr, Kanpur 
(UP), (Backward Area-UP)—Viscose Staple fibre—^22,500 tonnes. 
Carbon-disulphide—4,500 tonnes. Sulphuric Acid—17,500 
tonnes. Anhydrous Sodium Sulphate (by-product)—13,500 
tonnes—(NU) 

Paper and Paper Products 

Mr Ashok J. Patel, lO-Natha Lai Colony, Stadium Road, 
Ahmcdabad. (Balaghat-MP)—Cheap Type Printing Paper 
(Paper & Pulp)—30,000 MT, Packing and Wrapping Paper 
—15,000 MT—(NU) 

M/s Basant Paper Mills Ltd, 2, Church Lane, Calcutta-1, 
(Varanasi-UP)—Tissue Paper—3500 tonnes—(NA) 

Mr Sushil Ansal, Managing Director, M/s Ansal Properties 
& Industries Pvt Ltd, 115-Ansal Bhavan, 16-K, Gandhi Marg, 
New Delhi-1, (BuIandshahr-UP)-“MF Variety—Unbleached 
Paper-2,360 tonnes (Add!)—5,000 tonnes (After expn), MG 
Variety Papers—-5,000 tonnes (Addl)—5,000 ’ tonnes (After 
expn)—(SE; 

Mr D.V. Subha Sastry, 58/34, Chitambarrao Street, Kurnool 
(AP), (Prakasam-AP)—Unbleached Paper and Paper Board 
—5,000 tonnes—(NU) 

* Sugar 

M/s Hindustan Sugar Mills Ltd, 51, Mahatma Gandhi Rd, 
Bombay-400023. (Kheri-UP) -Sugar—From 3658 tonnes to 
4800 tonnes (after expansion) in terms of sugarcane crushing 
capacity per day—(SE) 

M/s Triveni Engg Works Ltd, 1107, Ansal Bhavan, 
16, Kasturba Gandhi Marg, New Delhi-110001, (Muzafiar- 
nagar-UP)—Sugar—From 2300 tonnes to 3600 tonnes (after 


expansion) in terms of sugarcane crushing capacity per day— 
(SE) 

M/s Upper Ganges Sugar Mills Ltd, Seohara, Dist Bijnor 
(UP), (Bijnor-UP)—Crystal Sugar—From 3600 tonnes to 4500 
tonnes (after expansion) in terms of sugarcane crushing capa¬ 
city per day—(SE) 

M/s Modi Industries Ltd, Modinagar (UP;, (Ghaziabad- 
UP)—Crystal Sugar—From 1050 tonnes to 1500 tonnes (after 
expansion) in terms of sugarcane crushing capacity per day— 
(SE) 

Food Processing Industries 

M/s Madhya Pradesh Dairy Development Corpn Ltd, Guru 
Teg Bahadur Shopping Complex, Bhopal-462003, (Bhopal-MP) 
—Casein—30 tonnes. Butter (by-product)—180 tonnes. Ghee 
(by-product)—500 tonnes, Ice-Cream (by-product)—350 tonnes 
~(NU) 

M/s Madhya Pradesh Dairy Development Corpn Lid, Guru 
Teg Bahadur Shopping Complex, Bhopal-462003, (Indore-MP)— 
Skimmed Milk Powder—3,000 tonnes. Casein- 60 tonnes, Butter 
(by-product)—2,000 tonnes, Ghee (by-product)—2,000 tonnes 
-(NU) 

M/s Madhya Pradesh Dairy Development Corpn /,td. Guru 
Teg Bahadur Shopping Complex, Bhopal-462003, (Ujjain-MP) 
—Casein—20 tonnes, Butter (by-product)—180 tonnes, Ghee 
(by-product)—300 tonnes~(NU) 

M/s Kumaon Mandal Vikas Nigam Ltd, Nainital (UP), 
(UP)—Fruit and Vegetable products (like jam, jelly, juices, 
cider etc)—32,000 tonnes—(NU) 

Vegetable Oils and Vanaspati 

M/s Southern Oil and Extractions Ltd, 120A, Raj Mahal 
Vilas Extn, Bangalore-560006, (Raichur-Karnataka)—Colton 
seed oil by crushing—15,000 tonnes in terms of cottonseeds— 
(NU) 

M/s Shree Durga Cotton Ginning Pressing and Oil Mills, 
Giddcrbha (Punjab), (Faridkot-Punjab)-Cotton Seed Oil 
—17,400 tonnes (Addl)—23,400 tonnes (After cxpn)-(SE) 

Rubber Goods 

M/s Tannery and Footwear Corpn of India Ltd, 13/400, 
Civil Lines, Hazari Bungalow. Post Box No 329, Kanpur-208001, 
(Kanpur-UP)—Shoes (utilising Direct Injection Polyiu-cthcne 
Soling Process)—15,00,000—30,00,000 (after expn)—(SE) 

M/s Metal Box Company of India Ltd, Barlow House, 
59C, Chowringhee Rd, Calcutta-700020, (Calcutta-W.B.)— 
Lining Compound-125 tonnes—(NA) 

M/s Dinesh Rubber Industries, (A Division of Rustom Mills 
Industries Ltd) Brij House, 1st Floor, Opp High Court, 
Stadium Rd, Ahmedabad-380014, (Ahmedabad-Gujarat)— 
Agricultural and Industrial Suction discharge and delivery 
houses from 10 mm to 300 nun ID—3,00,000 metres or 
7,12,000 kgsby wt—(NA) 

M/s Industrial Promotion & Investment Corpn of Orissa 
Ltd, 3A, Satyanagar, Bhubaneswar-7, (Puri-Orissa)—Rubber 
Conveyor Belting—600 tonnes, Rubber Transmission Belting 
—100 tonnes, Fan and V-Belts—4,00,000 Nos—(NU) 

Leather and Leather Goods 

M/s Leather Industries Development Corporation of Andhra 
Pradesh Ltd, 3-6-150, Himayatnagar, Hydcrabad-500029, 
(Warangal-Andhra Pradesh)—Finished leather from semifinished 
goat/sheep skins—6 lakh nos—(NU) 

Glue & Gelatin 

M/s Sunil Synchem Ltd, 909, Ansal Bhavan, *16, Kasturba 
Gandhi Marg, New Delhi-II0001, (Alwar-Rajasthan)—Ossein 
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—1,000 tonnes. Gelatin (Pharmaceutical grade)—550 tonnes— 
(NA) 

Ceramics 

M/s Cable Corporation of India Ltd, Laxmi Building, 
6, Shoorji Vallahhdas Marg, Bombay-400038, (Backward 
district-Orissa)—Silicon carbide—10,000 tonnes—(NU) 

Cement and Gypsum Products 

M/s Raymond Woollen Mills Ltd, J.K. Building, Narottam 
Morarjee Marg, Ballard Estate, Bonibay-400038, (Damoh- 
Madhya Pradesh)-Portland Cement—4 lakh tonnes-“(NU) 

M/s Mysore Cements Ltd, ‘Industry House’, 45, Race 
Course Road, Bangalore-560001, (Tumkur-Karnataka)—Port¬ 
land Cement—From 4 lakh tonnes lo’S. I lakh tonnes (after 
expansion)—(SE) 

M/s Mysore Cements Ltd, ‘Industry House’, 45, Race 
Course Road, Bangalore-560001, (Tumkur-Karnataka)—As¬ 
bestos Cement Corrugated semi-corrugated and flat sheets 
—18,000 tonnes—(NU) 

M/s New India Mining Corpn (P) Ltd, ‘Nirmal’ I6th Floor, 
Nariman Point, Bombay-400021, (Chandrapur-Maharashtra)— 
Portland Cement—4,00,000 tonnes—(NU) 

Timber Products 

Mr Yousuf Abdulkader Kachwalla, C/o Abdoolally Noor- 
bhoy, Noorbhoy House, 122/124, Abdul Rehman Street, 
Bombay-400003, (Seoni Chhindwara-MP)—Decorative Veneers 
—1 million sq meters, Plywood including Mock-boards and 
flush doors except teachest plywood—1.8 million sq meters— 
(NU) 

Changes in tha Names off Owners or 
Undertakings 

(Information pertains to particular licences only) 

M/s Cadbury-Fry (India) Pvt Ltd to M/s Cadbury India 
Ltd 

M/s Universal Plast Ltd to M/s Lcatheritc Industries Ltd 

M/s Madhya Pradesh Industries Ltd to M/s Straw Products 
Ltd 

M/s R.M.T. Drill (P) Ltd, Coimbatore to M/s Revathi-CP 
Equipment Ltd 

M/s Asian Electronics Ltd to M/s Aslan Electronics Exports 
Ltd 

M/s Arvind Distillery and Chemicals Ltd to M/s Aruna 
Leathers and Exports Ltd 

The Hayward Waldic Refinery Lid to M/s Gillanders 
Arbuthnot & Co Ltd 

M/s Cultcr 1 lammcr India Ltd to M/s Bhartia Cutler Ham¬ 
mer Ltd 

Mr Jyoti Ghosh, Managing Director, Management Advisory 
and Development Services Pvt Ltd, New Dellii to M/s Hindustan 
Thermo Prints Ltd 

M/s Zenith Tin Works Ltd, Bombay to M/s 2^nilh Tin 
Works Pvt Ltd, Bombay 

Licences Reveked, Cencelled or Lepsed 

(Information pertains to particuiar licences only) 

M/s Andhra Pradesh Industrial Deveiopment Corpn Ltd— 
Carbon Tracks & Potentio meters,—(Lapsed) 

M/s Esra Electro Carbon Ltd—Midget Electrodes— 
(Revoked) 

Mr G.P. Kanudia, Kanpur—M.G. Packaging, Wrapping 
Papers, Poster and Boards—(Revoked) 

M/s Mathur Papers & Foils Pvt Ltd—^Laminated Paper & 
Board—(Revoked) 

Mr M.C. Batra, New Delhi—Corrugating Medium— 
(Revoked) 


Mr R.K. Agarwal, New Delhi—Pulp, Packing & Wrapping 
Paper—(Revoked) 

M/s Avalon Engineers Pvt Ltd—Press Tools, Jigs & Fixtures 
etc—(Cancelled) 

M/s Jalgaon Steel Pvt Ltd—^M.S. Ingots—(Revoked) 

M/s Rajasthan Alloys and Steel Pvt Ltd—M.S. Ingots— 
(Revoked) 

M/s Veesons Fasteners Ltd, Bangalore—High Tensile Speda* 
Used Type Precision Machine &rews—(Cancelled) 

M/s Nalanda Steel Pvt Ltd—M.S. Ingots—Revoked) 

Letters off Intent Lepsed or Cencelled 

(Information pertains to particular Letters of latent only) 

The General Manager, Sriram Chemical Industries, New 
Delhi (Rajasthan)—Ammonia & Urea—(Lapsed) 

Mr M.P. Ranjit, Madras (Tamil Nadu)—Gaskets and Oil 
Seals—(Cancelled) 

M/s Kokan Gases Pvt Ltd, Bombay (Maharashtra) -Indus¬ 
trial Gases—tLapsed) 

M/s Bengal Assam Steamship Co Ltd, Calcutta (West Bengal) 
—Speciality Chemical Adhesives and Sealants— (Lapsed) 

Mr D. Dayakar Reddy, Podulkur, Ncllore Dist (AP) 
Andhra Pradesh—Cinema Arc Carbons—(Lapsed) 

M/s Cauvery Tissues. A. Divn of Bhanu Paper Mills Ltd, 
Tiruchirapalli (Tamil Nadu)—Pulp, Paper & Paper Board— 
(Lapsed) 

M/s Mysore PorceWns Ltd, Bangalore (Karnataka)—Bryl- 
lium Oxide—(Lapsed) 

Mr Devki Nandan Ooyal, Bangalore, (Karnataka)—Calcium 
Carbide—(Lapsed) 

M/s Zell Ate Ltd, Bombay (Maharashtra)—Tops for Card- 
ings engine—(Cancelled) 

M/s Holman Climax Manufacturing Ltd, 24-Parganas (WB) 
(West Bengal)—Air compressors—(Lapsed) 

Mr N. Das Gupta, (Stainco Industries, New Delhi (West 
Bengal)—Milk products etc—(Lapsed) 

Mr S.N. Dhruva, C/o M/s Dilip Kumar & Co, Bombay 
(Gujarat)—Thiocarbamates pesticide—(Lapsed) 

Mr Surajmal Mehta, Calcutta (MP)—Calcium Carbide— 
(Lapsed) 

M/s Britelite Carbons Ltd, Bombay (Gujarat)—Cinema Arc 
Carbon—(Lapsed) 

Mr B.K. Bhagat, Calcutta (Andhra Pradesh)—Cottonseed 
Oil—(Lapsed) 

Mr N.R. Reddy Indiana (USA) (Andhra Pradesh)—Audio 
Magnetic Tapes—(Lapsed) 

M/s India Paper Pulp Co Lid, Calcutta (West Bengal)— 
Newsprint and magazine grade paper and paper boards— 
(Lapsed) 

Mr Mahendra Lalloo Bhai Parmar, Bombay (Gujarat- 
Complete Bicycles—(Lapsed) 

M/s Bhopal Glue & Chemicals (Pvt) Ltd, Bhopal (MP)— 
Vegetable Tanned Sole Leather and Glue—(Lapsed) 

M/s The Meghalaya Indl Dev Corpn Ltd, Shillong (Megha* 
laya)—OTS Cans—(Lapsed) 

M/s Saurashtra Salt Works, Bombay (Gujarat)—Liquid 
Bromine—(Lapsed) 

M/s Ramganga Pulp and Paper Mills, New Delhi (UP)— 
Newsprint-^psed) 

M/s Straw Products Ltd, New Delhi (Orissa)—Writing & 
Printing Paper—(Lapsed) 

M/s Harsha Industries Ltd, New Delhi (UP)—Industrial 
Roller Chains-(Cancelled) 

M/s Cutler Hammer (India) Ltd, Faridabad (Haryana)— 
Thermostat—(Lapsed) 

Mr Jayant Dalai; BQmbay-400020 (UP)—Geronil and other 
Terpens Alcohols—(Cancelled) 


EASTERN ECONOMIST 


622 


MARCH 24, 1971 




KIW 


THE ntOUSTIIM. CREDIT UD INVESTMEHT 
GORPORIITIOH OF INDIR LIMITED 
SPEECH OF THE CHAIRMAN 

SHRI H. T. PAREKH 


The year 1977 was a turning point 
for the country's pattern of growth 
since planning commenced in 1951. 
In the new developnient strategy, 
which is on the anvil, not only is 
the growth objective to be pursued 
with renewed vigour but it is to be 
more effectively intertwined with 
employment. In consonance with a 
time bound programme for eradica¬ 
tion of unemployment adopted by 
Government, employment intensive 
activities such as agriculture and 
rural development are to receive a 
special emphasis in the country's 
planning. 

Generation of a large number of 
job opportunities in the process of 
growth, is not a new objective of 
policy. But in the past, as the rate 
of growth in national income only 
marginally exceeded population 
growth, the problem of unemploy¬ 
ment continued to worsen. Thcrc- 
f^ore, for elfectively tackling the 
problem of unemployment, the 
immediate task before Government 
is to take measures for a sizeable 
step up in the rate of growth. While 
formulating policies for an overall 
expansion, along with agriculture 
and small sector, organised industry 
will have to be assigned its due role. 
Only an integrated and balanced 
development of these interdependent 
sectors can form the basis of a 
long-term growth strategy for a 
country like India. 

Although the transition from a 
week supply position to a build-up 
of buffer stocks of foodgrains and 
foreign exchange has led to mone¬ 
tary expansion, there is a reason¬ 
able stability in the overall level of 
prices. With a favourable turn in 
the balance of economic forces, 
Government's capability to deal 
with supply problems, should they 
arise in ^ome sectors, is better than 
ever before. 

Favourable Conditions for Growth 

While good monsoons have con¬ 
tributed significantly to laige agri¬ 
cultural output, there is sufficient 
evidence to suggest that productivity 
is continuously increasing. The pro* 
ductivity gains are being realised on 
account of infusion of improved 
inputs such as fertilizers, pesticides, 
high yielding seeds, irrigation, credit 
and extension services. 

Now that technological change is 
permeating through this .sector and 
a productivity base is established, 
its absorptive capacity has consider¬ 
ably enhanced. This augurs well for 
the new growth strategy which envi¬ 
sages a m£uor injection of funds— 
40 per cent during the Sixth Five 
Year Plan--in the agriculture and 
rural sectors. Good prospects for 


growth in agricultural incomes and 
employment are of special impor¬ 
tance for the industrial sector. They 
open up new possibilities for its 
growth, both in terms of supply of 
wage goods and raw materials and 
as end-user of manufactured goods. 

Likewise, a steady increase in 
exports, particularly of non-tradi- 
tional items and product-wise and 
region-wise diversification in ex¬ 
ports, has opened up a new sector 
to be developed further for sustain¬ 
ing growth in production and invest¬ 
ment. On the resources side, improved 
operational elBciency of many of the 
basic industries, including industries 
in the public sector, new finds of 
energy resources and a sustained 
inflow of remittances from abroad 
from skilled and professionals of 
Indian origin, have introduced a new 
dimension. 

Growth of Organised Industry 

However, despite availability of 
indigenous and imported raw mate¬ 
rials and spares, productive capacity 
in several industries and many 
manufacturing units ^remains under¬ 
utilised. For the industrial sector as 
a whole, new investment activity has 
yet not fully responded to the chang¬ 
ed situation. 

During the early phase of plann¬ 
ing, public sector- investment in 
socio-economic overheads and the 
process of import substitution all 
along the industrial sector, in capital 
goods, intermediate and consumer 
goods industries, provided impetus 
to investment. The situation has 
changed over the years. Despite 
increased resource mobilisation by 
Government through taxation, its 
ability to step up investment was 
constrained because of rising non¬ 
development expenditure. With a 
virtual completion of the phase of 
import substitution in a wide spec¬ 
trum of industries, fresh investment 
opportunities from this source were 
also on a decline. 

In areas where Acre was scops 
for new investment'to meet the rising 
demand, such as in the case of 
cement, fertilizers, paper, etc, eco¬ 
nomic viability of new as well as 
existing investment was impaired, to 
a large extent, because of price and 
distribution regulations. In addition, 
industrial projects had to bear costs 
attendant to objective of other poli¬ 
cies such as industrial licensing, 
backward area development, fiscal 
and other policies designed to attain 
multiplicity of objectives. Not that in 
a developing economy social objec¬ 
tives such as diffusion of ownership, 
dispersal of industries and so on 
can be overlooked while formulating 
economic policy. But it has to be 


recognised that the mirsuit ot these 
policies entails economic costs. 

Though statutory price controls 
have been relaxed or lifted in some 
cases, the market situation has 
become competitive and there is 
only a subdu^ growth in demand. 
In other industries, such as sugar, 
cotton textiles and paper, where 
regulatory measures continue, in 
the existing market situation it has 
become increasingly difficult to 
absorb losses arising from prices 
stipulated for controlled output. 

Moreover, there has been an un¬ 
precedented escalation in capital 
cost during the last 3 or 4 years. 
The resultant increase in financial 
overheads has seriously impaired 
viability of new units. While fiscal 
incentives, including excise reliefs, 
have helped many industrial units, 
the structural imbalance between 
cost-price relationship, aggravated 
by weak market condition, remains 
unresolved. 

Pragmatic Approach 

The new industrial policy state¬ 
ment assures that price fixation in 
future will provide for an adequate 
return on capital. There is an aware¬ 
ness that take over by Government 
is not a satisfactory solution for 
tackling the problem of industrial 
sickness. Government has now in¬ 
corporated provision in the 1977 
Budget for encouraging merger of 
sick units with healthy ones in the 
private sector. 

Action already taken by Govern¬ 
ment in some areas, such as liberali¬ 
sation of import policy and a reduc¬ 
tion in import tariffs, is beginning 
to have its impact on input costs 
and exports. However, there are 
other factors, such as high indirect 
taxes which impinge upon the cost 
structure. Far-reaching reforms in 
indirect taxes so as to remove cas¬ 
cading effect of multi-point levies on 
final prices of products have been 
suggested by an expert committee 
appointed by Government. 

Role of Exports 

In the world economy, following 
the oil crisis, new growth areas have 
emerged in the Middle East and 
South East Asia. A study conduct¬ 
ed by ICICI for a cross-section of 
non-traditional export items, has 
revealed an improvement in finan¬ 
cial profitability on exports during 
the recent years. While some favour¬ 
able factors have enabled India to 
make a small break-through in the 
international markets for manufac¬ 
tured goods, for ensuring competi¬ 
tiveness of exports with reasonable 
profitability, measures to contain 
manufacturing costs and improving 
efficiency in production are neces¬ 
sary. In order to increase earnings 
from exports, our endeavour should 
be to increasingly switch from 
exports of semi-processed to high 
value-added items. In due course, 
the country should aim at export of 
manufactures based on higher tech¬ 
nology. 

Opportunities in export markets 
provide an additional thrust to the 
indigenons industry; they cannot 
substitute operations in domestic 
markets. Export promotion cannot, 


by itsell’', provide a new growth 
impetus to the industrial sector. The 
accent of new strategy should there¬ 
fore be, in addition to export pro¬ 
motion, on forging closer links 
between organised industry on one 
hand and agriculture and small 
industries on the other so that ail 
sectors grow in unison. 

Organised Industry and Agriculture 

In the past a nexus has already 
been established between agriculture, 
small sector and the organised 
industry. For realising maximum 
economic benefits of these interac¬ 
tions, linkages of the corporate 
sector with the rural economy need 
to be strengthened further. In 
addition to industry's social respon¬ 
sibility in developing rural sector, 
its own economic interest warrants 
more active participation in rural 
development. With a significant 
injection of developmental outlays 
envisaged in the agricultural sector, 
in irrigation, poultry farming, dairies 
and other allied activities, sizeable 
amount of additional income and 
employment will be generated in 
rural areas. The need of the agricul¬ 
tural sector for industrial inputs and 
consumer goods would rise. This is 
already demonstrated by what has 
happened in states like Punjab, 
Haryana and Andhra Pradesh where 
agriculture has become prosperous. 
It is for industry to accept this 
challenge and find out new applica¬ 
tions for its product. 

Business and industry can make a 
valuable contribution to rural deve¬ 
lopment by taking up schemes, pre¬ 
ferably in conjunction with various 
voluntary orgiiisations already 
engaged in this task. ICJCI has 
assisted in a modest way some agri¬ 
cultural schemes and made a further 
allocation of Rs. 25 lacs for rural 
development schemes. IClCi would 
like to keep in touch with its clients, 
small and big, engaged in this task 
and act as a catalyst, in channelis¬ 
ing physical and financial resources 
of industry for rural development. 
Organised Industry and Small Sector 

Integration between the prganised 
and the small-scale sector is a part 
of the normal process of growth as 
the experience of countries such as 
Japan, the U.K. and the U.S.A. 
show. This has also happened in 
India. Several units in the organised 
sector, which have themselves 
grown in size with technological 
progress and expansion in market, 
have developed ancillary units. 
Another type of relationship between 
the organised and the small sector 
industries is one of supplier and 
end-user a vertical integration in the 
process of production based on 
criteria of economic efficiency. 

If, despite such links, the growth 
in output and employment in the 
small sector has not been up to 
expectations, reasons lie in the slow 
pace of growth in the economy as 
a whole and in some industries 
having linkages with small sector in 
particular. High effective incidence 
of indirect taxes on automobiles, 
commercial vehicles, and other 
'mother' industries restrained their 
growth potential as well as of small 
ancillary units linked with them. 
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5ljinllarly, high incidence of duties 
on items such as plastics, synthetic 
yarn etc. has raised the manufactu¬ 
ring cost of small end-user units and 
thereby growth in market for their 
products. 

In different degrees, units in cot¬ 
tage sector face similar problems as 
other small-scale units. The major 
dilemma of cottage sector industries 
has been limited purchasing power 
with rural consumers. While the 
rural markets had a subdued growth, 
in terms of quality they could not 
get a foothold in urban markets, nor 
could they gauge the consumer pre¬ 
ferences in these markets. 

if cottage and village industries 
are to generate a large number of 
employment opportunities in non- 
agricultural sector as is envisaged, 
the quality of their products will 
have to improve and rural markets 
will have to grow. With minimal 
overheads, these industries have a 
natural competitive advantage in 
rural markets. This will have to be 
snpplemented by strengthening the 
organisational structure, upgradation 
and technology and adoption of suita¬ 
ble marketing methods. Involvement 
of business and industry in these 
areas following various f&cal incen¬ 
tives provided in the last Budget 
and major organisational reform 
envisaged by Government for village 
and cottage industries, would create 
conditions for self-sustaining growth 
of the small sector. 

Industry and Employment 

It needs to be stressed that the 
sine qua non of acceleration in 
the pace of growth is develop¬ 
ment of agriculture, small sector 
and organised industry. Towards 
this end, there cannot be any real 


convict bdtwgeO ' small and the 
organised industi^es or between 
industry and agricttftore in develop¬ 
ment planning with a long-term 
perspective. Capifat-intensive as well 
as labour-intensive technologies have 
their own place in a developing 
economy. 

it is not always appreciated that 
contribution of organised industry 
to growth can be more in terms of 
output than direct employment. 
One of the reasons for low employ¬ 
ment content in our past invest¬ 
ment is relatively low proportion 
of outlays on construction work of 
ail types—roads, bridges, irrigation 
dams, houses and so on. Although 
as a part of relief work in areas 
affected by natural calamities or 
os part of minimum wage program¬ 
mes. State Governments resorted 
to construction projects, due to a 
continuous strain on resources or 
other problems such programmes 
have remained sporadic. 

Investment in housing has many 
advantages. Ownership of house 
provides a strong motivation to an 
individual to save. It is one of the 
most important lead sectors for 
accelerating investment in basic 
industries. It also provides a large 
number of direct and indirect emp¬ 
loyment opportunities to unskilled 
and skilled labour. In order to 
assist the process of creating more 
employment opportunities through 
new housing programmes, ICICI 
has sponsored this year the Hous¬ 
ing Development Finance Corpora¬ 
tion Limited, as an independent 
agency to fill a gap in institution¬ 
al finance. 

New Growth Strategy 

It is gratifying to note that 


doveroment is keen to entate a 
congenial climate far boosting in¬ 
vestment. As the first step in this 
direction, it has undertaken a comp- 
prehensive review of procedures and 
policies in major areas suoB ^s 
industrial licensing, direct and in¬ 
direct tax policies, import and 
export policies and so on, with a 
view to facilitating rapid growth in 
output and investment. 

While formulating new growth 
strategies, we need to appreciate 
that investment perse is not a 
sufficient condition for accelerating 
growth. The accent will have to 
be on maximising efficiency in the 
use of capital. For instance, in 
many sectors, replacement and 
modernisation investment in existing 
units may be a preferable alter¬ 
native for raising output at lower 
per unit cost than new investment. 

Due weightage to the economic 
and efficiency criteria assume great 
significance at a time when a tho¬ 
rough introspection of the existing 
policies is taking place. Moreover, 
the objective of rapid expansion, 
which has eluded us so far, is with¬ 
in the reach of the country. Correc¬ 
tive actions to restore operational 
viabilily of industrial projects at this 
juncture will help revival of economy 
by expanding markets and stimulat¬ 
ing new investment in sectors where 
it is most needed. 

The new growth impulses aris¬ 
ing from exports and rural deve¬ 
lopment are promising and need 
to be strengthened to enable the 
organised industry to play a crucial 
role in the task of overall develop¬ 
ment. Each sector has its own 
strong point. While the small sec¬ 
tor offers scope for creating a 


large number of employment o^po^ 
tunities, the large sector has gdvan« 
tage of scale. It can also provide 
technological, managerial and other 
inputs necessary for upgradation 
of other sectors. The im^or chal- 
Jenge of the present situation is to 
evolve a growth strategy based upon 
(he strong points of each of these 
sectors. 

Operations of ICICI 
Turning to the operations of ICICI 
during 1977, there was a continued 
increase in net sanctions and dis¬ 
bursements. ICICI's earnings and 
profits in 1977 exceeded the levels 
of 1976. The net profits of the 
Corporation showed a marked 
increase thanks to thetas relief of 
25 per cent (against 10 per cent 
in the past) extended by Govern¬ 
ment under its 1977 Budget. Avai¬ 
lability of this tax relief is condi¬ 
tional on equivalent transfers of 
profits to special Reserves of 
ICICi, 

To meet the rising demand for 
funds ICICI further augmented its 
resources. In order to strengthen 
its equity base, the Corporation 
made a rights issue of Rs 7.50 
crores. 1 would like to thank our 
shareholders for participating in 
this issue. 1 would also like to 
express our indebtedness to Govern¬ 
ment of India and financial institu¬ 
tions in India and abroad for their 
generous support to the Corpora¬ 
tion. 

N.B. : Th/s is an extract from the 
Chairman's Statement circu^ 
luted to the shareholders with 
the Directors* Report and 
Acconnts for the year ended 
December if, 1977, 

February 9,1978 
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Draft Plan proposes four 
per cent growth in farm 
output 


RECORDS 


AND 


STATISTICS 


AccordinQ to the draft Plan 1978*83, presented to the National Development Council, 
the accent is on the eradication of poverty, creation of a more equal society and 
on achieving substantial progress towards the aims of full employment to be achfeved 
within a period of ten years. The draft Plan also envisages a growth rate of 
4.7 per cent. 


The draft Plan for 1978-83 
presented by the Planning Com¬ 
mission to the National Deve¬ 
lopment Council proposes a 
total outlay of Rs 116,240 
crores of which the outlay in 
the public sector would be 
Rs 69,380 crores. It envisages 
a rate of growth of 4.7 per 
cent and expects that a poten¬ 
tial for 5.5 per cent growth will 
be built up by the end of the 
period. In the four years of 
the fifth Plan the average rate 
of growth was 3.9 per cent as 
against the Plan target of 4.3 
per cent. 

Major Thrust 

The major thrust in this Plan 
will be on acliieving substan¬ 
tial progress towards the aims 
of full employment, eradica¬ 
tion of poverty and the crea¬ 
tion of a more equal society. 
The draft Plan proposes there¬ 
fore, that the principal objec¬ 
tives of planning should now 
be defined as, achieving within 
a period of ten years: 

(i) The removal of unemploy¬ 
ment and significant under-em¬ 
ployment; 

(ii) an appreciable rise in the 
standard of living of the poor¬ 
est sections of the population; 

(iii) provision by the state 
of some of the. basic needs of 
the people in these income 
groups, like clean drinking 
water, adult literacy, elementary 
education, health care, rural 
roads, rural housing for the 


landless and minimum services 
for the urban slums. 

Primary Objectives 

These primary objectives 
would be attained while: 

(iv) Achieving a higher rate 
of growth of the economy than 
in the past; 

(v) Moving towards a signi¬ 
ficant reduction in the present 
disparities of income and 
wealth; and 

(vi) Ensuring the country’s 
continued progress towsirds 
self-reliance. 

The Plan indicates four areas 
of emphasis in achieving these 
objectives—agriculture, cottage 
and small-scale industries, area 
planning for integrated rural 
development and the provision 
for minimum needs. 

The over all Plan size pro¬ 
jected for 1978-83 is Rs 116,240 
crores of which the public sec¬ 
tor outlay accounts for 
Rs 69,380 crores, representing 
59.7 per cent of the total Plan 
outlay. The draft Plan has 
been given a rural orientation. 
Outlays on rural and agricul¬ 
tural development will account 
for 43.1 per cent of the total 
Plan outlay. The total outlay 
on agriculture and rural deve¬ 
lopment will be about twice as 
high as in the fifth Plan. 

The production of foodgrains 
is expected to increase from 
121 million tonnes to 141 mil¬ 
lion tonnes, oilseeds from 9.2 


to 11.2 million tonnes and of 
cotton from 64.30 lakh bales 
to 81.50 lakh bales. 

The annual growth rate sti¬ 
pulated for agriculture is 3.98 
per cent, for industry and 
minerals 6.92 per cent, for 
electricity 10.80 per cent, for 
construction 10.55 per cent, for 
transport 0.24 per cent and 
other services 6.01 per cent. 

The draft Plan envisages 
that per capita consumption 
levels will rise at the rate of 
2.21 per cent during the period 
1978-83 and 3.18 per cent dur¬ 
ing 1983-88. Savings as a pro¬ 
portion of gross domestic pro¬ 
duct are expected to rise from 
19.8 per cent in 1977-78 to 
23.4 per cent in 1982-83. Ex¬ 
ports are expected to increase 
to Rs 7750 crores by 1982-83. 

Employment Strategy 

The employment strategy of 
the draft Plan is (a) to adopt 
an employment intensive sec¬ 
toral planning; (b) to regulate 
technological change to protect 
and enhance employment; and 
(c) to promote area planning 
for full employment. A sub¬ 
stantial amount of additional 
employment will be generated 
by the expansion of irrigated 
agriculture and the largely 
expanded allied sectors of 
dairying, forestry and the fishe¬ 
ries. The Plan will also gene¬ 
rate employment through, (a) 
the expansion of infrastructure 
and social services, e.g. road 


construction, electrification, | 
water supply, rural schools and ! 
community health services, and i 
(b) a large increase in the con- ; 
sumption of the poor; such 
consumption will create addi¬ 
tional employment for wage 
goods which can be produced 
by labour-intensive methods. 

The irrigation, power and 
housing programmes also imply 
a massive increase in construc¬ 
tion activity with a correspond¬ 
ing expansion of employment 
opportunities. 

Selected Sectors 

For certain selected sectors 
like sugar and textiles the 
choice of technology has been 
studied. Labour-intensive me¬ 
thods of production will be 
encouraged wherever appropri¬ 
ate. The measures fordoing 
this would include reservation 
of fields of production for the 
household and small-scale sec¬ 
tors of differential excise pro¬ 
tection. The investnient and 
production targets, along with 
the above measures, will result 
in the creation of employment 
opportunities of the order of 
49.26 million man-years. This 
is expected to absorb the esti¬ 
mated expansion of 30 million 
labour force in the period 
1978-83 as also a substantial 
part of the backlog. 

The draft Plan envisages a 
big increase in the minimum 
needs programme with a total 
outlay of Rs 4,180 crores as 
against Rs 800 crores in the 
fifth Plan. In this Plan the earlier 
list of basic needs* viz., supply 
of drinking water, provision of 
house-sites for the homeless, 
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village access roads, elemen¬ 
tary education for the rural 
poor, provision of rural health 
services, extension of rural 
electrihcation, environmental 
improvement of slums and nu¬ 
trition for the undernourished 
will be extended to include 
adult education. The salient 
features of this programme 
are; 

(a) Elementary and Adult 
Education- About 32 million 
children will be covered during 
the Plan period. Increasing the 
coverage of elementary educa¬ 
tion from 69 per cent of child- 
'ren in the age groups 6-14 to 
90 per cent. Of the 100 mil¬ 
lion or so adult illiterates in 
the age-group 1S-3S, an at¬ 
tempt will be made to make 66 
million literates by the end of 
the Plan. 

(b) Rural Health: It is inten¬ 
ded that a community health 
worker and a trained dai will 
be provided for every lOOO of 
the population as soon as pos¬ 
sible. In addition to complet¬ 
ing the backlog of construction 
of primary health centres and 
sub-centre buildings by the end 
of the Plan, there will be one 
PHC per block and 38,000 
new sub-centres. In addition. 
400 primary health centres will 
be upgraded into 30-bedded 
hospitals. 

(c) Drinking Water: One lakh 
villages, which were earlier 
estimated to be lacking in safe 
dringing water supply, should 
have this facility by the end of 
the Plan. 

(d) Rural Roads: All villages 
with a population of over 1500 
and above, half the villages 
with population of 1000 to 1500 
would be linked by roads and 
the other half would bs covered 
in the next five years. 

(e) Rural Electrification: 
Besides strengthening the 
existing rural electrification 


system, approdmately 40,000 
villages will be electrified by 
1982-83 as a {wrt of a phased 
programme to cover at least 50 
per cent of the villages in every 
state and union territory. 

(f) Housing ft Urban Deve- 
lament: About seven million 
landless labourers were provi¬ 
ded with house-sites in the 
fifth Plan but no assistance was 
provided for developing or 
building on these sites. In 
the Plan about eight million 
landless workers will benefit 
from a scheme for providing 
developed plots, a drinking 
water source for every 30 
houses, sanitation and some 
assistance for materials. The 
scheme envisages all the manu¬ 
al work being contributed by 
the beneficiaries. In urban 
housing the programme of 
slum improvement will benefit 
about 13 million slum dwellers, 
leaving about 18 million to be 
covered in the next Plan. Spe¬ 
cial emphasis will be given to 
housing for the economically 
weaker sections especially in 
the smaller towns. The thrust 
of the urban development 
strategy is to develop the smal¬ 
ler towns and to decongest the 
larger cities. 

(g) Nutrition: The coverage 
of mid-day meals scheme for 
under-nourished children and 
the supplementary nutrition 
programme for mothers and 
infants will be preferentially 
extended to blocks which have 
a high proportion of scheduled 
castes and scheduled tribe 
population. The estimated 
numbers of additional benefici¬ 
aries would be 2.6 million 
children under the nutrition 
scheme and four million 
children under the mid-day 
meals scheme. 

The draft Plan proposes a 
strategy, as a result of which 
the percentage of people below 


the poverty line will be reduc¬ 
ed substantially. To achieve 
this objective a variety of re¬ 
distributive measures are neces¬ 
sary. These should influence, 
first of all, the existing distri¬ 


bution of assets, paT^nfiakly 
agricultural land, urbUn real 
estate and corporate pro¬ 
perty. Second, public sector 
operations should steer the 
distribution of essential com- 


Tablb I 

Output Projections of Principal Commodities—1982-83 


. No. 

Item 

Unit 

1977-78 

1983-83 

1. 

Foodgrains 

Mill. Tonnes 

121.00 

140.48 to 

144.48 

2. 

Sugarcane 

Mill. Tonnes 

156.90 

188.00 

3. 

Cotton 

Lakh bales 
(170 Kg. each) 

64.30 

81.50 to 

92.50 

4. 

Oilseeds 

Lakh tonnes 

92.00 

112.00 to 


* 



115.00 

5. 

Coal 

Mill. Tonnes 

103.20 

149.00 

6. 

Crude Petroleum 

Mill. Tonnes 

10.77 

18.00 

7. 

Cloth-Mill Sector 
Decentralised 

Mill. Mtrs. 

4200.00 

4600.00 


sector 

9t 

5400.00 

7600 00 

8. 

Nitrogenous 
Fertilisers (N) 

Th. Tonnes 

2060.00 

4100.00 

9. 

Phosphatic 
Fertilisers (PiO*) 

Th. Tonnes 

660.00 

1125.00 

10. 

Paper & Paper 
Boards 

Th. Tonnes 

900.00 

1250.00 

11. 

Cement 

Mill. Tonnes 

19.20 

29.00 to 





30.00 

12. 

Mild Steel 

Mill. Tonnes 

7.73 

11.80 

13. 

Aluminium 

• Th. Tonnes 

180.00 

300.00 

14. 

Commercial 

Vehicles 

Th. Numbers 

40.00 

65.00 

15. 

Electricity 

Generation 

G.W.H. 

100.00 

167.00 


Table II 

Sectoral Growth Pattern: 1977-78 to 1982-83 


SI. 

No. 

Sector 

Share in value added 

Growth rate % 

1977-78 

1982-83 

Value 

added 

Output 

1. 

Agriculture 

42.50 

38.71 

2.76 

3.98 

2. 

Mining & 
Manufacturing 

18.47 

18.76 

. 5.03 

6.92 

3. 

Electricity 

1.71 

2.14 

9.55 

10.80 

4. 

Construction 

5.74 

7.64 

10.09 

10.55 

5. 

Transport 

4.37 

4.96 

4.65 

6.24 

6. 

Services 

26.61 

27.79 

5.61 

6.01 
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modities, infrastructure facili- 
tidi and social services in 
favour of low-income consu¬ 
mes. Third, on the produc¬ 
tion side, the share of small 
farmers and small industrial 
enterprises in institutional credit 
and in the supply of material 
Inputs needs to be increased, 
and their access to technical 
and marketing assistance 
improved. Fourth, policies 
which minimise unemployment 
should be expected to reduce 
inequalities. And, finally, the 
rural and urban poor have to 
be organised. 

Thus, in addition to fiscal 
measures, a redistributive bias 
has to be built into the whole 
spectrum of production, distri¬ 
bution and employment poli^ 
cies and in the organisational 
effort of official and non-official 
agencies. A number of redis¬ 
tributive policies have been 
proposed which include speedy 
land reforms, tenancy reforms, 
rationalisation of urban and cor¬ 
porate property. More effective 
distribution of goods and ser¬ 
vices with a bias towards the 
weaker sections, dual pricing 
policy, a stronger public distri¬ 
bution system for the consu¬ 
mer goods and the distribution 
of credit and other inputs to 
small producers and farmers. 

Redistributive Strategy 

As part of its redistributive 
strategy, the drafli Plan inclu¬ 
des several provisions for pro¬ 
moting the development of 
backward classes and back¬ 
ward areas. These will receive 
priority in areas planning 
measures, in the minimum 
needs programme and in 
special programmes for back¬ 
ward classes, hill areas and 
tribal areas. The Plan empha¬ 
sizes the need for an incomes 
policy for reducing income 
disparities. 

The draft Plan proposes a 


massive shift of resources in 
favour of rural areas with an 
in-built redistributive character 
in almost every programme. 

The draft Plan suggests wide- 
ranging steps to' broaden the 
tax base in order to meet the 
resource requirements of the 
Plan. The Plan proposes the 
raising of more revenue from 
indirect levies keeping the vario¬ 
us socio-economic objectives in 
view and inducting a greater 
degree of progressivity in direct 
taxes. It also suggests a reduc¬ 
tion jn subsidies, revision of 
present price policy of public 
undertakings and increase in 
the rate of contribution to 
provident fund from six to 8.3 
per cent by government ser¬ 
vants, continuance of the com¬ 
pulsory deposit scheme for the 
next five years and introduc¬ 
tion of compulsory group 
insurance for employees in the 
entire organised sector. 

In the state sector, proposals 
Table III 

Aggregate Resources for the 
Five Year Plan—1978-83 

(Rs crores at 
1977-78 




prices) 

1. 

Public Sector 



Saving 

27,444 

2. 

Saving of Finan- 



cial Institutions 

1,973 

3. 

Saving of the 



Private Corpo¬ 



rate Sector 

9,074 

4. 

Household Saving 62,364 

5. 

Total Domestic 



Saving 

100,855 


Net inflow from abroad 


(a) External 



assistance 

3,955 


(b) Drawings on 



Foreign Exchange 

1 1,180 


Reserves 


6. 

Budgetary Provision 


for Current Develop- 


raent Outlay 

10,250 

Aggregate Resoarces 

116,240 


for additional resources mobi¬ 
lisation include agricultural 
taxation or a progressive in¬ 
crease in the surcharge in land 
revenue, market cesses, 
revision of irrigation and elec¬ 
tricity tariffs. The other mea¬ 
sures suggested are extension 
of rural debentures and mop¬ 
ping up of a part of the capital 
gains in land and property 
values. 

The public sector outlay of 
Rs 69,380 crores is proposed to 
be financed as given in Table 
IV. 

Resource Mobilisation 

The financing scheme of the 
Plan envisages additional 
resources mobilisation of 
Rs 13,000 crores, Rs 9,000 
crores by the centre and 
Rs 4,000 crores by the state’s. 
The total tax revenue by the 
central and slate govern¬ 
ments resources at present 
rates of taxation would be of 
the order of Rs 12,889 crores. 
Contribution of market borrow¬ 
ings of governmeut, public 
enterprises and local bodies 
will beRs 15,986 crores. The 
net term loan of financing 
institutions will amount to 
Rs 1,296 crores. The utilisa¬ 
tion of foreign exchange reser¬ 
ves would be Rs 1,180 crores. 
Even after that an uncovered 
gap of Rs 2,226 crores will be 
left. 

The Plan states that the 
primary aim of the ‘price 
policy’ would be to operate 
the economy within the “regime 
of stable prices while implemen¬ 
ting the investment program¬ 
me.” This is sought to be 
achieved by, (a) ensuring a 
reasonable balance between 
aggregate demand and supply 
to be sustained through a mix- 
ture of fiscal and monetary 
policies, (b) providing for a 
steady increase in the supply 
of goods of essential mass con¬ 


sumption» and (c) by evolving 
intemaliy consistent policies 
dealing with prices of agricul¬ 
tural commodities, those of 
manufactures in the private 
and public sector and prices 
of various services. 

Insofar as the agricultural 
prices arc concerned, the draft 
commends the approach of the 
Agricultural Prices Commis¬ 
sion. It is suggested that in the 
interest of the price stability 
no price increase should be 
given to the agricultural pro- 
ducts unless it is justified by a 
substantial rise in the input 
prices. The draft also recog¬ 
nises the need for paying 
greater attention to the fixing 
of relative prices of competing 
crops. With regard to the price 
of the manufactures it is con¬ 
templated that the price fixa¬ 
tion would'bc limited to a few 
commodities where (his is dicta¬ 
ted by the need for maintaining 
over all price stability. 

Monetary Policy 

The main objective of the 
monetary policy is to restrict the 
price fluctuations to the mini¬ 
mum. It is proposed to moni¬ 
tor the balance between aggre. 
gate demand for goods and 
aggregate supply; and to relate 
the growth of money supply to 
the growth of net domestic 
product. The draft recognises 
the need for caution in deter¬ 
mining the permissible rate of 
growth of money supply, parti- 
cularly because the pattern of 
investment envisaged in the 
Plan is likely to generate 
incomes among groups with 
low savings propensity. It pro¬ 
poses the formulation of an 
aggregate monetary budget. 

Notwithstanding some uncer¬ 
tainty about the trend of world 
trade and the extent to which 
the developed couptries as a 
whole may wish to restrict the 
import of certain commodities 
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of interest to India, the outlook 
for the growth of India’s inter¬ 
national trade is on the whole 
favourable. The draft recogni¬ 
ses the diversification of India’s 
trading pattern due to the deve¬ 
lopment of the West Asian 
market, as also the prospects 
of growth of trade under India’s 
bilateral agreements. However, 
the selection of commodities 
for export promotion in the 
future is proposed to be mainly 
on the basis of dynamic com¬ 
parative advantages, taking 
into account the domestic 
resource cost of exportable 
commodity. 

According to draft Plan, the 
exports are estimated to lise 
from Rs 3,|46 crores in 1976- 
77 to Rs 7,750 crores in 1982- 
83. The imports will increase 
from Rs 5,076 to Rs 10,500 
crores. The gap in the balance 
of payment position works out 
to Rs 9,200 crores. It is ex¬ 
pected that the gross inflow of 
aid over the Plan period will 
be about Rs 8,020 crores. The 
remaining gap of Rs 1,180 
crores would be bridged by 
drawing down on the country's 
foreign exchange reserves 
which would be above Rs 4,000 
crores at the beginning of the 
Plan. The net inflow of ex¬ 
ternal resources including the 
use of reserves would be less 
than five per cent of the Plan 
outlay. 

Important Feature 

An important feature of the 
draft is that planning would 
cease to be critically dependent 
on the quantum of aid. Aid 
accounts for only five per cent 
of the total Plan outlay. 

This sector will receive the 
highest priority. The strategy 
for crop production will be to 
increase the area under irriga¬ 
tion, gross cropped area and 
cropping intensity and to 
ensure larger application of 


inputs. This win be backed by 
Improved agroapmic practices 
for higher ofHciency through 
development and propagation 
of better seeds, a strengthened 
extension system, assured 
availability of credit and im¬ 
proved facilities for marketing, 
storage and processing. A policy 
of optimal land use involving 
integrated watershed manage¬ 
ment which covers measures 
for flood control, drainage, re¬ 
clamation and reshaping of 
land, mixed farming for mar¬ 
ginal land and a silvi-pastoral 
approach for areas with low 
rainfall will be adopted. 

A concerted effort has been 
proposed to improve the allied 
sectors of agriculture like 
animal husbandry, dairying, 
fisheries and forestry. 

Accent on Irrigation 

There will be a large step-up 
in the irrigation potential; by 
17 million hectares as against 
8.6 million hectares created in 
the first four years of the fifth 
Plan. Of these, nine million 
will be as a result of minor 
irrigation schemes (of which 
seven million will come 
through groundwater develop¬ 
ment and the remaining two 
million from small surface 
irrigation projects). Major and 
medium irrigation projects 
will create a potential of 8 
million hectares. The outlay 
for irrigation and flood con¬ 
trol in the draft Plan is 
Rs 9,650 crores as against 
Rs 4,226 crores in the fifth 
Plan. 

Power: In the draft Plan 
period a start is proposed on 
one more nuclear power sta¬ 
tion, besides the completion 
of the Madras Atomic Power 
Station and commissioning of 
the first unit at Narora. In the 
next five years, an addition of 
about 18,500 million watts of 
generatingcapacity is projected. 


of which 13,000 wliri>e.^Nwl, 
4530 hydro and 925 nbdear. 
This will take the country’s 
total installed capacity .. to 
about 44,500 million watte by 
the end of the Plan. In this 
Plan the work will commence 
on three super thermal power 
stations. ‘The outlay on the 
power sector is Rs 15,750 
crores as against Rs 7,016 
crores in the fifth Plan. 

Rural electrification will re¬ 
ceive added emphasis. Twenty 
lakh pumpsets and one lakh 
villages will be energised dur¬ 
ing the period 1978-83 as 
against nine lakh pumpsets 
and 80,000 villages in the last 
four years. 

Petroleum- Oil exploration is 
proposed to be intensified. The 
development of the Bombay 
High and Bassein structures 
will be completed in the next 


two to three years and the 
production capability develop¬ 
ed to reach a peak of 12.5 
million tonnes per year. The 
oil production policy in the 
next five years will be weighted 
in favour of conservation of 
our limited resources. Thus, 
production both offshore and 
onshore may have to be kept 
below technically feasible 
levels. 

The commissioning of the 
Mathura and Bongaigaon re¬ 
fineries and expansion of 
Gujarat refinery will take the 
total refining capacity of the 
country to 37.45 million tonnes 
per year by 1980-81. This will 
mean that with some increase 
in import of petroleum pro¬ 
ducts there should be sufficient 
refining capacity in the country 
to meet the demand till the 
end of the Plan. 

Coal: With the rapid expan- 


Table IV 

Estimated Budgetary Resources for the Public Sectmr Plan 

(Rs crores at 1977-78 prices) 


1. Central and state government’s resources 

on revenue account at 1977-78 rates of 12,889 

taxation 

2. Contribution of public enterprises at 

1977-78 fares, freights, tariffs and rates 10,296 

3. Additional resource mobilisation 13,000 

4. Market borrowings of government, 

public enterprises and local bodies (net) 15,986 

5. Small savings 3,150 

6. State provident funds 2,953 

7. Term loans of financial institution (net) 1,296 

8. Miscellaneous capital receipts (net) 450 

9. External assistance (net) 5,954* 

10. Utilisation of foreign exchange reserves ],I80 

11. Total 67,154 

12. Uncovered gap 2,226 

13. Aggregate resources 69,380 


*Net of repayments only. Interest has been allowed for under 
Item 1. 
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iMln of thermal power genera. 
tioin, steel and other industries 
the demand for coal will rise 
in the coming years. While 
India had fairly large reserves 
of low grade coal, reserves of 
usable coking coal are limited, 
as a measure of conservation, 
therefore, import of low ash 
coking coal in significant 
quantities has been proposed. 
The total outlay of the three 
sectors is given below; 

Table V 

Outlays in the Energy Sector 


(Rs crores) 


Head 

Fifth Plan 
Plan 

1974-79 1978-83 

Power 

7016 

15,750 

Petroleum 

1691 

2550 

Coal 

1148 

1850 

Total 

9855 

20,150 


The industrial strategy adopt¬ 
ed in the Plan is thus to: 

(a) Make the fullest use of 
existing capacity. In many 
fields, consumer, intermediate 
and capital goods industries 
are currently operating at well 
below capacity, e.g. engineer¬ 
ing, textiles, sugar; 

(b) Employ technologies 
which have a low capital to 
output ratio, provided produc¬ 
tion costs are not adversely 
affected to any significant 
extent. This will call for a 
review and if possible for an 
expansion of the list of indus¬ 
tries reserved for the small 
scale and cottage sector; 

(c) Conserve scarce non- 
renewable resources such as 
coking coal and other minerals 
of which we have relatively 
low reserves; 

(d) Use the foreign exchange 
reserves. This will require a 


pianh^ gap hetween demand 
and supply to be met by im¬ 
ports. Generally, industrial 
investm|Bats in the public sector 
and private sector will have to 
be based, more than in the 
past, on a comparison of costs 
of production with the econo¬ 
mic cost of imports. At no 
point, however, will the gap be 
allowed to grow to a point 
where it exceeds a reasonable 
proportion of the total inter¬ 
national trade in that com¬ 
modity. To balance this, the 
drive for export of labour in¬ 
tensive manufactured goods 
like handlooms, leather goods, 
readymade garments and 
engineering products, where we 
are in a strong competitive 
position, will be intensified; 

(e) Reduce the concentration 
of economic power in the cor¬ 
porate private sector, through 
a mix of policy, regulatory 
and organisational measures; 

(f) Take timely steps through 
injection of finance or man¬ 
agement or by modification of 
government policies to mini¬ 
mise the incidence of sickness 
in private companies; and 

(g) Reduce production costs 
through a combination of 
measures such as exposing 
domestic industry to a limited 
degree of competition from 
imports and by ensuring that, 
where economies of scale are 
significant, only units of an 
economic size are put up. 

Priority Sector* 

As a major contributor to 
the planned growth of employ¬ 
ment, this sector will receive 
very high priority. The deve¬ 
lopment effort will be mounted 
on many fronts including 
reservation of industries and 
excise duty differentials. To 
ensure coordinated growth and 
minimise the number of con¬ 
tact points District Industries 


(tienUes (DIC^ will be set up. 
Research and technology trans¬ 
fer to this sector will be given 
much greater impetus. Regard¬ 
ing credit, the possibility of 
extending the margin money 
scheme is being considered. 
In marketing the major effort 
will be to remove the middle 
man and to provide through 
the cooperative sector a remu¬ 
nerative outlet for the products 
of cottage industries. Steps will 
be taken to enhance the pro¬ 
vision of training, technical 
assistance and other facilities. 
The outlay for village and 
small industries will be step¬ 
ped up from Rs 387.8 crorcs 
in the fifth Plan to Rs 1410 
crores. 

Higher Outlay 

The outlay on large and 
medium industries in the public 
sector will be stepped up from 
Rs 6852 crores in the fifth 
Plan to Rs 8940 crores. 

Steel. The production of 
steel is expected to increase 
from 7.7 million tonnes to 11.8 
million tonnes. A start on a 
new steel plant is envisaged 
towards the end of the Plan. 

Cement. The demand for 
cement is expected to be 31 
miU^n tonnes in 1982-83 
against which indigenous 
production will be 30 million 
tonnes. The remunerative 
price for cement announced 
recently, the use of slag and 
improved technologies arc ex¬ 
pected to lead to the rapid 
growth of cement production. 

Fertilizers: Output of nitro¬ 
genous fertilizers is expected 
to go up from 2.06 million 
tonnes in 1977-78 to 4.1 mil¬ 
lion tonnes in 1982-83. Starts 
will have to be made on nine 
new plants. 

Petrochemicals: Besides 

making provision for ongoing 
schemes in the public sector. 


outlays have been provided toi 
setting up a large olefins 
complex, a plant for aromatics 
recovery and a polyesterjpiant. 

Drugs & Pharmaceuticals: 
Substantial expansion of capa¬ 
city is envisaged in which a 
major role is expected to be 
played by the two existing 
public sector units IDPC and 
HA. 

Textiles: The bulk of the 
additional requirements of 
cloth will be met by increasing 
the output in the handloom 
sector. No increase in looms 
either in (he mill or the power- 
loom sector will be permitted 
though modernisation and 
replacement of old looms will 
be allowed. If the handloom 
sector is able to produce more 
than what has been estimated, 
suitable cuts will be imposed 
on the production targets in 
the other sectors. 

Sugar: Since capacity already 
installed or in construction 
will be adequate no new sugar 
plants will be set up. A recent 
study of technological options 
indicates that future growth in 
sugar should be through 
khandsari plants, as these 
provide the largest employ¬ 
ment. 

Vocational Education 

Education: The priorities in 
the next Plan will be the re¬ 
moval of illiteracy, universali- 
sation of elementary education 
and making education more 
employment-oriented and re¬ 
levant to society. Expansion of 
general academic courses in 
secondary and university 
education will be kept down 
and emphasis shifted to voca¬ 
tional isation. 

Health: The main objective 
will be to provide better 
health care aifd medical 
services to the rural areas and 
the urban poor. Establishment 
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•lOoS to 
^.tals and the 
additional beds 
^ be so planned as to 
cijsure balanced regional dis¬ 
tribution, viability and sound 
management. Programme for 
control/eradication of com¬ 
municable disease, especially 
of malaria, will be given 
special atlention. 

Family Welfare'. The family 
welfare programme will con¬ 
tinue to be accorded very high 
priority. The strategy will be to 
increasingly integrate the 
health, family welfare, 

Table VI 

Outlays for Social Services 

(Rs crorcs) 

Sector Fifth Plan 

Plan 1978-83 
1974-79 


Social Services 

Education 

1285 

1955 

Health and 
Family 

Welfare 

1179 

2095 

Housing, Urban 
Development 
and Works 

1189 

2540 

Water Supply 

971 

1580 

Social Welfare 
and Nutrition 

202 

305 

Backward 
Classes and 
Harijan Wel¬ 
fare 

327 

545 

Others (Rehabi¬ 
litation, 
Welfare etc) 
including 
unclassified 

1071 

335 

Total 

5224 

9355 


maternity and ctlild health and 
nutrition services at all levels. 

For the development of 
science and technology an 
amount of Rs 650 crores has 
been earmarkedL This includes 
atomic energy^ space, and 
CSIR, The two primary aims 
of the science and technology in 
the Plan would be to (a) focus 
on meeting the needs of rural 
development, and (b) to move 
towards greater technological 
self-reliance. 

Expert Committee 

For the successful imple¬ 
mentation of the Plan, the 
draft proposes to lake steps to 
streamline monitoring of pro¬ 
jects and programmes, more 
effective review to identify 
areas where improvement is 
needed and an efficient machi¬ 
nery for ensuring coordination 
between financial institutions 
and government. A number of 
expert committees to report on 
(a) demographic policies and 
their implementation and (b) 
energy policy, and (c) compre¬ 
hensive transport planning, are 
being set up. To make decen¬ 
tralisation of the planning 
process a reality, the draft 
Plan suggests the strengthening 
of planning machinery in :l(lates 
to develop independent plan¬ 
ing capability at district level. 
While model planning struc¬ 
tures at these levels would be 
suggested by the Planning 
Commission it will be for every 
state to adopt them for its own 
requirements. 

The overall investment plan, 
the public sector outlay and 
capacity and production tar¬ 
gets for major sectors have 
been worked out for the five 
year period 1978-83. For 
some sectors the expected 
growth for the next five year 
period up to 1987-88 have also 
been indicated. But it has not 


been possible, due to cons¬ 
traint of time, to indicate in 
this document the outlays and 
output targets year by year 
for the year 1978-83. This 
exercise will be completed 
shortly. Meanwhile pro¬ 
grammes and projects under 
different sectors will also be 
formulated in detail, wherever 
this has not yet been done, in 
consultation with the central 
ministries and state govern¬ 
ments. The executing agencies 
will then be expected to pre¬ 
pare their schedules of imple¬ 
mentation for achieving the 
annual targets. Before the 
end of this year the projections 
for more important sectors 
will be indicated for an addi¬ 
tional year beyond the pre¬ 
sent Plan period i.c. up to 
1983-84. 

Periodic Review 

The extension of the Plan 
horizon in this way is essential 
for the phasing of investment 
decisions in sectors such as 
irrigation and power. While 
preparing the annual Plan for 
1979-80. the progress of major 
sectors during 1978-79 will be 
rcvicOTd. If there arc slippages 
in an> area, additional effort 
would be indicated for achiev¬ 
ing the 1982-83 target. If how¬ 
ever, the demand outlook in 
any sector has changed signi¬ 
ficantly since the preparation 
of the plan, or if in the light of 
better information, some 
earlier forecasts need to be 
modified, the necessary limited 
adjustments will be carried 
out. This, in brief, constitutes 
the methodology of the rolling 
plan. 

There are four elements 
needed for the success of any 
radical plan for restructuring 
rural life. First there must be 
a national consensus on the 
Plan itself. Over the years 
such a consensus has prevailed 


in respect of every natlonat 
Plan. The strategy set out here 
is the ai^ropriate one for the 
next pliase of the country’s 
development. The Planning 
Commission is confident that 
the objectives, priorities and 
policies laid down in this docu¬ 
ment will find general accep¬ 
tance with the central and 
state governments, all politi¬ 
cal parties and all sections of 
informed opinion in the 
country. 

Concerted Efforts 

Second, the Plan demands 
determination of government 
as a whole to raise and deploy 
all necessary resources and to 
devote all their energies to the 
fulfilment of its objectives. 

Third, it requires of the 
community the readiness to 
accept a degree of restraint on 
the expansion of its current 
levels of consumption for the 
sake of the future. 

Lastly, and most vitally, the 
Plan must evoke the enthu¬ 
siasm and participation of the 
vast numbers of citizens whom 
it will affect, more particularly 
the target groups to whom the 
benefits of the rural employ¬ 
ment strategy have to be 
carried. The poor and the dis¬ 
possessed will not come into 
their own only by plans and 
programmes, however well- 
conceived, by declarations of 
intent or by exhortations to 
thrift and labour. If the Plan 
is to succeed, they have to be 
helped to organise themselves 
to claim as a right the benefits 
that should flow to them, so 
that in turn they may make 
their due contribution to 
society. 

The goals are attainable, 
given only the national will to 
pursue them without falter¬ 
ing. 
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37poiiifs 

every businessman 
ought to know 
about his weight* 


If you want to gain weight (import), 
or shea some (export), in any of 37 points around 
the world, your best bet is Air-India. 

You can pay us in rupees and save your precious 
foreign exchange for times when you really need iL 

Remember. We have more originating flights 
from India. And we fly to more destinations 
than any other airline. 

So the next time you have a weight problem, 
call Air-India or your nearest cargo agent 
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The next time you see a 

colourful blerid of saree, 

handbag, earrings, bindi and 

even shoes that match... think of Atul 

and the 
nation's drive 
to grow 
more food. 

Atul has aothing at all ta do with 
orowing food. 

But Atul makss tho nation's widsit 
range of dyastuffs which help to colour 
avorything around you. 

Today, India consumes soma 18.000 
tonnes of dyastuffs for her various 
industrtss like textiles, leather, paints, 
papar, cosmetics and even food. 

If it wore not for man-made synthetic 
dyes, vast tracts of fertile land would 
hava to ha engaged for the cultivation oi 
plants like indigo and madder from 
uriricb vegetable dyes are obtained. •' 

On thair part farmers would opt for 
cultivation of lucrative cash crops instead 
of food grains. 

At Atul wo make a wide range of dyes 
for ovary need. Aio dyes. Tulatbols. 
Tulabasos. Sulphur Black, Disperse 
dyas. Mordant dyes. Optical Brightaners 
and many others. 

When you noxt see something colourful, 
think of bow Atul plays a vital rolo 
in your life and how thjs in turn helps 
tha aation’a drhra to grow more food. 


THE AllIL PRODUerS UD. 

ATUU^IST: VAtSAO. ni«: 380 020 (GUJARAT) 

TW: 01,02.03.04. Gram; TULA' Atgl. .yMwt: Atul SR-0178-384. 

25 years of experience us India's giant chemical complex. 
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US and Germany to Stabilize 
Dollar; Manufacture of TV 
Glass Shells; Bank of Baroda 
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Projects for Gujsrat; Stock 
Limits for Khandsari; Proven* 
tion of .Food Adulteration 
Rules; tea Exports; Indo- 
Brltish Economic Committee; 
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dhelum Project; UP Budget; 

Minerals Production; Bank 
Advances; International Air* 
ports Authority; Interest 
Rates on Deposits; Names in 
the News MS4e4 

Company Affair. 

Hindustan Lever; Philips 
India; AtuI Products; Scindia 
Steam; ICICI; Molins of India; 

Ceat Tyres; Rohit Mills; Anil 
Starch; Otis Elevator; Press 
Metal; Modi Rubber; Modeila 
Woollens WMS7 

Racordt and Statlstica 

Trends In India's Forelan Trad# Ml 


The roujno plan has started rolliog even before it has been properly unrolled. 
Certain chief ministers have entered the spirit of the game with a vengeance. Having 
so far failed to persuade the prime minister to agree to a round-table conference on 
centre-state financial relations, they have adroitly used the meeting of the National 
Development Council, called to rubber-stamp the Planning Commission's draft five- 
year Plan for the period 1978-83, to bring on the agenda a debate on bow the national 
pool of public finances is to be shared among the central and state governments. 
Although the carefully sterilized official briefing spoke of the draft plan being finalised 
after detailed discussions are held between the Planning Commission and the stale 
governments, particularly with regard to the stale plans, the truth is that the dissident 
chief ministers have succeeded in keeping wide open the major issues relating to draw¬ 
ing up a budget of resources for the plan. The only operative decision taken at this 
meeting of the National Development Council is the agreement on setting up a com¬ 
mittee to review the Oadgil formula for the allocation of resources between the centre 
and the states and determine the scope of centrally-sponsored schemes in the plan. 
The implication is that, until this committee has reported and a consensus is reached, 
the resources framework drafted by the Planning Commission can only be treated as 
even more provisional than the total scheme of the plan as it stands at present. 

In these circumstances, there is not much to be read into the sigh of relief 
emanating from certain grey eminences in the Planning Commission or the central 
cabinet over the general acceptance which the broad aims aud objectives of the draft 
plan may have won from the National Development Council. Indeed it would have 
been childish on any one's part to quarrel with such principles as the removal of 
unemployment and significant under-employment, the promotion of an appreciable 
rise in the standard of living of the poorer sections of the population or the provision 
by the state of some of the basic needs of the people in these income groups, such as 
clean drinking water, adult literacy, elementary education, health care, rural roads, 
rural housing for the landless and minimum services for the urban slums. It would be 
ridiculous too to question a strategy of planning which would aim at achieving a 
higher rate of growth of the economy than in the past, emphasizing rural develop¬ 
ment through the expansion of agriculture and household and small-scale industries, 
securing a significant reduction in the present disparities of incomes and wealth, or 
ensuring the country's continued progress towards self-reliance. As a matter of fact, 
these had been the reiterated guidelines for all the previous plans and therefore the 
only worthwhile point of departure for another plan would be whether it would be 
able to produce valid and sufficiently dynamic new ideas for stepping up the efficiency 
with which the people and the government are to pursue these purposes. 

In fact this is the touchstone with which this plan should be tested. Here credit 
is due to the planners for recognizing the overwhelming importance of intensive 
irrigation and power development. It is clear that a stage has now been reached where 
a big push could be given to the economy mainly through ensuring vastly improved 
water supply for farming and power supply for the needs of agriculture, industry and 
the transport sectors. It is proposed to promote the irrigation potential by 17 million 
hectares during this five-year period as against 8.6 million hectares created in the first 
four years of the fifth Plan. In order to meet the estimated electricity consumption of 
nearly 129 billion units in the terminal year of the plan, an addition of about 18,500 
MW of generating capacity is projected in the next five years, taking the total installed 
capacity to about 44,500 MW by the end of the plan. This power programme will 
require an increase in outlay of about Rs 8,700 crores, which is by far the highest in 
any sector. The Planning Commission deserves credit for its bold and dynamic con¬ 
cepts in these two vital areas of development and it can be said at once that the 
nature and extent of the success achieved by this plan will be determined primarily by 



the results which the central and slate 
governments are able to show in the fields 
of irrigation and power development in 
terms of the obligations which are pro¬ 
posed to be laid on them. If this plan 
manages to give any significant relief to 
the nation in respect of the grave burdens 
of mass unemployment and poverty in the 
derelict or depressed areas of rural life or 
livelihood and the urban slums, this will 
be in the degree in which it promotes the 
infrastructures of water and energy. 

high-cost economy 

The new ideas, however, are only a 
few. But prejudices, both old and new, 
abound. The Planning Commission indeed 
seems to have gone out of its way to 
prescribe for economic and social regi¬ 
mentation. Instead of trying to move 
away from a controlled economy, the 
community is to be pushed deeper into 
the maws of political and bureaucratic 
controls. Taking a jaundiced view of 
the role of large-scale industry in contri¬ 
buting to employment opportunities and 
improvements in consumption standards 
of the people, it has subordinated the 
industrialization of the country in terms 
of the continuously widening acceptance 
and adoption of advances in technology 
and business management, to a scheme 
of industrial planning which is bound to 
create a low-productivity, high-cost 
economy. 

Blows have already been struck at 
several major industries in the organiz¬ 
ed sector. There is to be no expansion of 
weaving capacity in the textile mills. 
There arc to be no new sugar factories as 
additional production is to be reserved for 
the khandsari sector. The larger firms are 
to be phased out of the production of 
consumer goods. The private corporate 
sector generally is to be brought increas¬ 
ingly under slate control, largely by 
means of government or semi-govern¬ 
ment financial institutions steadily 
entrenching themselves in the manage¬ 
ment of public limited companies. In 
other words, the various apparatuses of 
government control of industry, such as 
industrial licensing, the MRTP Act, the 
FERA and price and profit controls are 
not only to be given a new lease of life, 
but boosted to monstrous proportions. 
Right now the pharmaceutical industry 


ha^^a broitgbt imtler jry^rous cootid 
of «I aspects of its Jiiclnding 

its ^-jtO'day operations and this is clear* 
ly a'Sainple of what is in store for other 
major industries in the country. 

This approach towards large-scale 
industry is clearly inconsistent with 
higher targets for economic growth, ex¬ 
pansion of markets for agricultural or 
other rural production or improvements 
in the incomes and consumption patterns 
of the mass of the people. It is also 
inconsistent with any dynamic resource 
planning for development since the restric¬ 
tions on or the distortions of the organis¬ 
ed industrial sector are bound to inhibit 
the growth of the tax base or other 
revenue resources for development. This 
should mean that the government’s 
monetary and other economic policies 
will have to rely more and more on 
resort to compulsory or forced savings 
for funding plan programmes and this in 
turn would further obstruct the genera¬ 
tion of investible resources, particularly 
through the voluntary savings of the 
community. 

Given these risks, merely boosting 
public outlays to Rs 70,000 crores is not 
big planning but sick planning, while the 


further assumption of a total developmmt 
outlay of over Rs lf 6,0i9O mores ft a joke 
in bad taste. Perhaps in fairness to the 
preset planners it should be aidded that, 
even in the case of the previous plans, 
figures given for the latter aggregate were 
never meant to be taken seriously. This is 
because at no stage in the planning pro¬ 
cess in the last 27 years was any serious 
thought given to the generation or safe¬ 
guarding of the investment potential or 
investible resources needed in or for the 
non-government sector. On the contrary, 
fiscal, monetary and other measures were 
continuously being taken for meeting the 
financial outlays in the government 
sector, without any notice being taken of 
their repercussions on the resources posi¬ 
tion for development outside the govern¬ 
ment sector. This situation or trend will 
certainly change for the worse during 
the period of the latest plan, since the 
public sector's squeeze on resources is 
bound to become even more exacting. 
There has always been a large element 
of unrealism in economic planning in our 
country, but it has now become a real 
menace to the country's economic stability 
or the people’s expectations of economic 
progress. 
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Resources: planning hopefully 

The draft five-year Plan for the period the household sector will remain unchang- 


1978-79—1982-83 envisages a step-up in 
the mobilisation of resources (in rupees) 
for investment by as much as 66 per cent 
in relation to the estimates of the revised 
fifth Plan (1974-75-1978 79) which was 
approved late in 1976. Since the fifth 
Plan was abruptly ended in 1977-78, the 
year 1978-79 is common to estimates of 
both the Plan periods. The anticipated 
increase in resources by nearly two-thirds 
is based on the major parameters of the 
draft five-year Plan which stipulate an 
average rate of growth in the economy at 
4.7 per cent a year and a rise of four per¬ 
centage points in the net saving rate from 
16,5 to 20.5 psr cent over the Plan period. 
The moot question is: how realistic are 
these assumptions? 

The draft Plan document has attempted 
to justify the feasibility of the goals which 
have been set, though the adoption of the 
concept of a rolling Plan provides the 
Planning Commission with the opportu¬ 
nity to revise the targets every year in the 
light of experience. One thing which is 
clear is that the draft plan for the next 
five years has been seen as a continuation 
of the truncated fifth Plan and that the 
estimates put forward in regard to the 
raising of financial resources follow the 
pattern as well as the terminology used in 
the earlier Plans. 

sourcu of savings 

As in the earlier Plans, the bulk of the 
savings is expected to emerge from the 
domestic economy and the household sec¬ 
tor is anticipated to play a dynamic role 
in this regard. Out of the total anticipat¬ 
ed savings of Rs 100,855 crores, the share 
of household saving is put at Rs 62,364 
crores (see Table). Again, household 
savings are split up into direct household 
investments and increase in financial as- 
sets. While household investments for 
the Plan period are estimated at Rs 28,245 
crores, the rise in financial assets is com¬ 
puted at Rs 34,119 crores. By and large 
it is assumed that the rate of saving in 
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ed as a proportion of the disposable 
income and Chat direct household invest, 
ment will maintain its usual relationship 
with the national income. The increase 
in liousehold fioancial assets is projected 
on the historical basis under such heads 
as deposits, currency, life insurance fund, 
provident funds, investments in units, 
debentures and shares of corporate and 
cooperative sectors. The performance of 
this sector rests solely on the expected 
increase in national income and conse¬ 
quently the improvement in disposable in¬ 
come, If the target of annual growth in 
national income at 4.7 per cent should 
prove too ambitious, there will be no 
option but to scale down the size of the 
Plan, and, ipso facto, the contribution of 
domestic savings. 

It may be recalled that a year ago, 
the Jai\ata party leaders had proclaimed 
after assuming the reins of power at the 

Estimated Savings and Investment 

(Rs crores) 


1974-75— 1978-79— 
1978-79 1982-83 


(i) Public savings 

15,028 

27,444 

(ii) Private corporate 
savings including 
cooperatives 

5,548 

8,293 

(iii) Savings of finan¬ 
cial institutions 

1,263 

2,754 

(iv) Household savings 

36,481 

62,364 

(v)* Aggregate domes¬ 
tic savings 

53,320 

100,855 

(vi) Inflow from the 
rest of the world 

5,431 

5,135 

(vii) Total resources 
available for 
investment 

63,751 

105.990 

(viii) Budgetary provi¬ 
sion for current 
development out¬ 
lay 


10,250 

(ix) Aggregate resources — 

116,240 
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centre that the earlier government had 
made a mess of the economy. It is amus¬ 
ing to note that because the Planning 
Commission had been called upon to draft 
an ambitious Plan, it could not help 
stressing arguments such as (i) the saving 
capability of the economy has increased, 
(ii) an adequate stock of technological 
skills is available, (iii) a strong and diversi¬ 
fied industrial and infrastructural base has 
been built up and (iv) in parts of the coun¬ 
try, agriculture is highly advanced. Surely, 
the enharged Plan would have been diffl- 
cult to draft for the Planning Commission 
if it had not taken into account the 
achievements of the economy registered in 
the last three decades which were not of 
a mean order. 

national income 

Over the long period, the national 
income of the country has risen at an 
annual rate of 3.3 per cent. To raise 
it to 4.7 per cent p^r annum in the 
next five years will no doubt exert enor¬ 
mous pressure on the investible resources 
of the community since nearly half of this 
country’s population is estimated to live 
below the poverty line with little scope for 
saving and investment. Also, the Janata 
government at the centre will need the 
active cooperation of the states—not all of 
them governed by the Janata party-—for 
achieving the objectives set down in the 
draft Plan. 

The bank deposits, life insurance savings 
and provident fund contributions form 
the backbone of household financial sav¬ 
ings. The budget proposals for 1978-79 
have already provided for increased sav¬ 
ings through life insurance premia by 
raising the tax-free limit from Rs 4,000 to 
Rs 5,000. If the provident fund contribu¬ 
tions arciaised from 6^ per cent to 8i per 
cent, the target which the Planning Com¬ 
mission hns set under this head can be 
easily achieved. The buoyancy in bank 
deposits witnessed in the recent past points 
to the possibility of the continued support 
from this component of household sav- 
ings, though the recent scaling down in 
interest rates is likely to divert a part of 
the anticipated savings into other channels. 
The spurt in time deposits of banks was a 
direct result of the prevailing high inte¬ 
rest rates. The fears expressed by bankers 
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that the high rate of growth in time de¬ 
posits witoessed in recent years may not 
be maintained in the coming years, are not 
entirely unfounded. 

Even though the Economic Survey for 
1977-78 had candidly expressed its dismay 
with regard to the capacity of the public 
sector enterprises throwing up sufficient 
surpluses for investment, the draft Plan 
has more than doubled the likely savings 
from this source. Whereas the revised 
fifth Plan document expected savings of 
the order of Rs 6,492 crores from public 
enterprises, the Planning Commission 
hopes to obtain Rs 14,296 crores from 
this source in the next five years. The 
argument advanced is that the return from 
• many of these enterprises has been rising 
in recent years. The Planning Commis¬ 
sion is right when it states that these 
enterprises can improve their performance 
by working efficiently and by adjusting 
their prices in keeping with their costs. 
The railways, posts and telegraphs, state 
electricity boards, road transport corpora¬ 
tions and others can yield additional 
resources if their services are so priced as 
to cut out all losses and instead provide 
adequate return on capital investment. 

rationalising tax structura 

The high-level committee of experts 
which has been set up to make recommen¬ 
dations for rationalising the tariff struc¬ 
ture and improving the working of the 
electricity boards may take some time to 
produce its report but who is there to 
ensure that the boards will comply with 
its suggestions ? Another committee is 
looking into the freights and fares of the 
railways. The Planning Commission’s 
suggestion that public enterprises should 
earn at least 10 per cent (net of taxes) on 
capital employed is basically sound, but 
unfortunately no machinery exists for en¬ 
suring compliance with this recommenda¬ 
tion. 

The exercise in regard to “balances from 
current revenues for the centre and the 
states” under public savings follows the 
usual pattern of estimated receipts and ex¬ 
penditure but will need to be revised con¬ 
sequent upon the recommendations of the 
seventh Finance Commission. The Planning 
Commission is of the view that the overall 
resources position would not alter if the 


“non-Plan expenditures are not allowed 
to increase beyond the levels provided 
for/" The point which needs to be noted 
is ^t the Planning Commission has pro¬ 
vided, in its estimates, for subsidies on 
fertilisers, food, and exports on the basis 
of the existing policies and it has estimat¬ 
ed total expenditure on this count as 
equivalent to Rs 6,765 crores in the five- 
year period. It has rightly pleaded for a 
drastic reduction in these subsidies keep¬ 
ing in view the broad principle that “sub¬ 
sidies should be admissible selectively to 
support low-income consumption and 
small-unit labour-intensive production”. It 
has also recommended that those subsidies 
which do not serve these purposes, should 
be phased out. The question is whether 
requisite political will or courage is to be 
found in the government. 

To the same category belongs the sug¬ 
gestion of the Planning Commission (hai 
the state governments should revise 
irrigation rates to reduce their losses on 
this count. The total loss under this 
head is estimated to be around Rs 300 
crores a year. The cheap irrigation faci¬ 
lities tend to subsidise the prosperous 
among the farmers i.e. those farmers who 
can afford to pay an economic price for 
this input. The National Development 
Council had passed a resolution two 
years ago urging the states to raise the 
irrigation rates so that the irrigation 


Provincial budgets arc extremely uninteresting 
documents. Even normally, there is little 
departure in any of the budgets from the settled 
practices of accounting, which may fairly be 
described as Micawber-like. Consider the basic 
facts The nine provinces of the Indian 
Dominion have a current revenue, on 1948-49 
figures, of a little less than ks 248 crores. 
Somewhat more than Rs 80 crores of this sum is 
contributed by the Centre by way of grants and 
payments on account of income-tax and jute 
export duties—with the result that current 
provincial revenue raised in the provinces 
themselves, is less than Rs 168 crores per annum. 
For raising additional revenue, all the provinces 
without exception look to further assistance from 


systems were no longer a burden on 
the state budgets. The action taken in 
this regard has been far from adequate, 
again ^fue to the absence of courage on 
the part of the state governments. While 
the states have so far failed to raise even 
the irrigation rates, the Planning Commis¬ 
sion has suggested the imposition of bet¬ 
terment levies in order to recover the cost 
of irrigation projects. In the context of 
the current political situation in the coun¬ 
try, it is safe to conjecture that not much 
follow-up action on this proposal is likely 
to be taken. The Planning Commission 
has itself noted that even in those states 
where the betterment levies were imposed, 
their collection is in heavy arrears—a 
symptom of the politicians’ unwillingness 
for taxing the farmer, for whatever rea¬ 
sons. The conclusion is irresistible that 
the state governments do not have the 
heart to tax even the prosperous farmers 
through increases in land revenue or agri¬ 
cultural income-tax—a suggestion which 
the R<ij Committee had made a few years 
ago. 

Projecting a historical growth rate for 
the private corporate sector on the basis 
of the stipulated expansion in the eco¬ 
nomy, the Planning Commission has esti¬ 
mated savings of the order of Rs 9074 
crore.s in the five-year period under refe¬ 
rence. Nearly one-third of this amount 
is expected to accrue from retained profits 


the Centre. Individual claims have been pitched 
so extravagantly and in such uncoordinated 
fashion that they cancel out. There is distressing 
evidence in all the budgets of the lack of an all- 
India policy. The provinces have budgeted for 
more customs (jute export) revenue, than they 
are likely to get on the Central budget figures : 
the figures of the divisible pool of all the pro¬ 
vincial budgets together fail to tally. These arc 
minor discrepancies. On the really major question, 
namely, what extra relief the provinces are going 
to get in the new Constitution and on what 
terms, both the provinces and the Centre are as 
vague as ever. The Ooveroment of India 

(Distribution of Revenues) Order. 1948, does not 
look beyond the 1st of April 1949. 
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vt$>ile the balance is computed to emerge 
through depreciation provisions. It clearly 
points to a steady expansion in the acti¬ 
vities of the private sector through funds 
generated within this sector, though it is 
a well-known fact that planning in this 
country has so far accorded a place of 
pride to the public sector. Even in the 
draft Plan, the investment pattern has 
been in favour of the public sector. Out 
of a total investment of Rs 105,990 crores, 
the share of the public sector has been 
fixed at Rs 59,130 crores while the balance 
at Rs 46,860 crores is earmarked for the 
private sector. In percentage terms, the 
allocation in favour of the public sector 
was 55 in the final fifth Plan period which 
has now been raised to 56 in the draft Plan 
for the next five years. 

The role of foreign aid for financing 
economic development in this country has 
been of a catalytic nature. Its size has 
been always relatively small—around five 
per cent of the total investment. The 
draft Plan for the next five years has fur¬ 
ther downgraded the share of foreign as¬ 
sistance. The estimated net aid is around 
Rs 3,586 crores—less than four per cent 
of the total investment. In view of the 
rising foreign exchange reserves of this 


country, the Planning Commission has 
proposed withdrawals of the order of 
Rs 1,180 crores from this source. It has 
also recommended a relaxed import policy 
and * Judicious” use of foreign exchange 
reserves. While the objective of increased 
self-reliance remains untampered, the 
Planning Commission has recommended 
a ban on the import of the non-essential 
items only. 

The task of mobilising resources is seen 
by the Planning Commission as one de¬ 
signed to ^^actualise potential public sav¬ 
ing into resources'*. In plain words, it 
boils down to raising the resources indi¬ 
cated above either through voluntary 
savings or through involuntary savings 
(another name for increased taxation). But 
the fact which needs to be stressed is that 
economic development in this country has 
never taken a straightline upward trend. 
There are frequent ups and downs which 
are very often unpredictable. The recur¬ 
rence of bad spells in the economy is 
unavoidable, which is all the more the 
reason why the new capabilities which 
have been acquired in different sectors of 
the economy should be pressed into service 
to minimise the impact of adverse deve¬ 
lopments. 


Agriculture in the plan 


Thr FOUR facets of agricultural planning 
projected in the draft five-year Plan (1978- 
83) are the building up of additional food 
resources for the increased population in 
1983, the improvement in the quality of 
nutrition available to the Indian people, 
the generation of additional employment 
for the unemployed and senii-cmployed 
rural poor and the improved availability 
of agricultural raw materials for agro- 
based industries. 

It has been estimated that the produc- 
tion of foodgrains at around 124 million 
tonnes in 1977-78, would be raised to 
between 140 million tonnes and 144 
milllion tonnes by 1982-83. The inputs 
assumed in the plan suggest that this is 
a realistic figure which would provide 
some surpluses during the years of “bet¬ 
ter than average weather conditions'" for 
buffer stocks. 

Perhaps the most significant input pro¬ 


posed is the additional irrigation potential 
of nearly 17 million hectares of land by 
1982-83. With this, the gross irrigated 
area is expected of grow from 48.41 
million hectares in 1977-78 to 63.41 mil¬ 
lion hectares in 1982-83. In fact it has 
been indicated that by 1987-88 it may be 
possible to reach 85 million hectares of 
irrigated area. This will raise the level of 
irrigated cultivation to 45 per cent from 
the expected 36 per cent in 1982-83 and 
28 per cent at present. 

An additional irrigation potential of nine 
million hectares is likely to materialise 
through minor irrigation programme, and 
the remaining eight million hectares 
through major and medium irrigation 
schemes. The plan proposes to avoid taking 
up too many major and medium projects 
and spreading small amounts thinly over 
their implementation every year. On the 
other hand, only those major and medium 
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irrigation schemes will be taken up for 
which suitable financial requirements can 
be met over a reasonably short time and 
certain priorities can be observed. It has 
also been realised that inter-state river 
water disputes should not be allowed to 
come in the way of quick irrigation deve¬ 
lopment. 

The demand for fertilisers, another im¬ 
portant input, has been estimated at 7.8 
million tonnes by 1982-83. It implies an 
increase of 3.6 million tonnes over the 
level in 1977-78. The importance of 
organic manures has been stressed as 
these give a base for bacterial action and 
help in the recycling of phosphate and 
potash. The major thrust, therefore, 
would be to extend the rural programmes 
encouraging the use of organic wastes as 
fertilisers. 

innprovemenf in nutrition 

The improvement in the level of nutri- 
tion has been proposed to be achieved 
through the increased output of milk, 
eggs and fish. The annual production of 
milk is to be raised to 35.5 million tonnes 
by 1982 83, as against the present esti¬ 
mated output of 27.5 million tonnes. 
A special programme of animal husbandry 
has been proposed on the lines recom¬ 
mended by the National Commission on 
Agriculture, which has suggested that the 
weaker sections of rural society could be 
expected to benefit by taking up this 
profession. Incorporated area develop¬ 
ment projects based on the system of pro¬ 
ducer cooperatives is likely to yield the 
required improvement in the methods of 
feeding, breeding and management of 
livestock. It is al.^o proposed to organise 
the marketing of the produce through co¬ 
operatives on the lines adopted by dairy 
cooperatives in Gujarat. 

In the field of poultry farming, the 
country has already recorded a 300 per 
cent increase in output from 2,500 mil¬ 
lion eggs in 1961 to nearly 10,000 mil¬ 
lion egg.s in 1977. The present plan pro- 
.poscs to raise the level to 16,000, million 
by 1982-83, showing an annual rise of 
10 per cent. Strains of high yielding 
poultry capable of producing 260 eggs 
a year have been evolved* Similarly, 
broiler strains capable of a live weight of 
1,200 grams in eight weeks have also been 
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bred for commercial exploitation. The 
industry has more or less become self- 
sufficient in respect of modern poultry 
equipment which has found export 
markets too. 

Special attention is being paid to fishe¬ 
ries, which can improve the availability 
of high quality protein subsidiary foods 
at reasonable prices. It is proposed to 
organise inland fisheries based on family 
operations and low investment technology, 
in order to exploit the development poten¬ 
tial of this occupation. Marine fishing 
operations by small fishermen in their 
country boats are to be encouraged. 
These programmes, incorporated with the 
modern operations by big entrepreneurs 
and business houses employing deep sea 
fishing vessels, are to be encouraged 
systematically. The target for subsidiary 
fish production in 1982 83 has been 
placed at 3.4 million tonnes as against 
2.5 million tonnes at present. 

pattarn of investment 

The pattern of investment in the field 
of agriculture has been planned in such a 
manner that it automatically involves 
unemployed and scmi-cmpIoyed rural 
people who live below the poverty Imc. 
The programme for animal husbandry has 
been specially directed to small peasants 
and landless labour, who are among the 
most disadvantaged part of the popula¬ 
tion. The development of animal hus- 
bandry and the involvement of low in¬ 
come groups in villages should, therefore, 
be taken up earnestly by those who have 
to execute this programme. The social 
forestry programme, which will be suit¬ 
ably oriented to give a fodder base to 
such labour families for animal hus¬ 
bandry, should also be seen as an essen¬ 
tial part of this programme. The fisheries 
programme will involve backward sec¬ 
tions of the population such as fishermen. 
Other programmes such as tassar, inuga 
and lac rearing by the poorer sections of 
society will also help to generate employ¬ 
ment and earnings for the rural poor. It 
is also proposed that the tertiary sector of 
marketing, processing and allied activities 
will absorb increasing number of the poor. 
The present government, however, will 
have to make ^ special effort to see that 
the programmes proposed in the plan 


get the required funds regularly and also 
the benefit goes to the people for whom 
these have been proposed. Only then 
these projects will have made a beginning 
in the direction of a realistic employment 
generation and poverty elimination stra¬ 
tegy. 

In the context of agricultural raw 
materials for agro-industries, the Plan 
proposes to give special attention to cash 
crops such as sugarcane, oilseeds, cotton 
and jute. Sugarcane output is to be raised 
from the present 157 million tonnes to 
nearly 188 million tonnes by 1982-83. 
Similarly the jute and mesta output. 


which is around 6.8 million bales of 180 
kg each is to be increased to a level of 8.6 
million bales by 1982-83. Cotton output 
of nearly 6.6 million bales of 170 kg 
each is to be raised to a level of 8 million 
to 9 million bales by 1982-83. The pro¬ 
duction of oilseeds is proposed to be 
raised from the present level of under 10 
million tonnes to 12 5 million tonnes by 
1982-83. These targets appear reasonable 
and are likely to be achieved particularly 
in view of the fact that additional irriga¬ 
tion potential is likely to benefit all these 
crops more than wheat and other food- 
grains crops. 


Large industries : 

supplemental role 


Thb next Plan having been drafted in line 
with the philosophy of the Janata govern¬ 
ment to provide a good deal more impetus 
than hitherto to the development of agri¬ 
culture, power and infrastructure, it was 
but natural that the development of indus¬ 
tries during the next five years should 
have been relegated to a comparatively 
secondary place. Even in the industrial 
sector, the stress has been placed on 
accelerating the growth of cottage, rural 
and small-scale industries. This fits into 
the framework of the Janata party’s 
strategy for eradicating unemployment in 
the next 10 years. The large-scale sector is 
envisaged to play, by and large, a supple¬ 
mental role to the overall new priorities 
of growth. Seen against this backdrop, 
the approximately 40.6 per cent increa.se 
in the public sector outlay duting the five 
years to 1982-83 on the development of 
industries and minerals, excluding energy, 
over the fifth Plan (1974-79) allocation 
for this sector is not surprising in the 
least. The position does not get altered 
much even if note is taken of the likely 
private investment in this field as well as 
the addition of the outlay on power 
which can be attributable to the require¬ 
ments of industrial and mineral produc¬ 
tion. 

Much more significant than the propos¬ 
ed allocations for industrial development, 


however, is the basic strategy envisaged to 
be followed in this sphere. Three points 
deserve pertinent notice in this regard. 
The first is that an overwhelming emphasis 
has been placed on the fullest utilisation 
of the existing capacities in consumer, 
intermediate and capital goods industries 
and further growth of capacity in these 
lines of manufacture is to be encouraged 
after allowing for a planned gap between 
the requirements and indigenous avail¬ 
ability which is to be filled up by imports. 
Second, the future growth is primarily 
to be in the decentralised sector. So far 
as the large-scale industrial units arc con¬ 
cerned, both ill the public and the private 
sectors, expansion is to be limited, except 
in areas where it is warranted to support 
the growth of the cottage, rural and small 
industries, agriculture, rural development 
in general, power and defence. The latter 
too is proposed to be attained to a large 
extent through rehabilitation and replace¬ 
ment of old equipment; new units are to 
be set up if the economies of scale are 
assessed as substantial. Third, concert, 
cd efforts are to be made to reduce pro¬ 
duction costs through a combination of 
measures-—fiscal, monetary and through 
injection of a limited degree of competi¬ 
tion from imports. 

On the face of it, the above strategy 
can be commended in view of the dire 
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mbed to opdo lip large avenues of employ'* 
ment in the countryside. It will also yield 
tbe wholesome result of more efficient 
utilisation of the existing production capa* 
cities. The elimination of power sbortagds 
as well as transport bottlenecks should go 
some way in improving industrial pro¬ 
duction in general. But the tight planning 
done in the case of large-scale units, par¬ 
ticularly in tbe basic and heavy industries 
sector, ought to have been avoided in the 
long-term interests of the economy. Ths 
setting up of projects in this sector, 
indeed, is a time-consuming process and 
near-wholesale deferring of such new pro¬ 
jects can create many a complication in 
the mid-eighties. A pertinent case is that 
of steel. Although the steel ministry 
circles are confident of meeting the situa¬ 
tion through the planned programmes, 
allowing for about eight per cent increase 
in demand per annum, yet fears continue to 
be expressed in several circles whether the 
decision to start work on a new integrated 
steelworks only towards the close of the 
next five-year Plan period is judicious. 
This is despite the fact that some provi¬ 
sion has been made in the next Plan for 
a couple of shore-based pig iron units. 

encouraging feature 

It is, of course, encouraging to note 
that in the interest of containing invest¬ 
ments and avoiding stagnation of the 
existing large-scale industrial units, their 
expansion in many fields is not being 
frowned upon, unless this conflicts with 
the basic strategy of fostering production 
in the cottage, rural and small-scale 
sector. Equally wholesome is the proposal 
to render timely help in the form of modi¬ 
fication of governmental policies and 
injection of finance and management to 
minimise the incidence of sickness in 
industry. 

The development of cottage, rural and 
small-scale industries is to fostered 
through reservation of certain types of 
production only for them, provi:!ion of 
financial and other assistance to the ex¬ 
tent possible, arranging of adequate sup¬ 
plies of the required inputs as well as the 
marketing of their products, setting up of 
district industries centres in each district 
to cater under one roof for all the re¬ 
quirements of small entrepreneurs, streng¬ 
thening of the training programmes for 


improving their skills and capabilities, 
grant of fiscal concessions, etc. Special 
emphasis is to be placed on the develop¬ 
ment of such traditional rural industries 
and crafts as khadi and handlooms, 
sericulture, carpet-making and other 
handicrafts, leather and leather products 
and coir goods. The outlay for this deve¬ 
lopment programme in the public sector 
Plan is to be raised from Rs 387.8 crores 
during the four years to 1977-78 to as 
much as Rs 1,410 crores in the next five 
years. This compares with a step-up of 
about Rs 2,088 crores to Rs 8,940 crores in 
the outlay on large and m:dium*scale in¬ 
dustries in the public sector over the fifth 
Plan's provision. Most of the outlay on 
the large and medium-scale industries in 
the public sector-as much as Rs 5,600 
crores out of the total Rs 8,940 crores - 
is to be for completing the ongoing 
schemes in the steel, fertilizers, non- 
ferrous metals, heavy engineering, petro¬ 
chemicals, paper, cement, electronics, 
drugs and pharmaceuticals and iron ore 
industries. Investment in new projjcls 
is envisaged only to the tune of Rs 3,340 
crores, primarily in the above sectors, 
barring electronics and iron ore. 

The ambitious programme drawn up 
for the decentralised industrial sector, 
indeed,should provide fillip for its growth. 
But it is a moot point whether the 
expectations entertained will be fulfilled. 
A close vigil will have to be exerci.scd 
over the supply of consumer products 
from this sector and the growth in 
demand, following the increase in pur- 


Dr Askok Mitra, the Finance minister of 
West Bengal, indicated in bis budget 
speech that the state government pro¬ 
posed to introduce some ^‘drastic changes" 
in the concept of the joint sector. He 
said that these were necessary because 
“the joint sector has been a mere camou¬ 
flage for some private parties to expand 
their operations with the help of public 
funds: the resources have been provided by 
the government while the management 
and control have been retained by the pri¬ 
vate sector". The industrial policy state¬ 
ment, adopted by the government of West 
Bengal in January this year, had also 


chasing power with the public as a result 
of increased employment, so that correc¬ 
tive measures at the supply end can be 
taken expeditiously, kst the proposed 
strategy fuels inflationary tendencies. It 
may not always be possible to arrange 
imports to fill the gaps bet veen the re¬ 
quirements and supplies from domestic 
sources of a large number of products, 
as envisaged. Apart from financial con¬ 
straints, there may be other bottlenecks 
to be encountered. The annual rc^fiews 
under the rolling Plan concept are intend¬ 
ed to act as a corrective lever to some 
extent. But it remains to be seen how far 
they will be effective, especially when up¬ 
ward revisions in targets would be required 
and the increased targets will have to be 
attained through setting up new projects. 

Und:r the new priorities of develop¬ 
ment, the production of items of elitist 
consumption can be expected to suffer 
some setback. Generally, there should 
not be any great concern about it. But its 
implications on'smuggling activities can¬ 
not be completely ignored. In the interest 
of price stability, while the emphasis 
being placed on reducing production costs 
is welcome, care has to be taken that the 
marketing arrangements envisaged to be 
made for the benefit of the small-scale, 
cottage and rural industries do not in¬ 
volve unduly high overheads as has been 
the recent experience in 'several areas. 
The stress on improving the technology of 
the decentralised sector is not misplaced 
for containing the production costs in this 
sector. 


criticised the working of the joint sector 
and had stressed the need to modify it. 
But the government should proceed 
cautiously in implementing this proposal. 
Some joint sector schemes have com¬ 
menced production while others are ex¬ 
pected to do so in the near future. New 
projects of this kind are also contemplat¬ 
ed in Haldia where the petro-chemical 
complex is expected to give scope for 
several industries. Therefore, while the 
government may take the necessary 
steps to make the joint sector an effective 
instrument for industrial growth, it should 
refrain from measures which may deter 


Joint sector in West Bengal 
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the private sector partners from going 
ahead with the existing projects and dis¬ 
courage others from entering this field. 

The West Bengal Industrial Develop¬ 
ment Corporation has sponsored a dozen 
projects in the joint sector for the manu¬ 
facture of tyres and tubes, cement, 
scooters, tungsten filament, alloy steel, 
newsprint, television sets, watches, maleic 
anhydride, cotton yarn, and some elec¬ 
tronic goods. Many of these schemes 
involve huge capital cost. The estimate 
for the tyre and tube projects is Rs 30 
crores, cement Rs 20 crores, alloy steel 
Rs 45 crores and newsprint Rs 70 crores. 
The joint sector concept was introduced 
precisely because of the need for large 
resources which neither the government 
nor the entrepreneur was able or 
willing to invest, ft is not correct 
to say, as Dr Ashok Mitra has done, 
that the resources for these projects 
have been provided only by the govern¬ 
ment. The private sector has also con¬ 
tributed its share of capital. Nor is it 
right to suggest tJiat the private sector 
has retained the management and control. 
The terms and conditions on which the 
joint sector projects have been formed 
have not been disclosed to the public. 
However, if the government has not exer¬ 
cised effective control over their working, 
it has been due to inertia or indifference. 

bureaucratic hurdles 

It is worth noting that in the case of 
joint sector schemes, the private sector 
partner withdrew when it became clear 
that the prospects were not encouraging 
due to adverse r.'.arket conditions or 
bureauciatic procedures in implementing 
them. For example, the tenth annual 
report of the West Bengal Industrial 
Development Corporation for 1976-77 
says about the alloy steel project as 
follows; *The technical collaboration 
agreement with M/s Edelstahlwerke 
Buderus A.G. which was submitted to the 
government of India in November, 1975 
was approved by the government only 
recently in August, 1977. Because of the 
delay, the foreign technical collaborators 
did not show any interest in extending the 
validity of the agreement which expired 
on March 1, 1977. Moreover, due to 
uncertainly over the question of approval 
by the government of India and the un¬ 


williAgness of the technical collabora¬ 
tors to extend the validity of the agree¬ 
ment, the private sector partner M/s 
Texmaco Ltd., has also withdrawn from 
the project. The position has been inti- 
mated to the government of India’*. 

About the spinning mills proposed in 
the joint sector, the report says; ‘‘Licens- 
es for five spinning mills with a capacity 
of 25,000 spindles each were obtained in 
March 1974. It was difficult to implement 
licences for spinning mills due to the 
unsatisfactory situation prevailing in the 
textile industry in the country, high raw 
material costs and increase in railway 
freight for indigenous raw cotton trans¬ 
ported from the western region of the 
country. In view of this, it has be:n 
decided to transfer one of the licences to 
a new company in the private sector 
which has been set up to manufacture 
polyester blended yarn and industrial 
cotton. No further extension of the re¬ 
maining four licences has been sought''. 

newsprint project 

As regards the newsprint project which 
has been estimated to cost Rs 80 
crores, practically no progress has been 
made. This was to be set up with 
the assistance of the Hindustan Paper 
Corporation, a government of India 
undertaking, but the state government has 
not yet completed its studies about the 
availability and cost of raw materials, 
transport, and other facilities required for 
this project. 

In this background, the government 
of West Bengal should examine carefully 
on what lines the joint sector concept is 
to be modified in keeping with its objec¬ 
tives. The government has made it 
clear that it does not like the laige houses 
and the multinational corporations to 
continue to dominate the economy. In 
fact, Dr Ashok Mitra has said that 'Hhey 
cannot be relied upon to carry out the 
essential tasks of modernisation and ex¬ 
pansion" and that ‘‘the interests of the 
toiling masses in West Bengal are unlikely 
to be served by them in future'*. The 
Finance minister has also hinted that 
stringent conditions are going to be im¬ 
posed on these companies for reinvest¬ 
ing their profits in West Bengal itself. In 
these circumstances, how many of them ^ 


will show enthusiasm to work as partners 
with the government in the joint sector? 

The performance of the public sector 
units m West Bengal has been unsatis¬ 
factory in many respects. Most of them 
continue to incur huge losses and are 
saddled with substantial surplus labour. 
Dr Mitra has called for rationalisation 
in the operations of these enterprises. 
He has said that it is proposed to insti¬ 
tute “major changes, however unpala¬ 
table these changes might prove to 
interested quarters’*. But it is not going 
to be an easy task for the government to 
introduce the necessary reforms because 
of financial constraints, administrative 
difTiculties, and iibove all the problem 
of getting labour’s cooperation. In the 
last nine months since the present 
ministry came into office, it has not been 
able to improve the discipline \n the 
power plants of the state electricity 
board which continue to operate in a 
chaotic manner mainly b:cause of fierce 
inter-union rivalry. 

The slate government has expressed its 
preference for the medium and small- 
scale industries which are labour inten¬ 
sive. These have great potential for 
growth. But at the same time it will be 
unwise to discourage the large firms and 
multinationals merely on ideological con¬ 
siderations. The government has an¬ 
nounced its intention to hold a seminar 
on the problems of industrial develop¬ 
ment some time in April in cooperation 
with business organisations. The 
seminar should carefully consider the 
implications of the state government’s 
industrial policy and suggest on what 
lines it needs modification to accelerate 
industial development and diversification. 

r — 

Announcement 

M/s. Saurabh Pustak Bhandar, 
Ahmedabad, have been appointed 
as one of our Subscription 
Agents. 

Necessary enquiries may please 
be made to:> 

Saurabh Pustak Bhandar 

615, Relief Road, First Floor, 

Near Callcodome, 
AHMEDABAD-380 001 
Phone No. 31230 
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CAPITAL'S 

CORRIDORS 

R. C. Ummat 

Coking coal imports • Steel production target • 
Boosting exports • Orissa bauxite exploitation • 
Sub-marine pipeline 


With the Planniog Commission having 
proposed in the next Plan's documents a 
planned gap between the demand for and 
supply of some items to be met by 
imports through the use of the accumulat¬ 
ed foreign exchange reserves and also 
having underlined the need for conserving 
scarce non-renewable resources, the plea 
of the ministry of Steel and Mines for 
the import of some limited quantities 
of coking coal is likely to be accepted by 
the cabinet in the near future. This will 
be despite the argument of the coal 
industry circles that coking coal im¬ 
ports would virtually amount to sub¬ 
sidising exports of steel. This controversy 
was referred to in this column last 
month. 

earlier estimates 

The imports of coking coal are ex¬ 
pected to be built up to the extent of one 
million tonnes per annum by 1982-83 
and three million tonnes per year by the 
close of 1987-88. This order of imports, 
it is felt, will help in lengthening the life 
of our known high quality coal reserves to 
about 66 years at the projected 1987-88 
production level of 45 million tonnes of 
coking and blendable coal. On the basis 
of meeting the full requirements of coking 
coal from indigenous sources, it was 
earlier estimated that our high quality 
coal reserves would last not more than 
about 40 years. 

Efforts, of course, are being augmented 
to discover more indigenous reserves of 
high quality coal and also to make the 
extraction of this coal as efficient as 


• Repeal of MISA 

possible through the restructuring of the 
coking coal mines. 

* * 

The next year’s target for the manu¬ 
facture of ingot steel by the six integrated 
steelworks in the country, namely 
Rourkela, Bhilai, Durgapur, Jamshedpur, 
Bumpur and Bokaro, has been set at 
9.965 million tonnes. This is higher by 
1.5 million tonnes or 17.8 per cent com¬ 
pared to the likely Output during the 
current hoancial year. AH the plants, 
except the one at Jamshedpur, will con¬ 
tribute to additional output. The bulk of 
the increased production, however, will 
come from the Bokaro project. 

Following are the 1978-79 output 
targets set for the individual plants as 
compared to the estimated production 
during 1977-78: 


(’000 tonnes) 


Plant 

1977-78 

Estimated 

production 

1978-79 
Target of 
production 

Bhilai 

2,378 

2,400 

Durgapur 

1,087 

1,250 

Rourkela 

1,415 

1,550 

Bokaro 

966 

2,050 

TISCO 

1,969 

1,950 

IlSCO 

647 

765 

Total 

8,462 

2,965 


The output at Bokaro is expected to 
show a marked increase as a result of its 
first stage of 1.7 million tonnes ingots 
capacity having been completed recently 
and the commissioning in February of 


blast furnace No. 3. In the caw of the 
other plants, additional production, it is 
expected, will be available as a result of 
improved utilisation of installed capa¬ 
cities. 

In the case of Jamshedpur works, the 
next year’s target, it may be noted, has 
been set marginally lower than the estimat¬ 
ed production this year. This has been 
done presumably in view of the excep¬ 
tionally good performance of this unit 
this year, which may not be fully main¬ 
tain^ next year. 

Apart from Bokaro, the Durgapur pro¬ 
ject is anticipated to show a marked 
improvement in its production. 

* * 

The railways may again start providing 
some freight concessions for the movement 
of export cargoes. Such concessions were 
available in a significant measure till 
about three years ago, but had to be 
curtailed and in many cases completely 
withdrawn in view of .the heavy deficits 
which the railways incurred for several 
years upto last year. 

The reconsideration of freight conces¬ 
sions for exports is proposed to be done 
in view of the need for stepping up some 
exports which are being priced out in the 
world market and owing to the sizeable 
surplus that is currently accruing in the 
railway budget. It, however, remains to 
be seen whether the concessions to be 
provided will cover a larger number of 
items having export potential and wiU be 
substantial. There are contending claims 
for the development of railways, parti¬ 
cularly for the laying of new lines in the 
backward areas so that their economic 
development can be fostered. 

The above is one of the proposals to 
bolster the export earnings of the country, 
the rate of growth of which has tended to 
decelerate this year for various reasons, 
the prominent among them being the 
growing trend towards protectionism in 
the developed countries, the continuing 
recessionary tendencies in the world 
market and the deliberate policy of the 
government of India to regulate or even 
stop exports of essential mass consumption 
items. 

The growth in exports this year, it is 
estimated, may be just around nine per 
cent, as against approximately 25 per bent 
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PRATlBHA-KEC-785 B 




rii^LcsrAi^ 

D.€.MA€iilNES 
IN EUSILT liUMHINS 
TEXTILE EECCESS tiCLSES 


At Calico Ahmedabad, Ambica Ah- 
medabad, Swastik Bombay, Mafatia! 
Bombay, D.C.M. Delhi, Kirloskar D.C. 
Motors run the machines in all process 
houses. Leading textile machinery 
manufacturers like T. Maneklal, Calico 
Industrial Engineers and others specify 
Kirloskar O.C. Motors for their equip¬ 
ment. 


SPECIAL PERFORMANCES 
DEMANDED 

Flange mounted, coupled directly to 
gear box and totally enclosed motor to 
meet acidic atmosphere. Suitable for 
group operation of 12-13 machines. 

RATINGS 0.7S to 22 K.W. 

EACH D.C. MOTOR IS CUSTOM 
BUILT TO DOITS OWN SPECIAL JOB 
BEST. 


KIRLOSKAR ELECTRIC COMPANY LIMITED 

\ M\f\ H.O. ft Unit I: P.B. No. SS5S, Malleswaram West, Bangolore - S60 OSS 
UnH II: Gokul Road, Hubli • S80021, 

Unit III: Peonya Industnal Area, Phase III Bangalore - S60 0S7 
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ta&t year. The exports during the nine 
months to December 31, 1977, aggregated 
to Rs 3,952.44 crores, as against 
Rs 3,637.12 crores during the correspond¬ 
ing period of the previous year, register* 
Inga rise ofg.7 percent. The export 
trends since December are said to have 
been quite encouraging. 

Apart from the freight concession being 
contemplated to step up exports, another 
important step being envisaged is the pro- 
vision of special incentives to encourage 
exports of the products of the small-scale 
industrial sector. The minimum export 
performance limits for the grant of export 
house certificates have been set lower in 
the case of small-scale manufacturers and 
consortia of small-scale units. This is 
being done not only to help export earn¬ 
ings but also with a view to increasing 
employment opportunities in the country¬ 
side, correcting regional imbalances in 
growth and promoting a diversified econo¬ 
mic structure. Export houses which export 
products manufactured by the small-scale 
sector arc to be given greater weightage 
for their exports of these products as 
compared to those of other products. The 
value of exports made by an export house 
in respect of industries in the small-scale 
sector is to be taken as double the actual 
value for the purpose of counting the 
exports for the grant of export house 
certificate, issue of initial and supple¬ 
mentary licences to export houses, for the 
discharge of export obligation imposed on 
them and for determining the ceiling for 
acquisition of REP licences by export 
houses. 

The merchant exporters who have no 
factories of their own but who export 
products made by the small and cottage 
industries are also being allowed to 
import any raw materials and components 
required for the manufacture of the 
product exported. It is open to them to 
use the imported materials for further 
export production on their own account 
or to dispose of the same to actual users 
from whom they procure manufactured 
goods for export. 

« • 

The formal agreement between Bharat 
Aluminium Company—a government of 
India undertaking—and M/s Aluminium 
Pechiney of France for the preparation of 
a feasibility report for an export- 


orienlpd alumina plant to manufacture 
600,000/800,000 tonnesf of alumina per 
annum and for setting up an aluminium 
smelter with an annual capacity of 
130,000/180,000 tonnes of primary metal, 
based on the bauxite deposits in the 
Poltangi/Panchpatmaii area in the state 
of Orissa, is expected to be signed in the 
near future. The report is to be made 
available by the French firm in about 12 
months from the date of the agreement 
coming into force. 

The French company will be paid for 
this task approximately Rs 1.98 crores 
(foreign exchange component Rs 1.92 
crores), free of Indian income-tax. Work 
on the preparation of the study is stated 
to have already been taken on hand by 
the French undertaking, as a sequel to 
Bharat Aluminium Company having been 
granted a letter of intent for setting up 
the two units and an informal understand¬ 
ing having been reached on the subject 
between the two companies a few weeks 
ago. 

The work on the laying of two sub¬ 
marine trunk pipelines for transporting 
crud6 oil and gas from the Bombay High 
and North Bassein fields to on-shore at 
Uran as well as on the transfer lines from 
Uran to Trombay is expected to be com¬ 
pleted by the end of May. It was started 
in November last and is expected to cost 
nearly Rs 218 croics. The crude oil pipe¬ 
line has already been laid over a distance 
of nearly 180 kms and the gas pipeline 
over a distance of approximately 170 kms. 
The total length of each of the pipelines is 
to be 229 kms-^nearly 205 kms in the sea 
and 25 kms on-shore. The oil pipeline 
will have a diameter of 75 ems and the 
gas pipeline 65 cms. 

A part of the cost of the laying of sub¬ 
marine pipelines over a distance of 205 
kms each is being met out of the approxi¬ 
mately Rs 134 crores loan obtained from 
the World Bank. 

The laying of the two pipelines will 
mark the completion of the first stage of 
the Phase 1/1 programme of the Bombay 
High oilfield. The second phase of this 
programme involves construction of two 
well platforms, two processing platforms 
and a gas fractination plant. It is envisag¬ 
ed to be completed by the end of March, 


1980. The total outlay on the entiit phase 
III programme is expected to be around 
Rs 534 crores. 

With the completion of the phase 111 
programme, the annual production poten¬ 
tial of the two off-shore oilfields will go 
up to seven million tonnes per annum- 
six million tonnes from Bombay High and 
one million tonnes from North Bassein. 
The daily output of gas from these areas 
is anticipated to go up to around 1,200 
tonnes during the next financial year, 
2,100 tonnes in 1979-80 and 2,700 tonnes 
in 1980-81. 

The announcement made by the 
minister of Home Affairs in the Lok 
Sabha last week that the government had 
decided to withdraw the Code of Crimi¬ 
nal Procedure (Amendment) Bill, 1977, 
which was introduced in the House on 
December 23, 1977, and to bring forth 
before the House a simple bill just to 
repeal the Maintenance of Interna] 
Security Act of 1971speaks volumes of 
the responsiveness of the Janata govern¬ 
ment to the popular urges. The bill which 
is being withdrawn sought to repeal the 
obnoxious MfSA, but at the same time 
envisaged to introduce in the Code of 
Criminal Procedure a provision for pre¬ 
ventive detention. 

Although the proposed amendment to 
the Criminal Procedure Code contained 
adequate safeguards against misuse by 
the government, it had come under 
scathing attack not only from the opposi¬ 
tion benches but also from several 
members of the Janata party and its 
allies, particularly the CPI(M). 

As a result of the witndrawal of the 
Code of Criminal Procedure (Amendment) 
Bill, 1977, the country will be shedding 
for the first time during the past nearly 
35 years a legislation for preventive deten¬ 
tion, despite the fact that the law and 
order situation has tended to somewhat 
deteriorate in the recent months. This 
undoubtedly will cast a heavy responsi¬ 
bility, particularly on the stafe govern¬ 
ments, which will have to depend upon 
the normal laws for tackling the menace 
caused by anti-social elements. 

With the above decision of the govern¬ 
ment, civil liberties can be said to have 
been fully restored to Indian nationals. 
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How Bombay looks at Janata 

Ranga one year after election 


In spit* of gotting a hfghor poreontaga af vetas in raeanf Maharaahtra 
alactions, squabblas in tha Janata party, ehaaad by tha ghoata of 
margad unita, hava not boon haipfui in buHding a good imago of tha 
party. Tha author warna that if tha parformanca of tha govarnmant 
on tha prieo front and party cohaalon daaa not improva, tha 
goodwiil anjoyad by tha party is bound to diaappaar. 


Recent elections to Maharashtra state 
assembly have demonstrated that India’s 
financial capital, Bombay, still remains 
faithful to the Janata party. Not only did 
the party capture all the seats in Greater 
-Bombay, but also got a slightly higher 
percentage of votes than in March. 1977, 
general election. This pro-Janata sym¬ 
pathy cuts across economic and social 
barriers. 

There is, no doubt, disillusionment with 
Janata on a number of scores. To mention 
only a few, price rise has not been con-' 
trolled as promised. Retail prices, with 
which most people are concerned, still rule 
high for a number of day-to-day items, 
such as vegetables. Party leaders who 
visit Bombay to woo its politically active 
population speak at times at cross 
purposes, confusiug both followers and 
observers. Contrary views taken by Mr 
Morarji Desai and Mr George Fernandes 
on Maharashtra government employees’ 
strike are a classic instance of this. 
Squabbles in the party, still chased by the 
ghosts of merged units, have not built a 
good image with the public. Local leader¬ 
ship is weak. Above all, things are 
not moving, and nothing demonstrably 
good is happening. 

As against these things, pro-Janata 
sentiment is strengthened by the resto¬ 
ration of freedoms which Bombayites— 
a city of groups, organisations and 
meetings—cherish. The decision on resto¬ 
ration of bonus has certainly consolidated 
the Janata strength among white and blue 
collar workers. Though the price level 
has not come down all round, for selected 
items like wheal, rice and oil, there are 
no longer odious queues. The Bombayite, 
who queues even for a turn on the fune¬ 
ral pyre, is not afraid of queues, 


but appreciates their absence very 
much, because for him time is money. 
The shocking disclosures before the Shah 
Commission on top of known rigours 
of the emergency have not won popula¬ 
rity for Mrs Gandhi and her colleagues. 
This negative factor also helps Janata. 

In business and industrial circles, the 
picture is dilTerent. Among industrialists, 
there are some who mourn the disappear¬ 
ance of "discipline” of the emergency 
period which gave them peace of mind on 
the labour front. The latest central budget, 
with no cuts in taxation as was expected, 
increase in compulsory deposit and with- 
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drawal of earlier facilities like tax exemp¬ 
tion for capital gains deposits in banks, 
has spread a feeling of uneasiness even 
among industrialists disposed to be 
friendly with the Janata party. 

Lack of firmness in industrial policy has 
given to the centre an appearance of a 
government of drift and confusion. The 
Coca Cola episode and now the reported 
notice to Hindustan Lever and WIMCO 
to close down production in three years 
has given the impression to the industrial 
community that this government does 
not deal with general cases, but picks up 
on individual companies. 

It is known that Janata leaders collected 
funds in cash during recent elections. 
Industrialists who are sore over mass 


issue of notices under Section 293-A of 
the Companies Act to companies which 
gave advertisements to Congress party 
souvenir in 1977 general election have 
reason to feel distressed ut this. 

The trading community, however, 
appears to take a different view. It sup¬ 
ported Janata vigorously, .though discre¬ 
etly, during 1977 elections. It is happy 
at the trend of relaxation of controls and 
liberalisation of trade policies. The new 
policy on sale of government gold has 
further endeared Janata government to 
this section of the populace. "Janata is 
practical”. "Only real traders will survive 
and prosper now’’. "Scarcities which help¬ 
ed blackmarketeersand fly-by-night opera¬ 
tions are a Congress legacy of the past. 
That is fast disappearing.’’ These are 
but same reactions of traders towards 
the Janata. 

That peculiar Bombay species which 
tilts the balance of public opinion—the 
middle class spread across Bombay’s fast¬ 
growing suburbs in tiny flats—remains 
loyal to Janata. How long this goodwill 
will last is difiScult to say. If the perform¬ 
ance of the Janata government on the price 
front and party cohesion does not improve 
in days to come, the enormous goodwill 
is bound to disappear. At best, it can be 
said that the probation period for Janata 
has been extended by another year. 
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A bold strategy for market loans 


8«ofttarlus 


Til* eonditiom in monny market compared to last year, are extermely 
favourable. The author seee no reaeon why an amount 
laroer than Re IBS erores collected last year, under lest favourable 
circumstances, could not be raised this year. 


TUB STBATBOY adopted by the Finance 
ministry in respect of reissues of earlier 
loans in the last quarter of the current 
financial year and the maintenance of ex¬ 
ceptionally high cash balances with the 
Reserve Bank even at ,a time when dis¬ 
bursements are usually heavy, has given 
rise to the query in money market circles 
whether the deficit in the revised esti¬ 
mates for the 1977-78 financial year has 
not been exaggerated. On the analogy of 
1976-77. there should have been reissues 
of earlier central government loans, as 
already stated, for Rs 250-300 erores in 
February-March before the close of 
accounts for 1977-78. The conditions in 
the money market at this time last year 
were not quite propitious as banks were 
borrowing heavily from the Reserve Bank 
for meeting seasonal commitments. If an 
amount of Rs 185 erores could be col¬ 
lected through reissues under less favour¬ 
able circumstances, there is no reason 
why a larger amount could not be raised 
in an extremely favourable situation. 

large invasilblu funds 

The Life Insurance Corporation and 
provident funds have large investible 
funds while banks have even deployed 
the resources in treasury bills. The 
Finance ministry has been content merely 
with the carrying out of a funding opera¬ 
tion. In February this year, ad hoc securi¬ 
ties for Rs 100 erores were replaced by 
terminable loans having a similar value. 
The issues involved were 6 per cent loan 
1993, 6 per cent loan 1994, 6-J- per cent 
loan 1998 and 6^ per cent loan 2,005 for 
Rs 25 erores each. The net borrowing for 
Rs 1,183 erores in five tranches no doubt 
constituted an all time record and exceed¬ 
ed the budget estimate by Rs 183 erores. 
But the capacity of the gilt edged market 
has considerably expanded and the central 
and state governments and public bodies 
can safely proceed on the assumption 
that even Rs 2,750 erores can be raised, 
after repaying or funding maturing loans 
and bonds. 


The borrowing programme of the 
central government fbr 1978-79 aims at 
mobilising a gross amount of Rs 1,830 
erores. There are two maturing loans, 
4} per cent loan 1978 outstanding to the 
extent of Rs 132.86 erores falling due for 
redemption on July 1, 1978 and per 
cent loan 1978 outstanding for Rs 47.23 
erores and due for repayment on Novem¬ 
ber 22, 1978. The floatation of new loan 
will be normally thought of when the 
maturing loans have to be repaid. On this 
basis new loans for public subscription 
will have to be issued only on July 1. 
Even last year a different procedure had 
to be adopted as there were reissues of 
two loans for Rs 100 erores on May 25, 
1977. 

easy monay market 

The first regular floatation of loan came 
about in June as the money market had 
considerably eased even though there 
were no maturing loans. Before the end 
of the first quarter as much as Rs 541.14 
erores had been raised through reissues 
and new loans working out an average of 
over Rs 180 erores every month. In the 
second quarter there were reissues of 
two loans for Rs 100 erores. In the third 
quarter, a second regular issue of loans 
was made and a gross amount of 
Rs 495.64 erores was raised. In October 
and November two maturing loans for 
Rs 129.25 erores were redeemed or eon- 
verted. In December there were again 
reissues for Rs 175 erores in respect of 
three earlier loans. The total amount 
secured in the third quarter was thus 
670.64 erores. Allowing for the maturing 
loans, the net amount secured was 
Rs 541.39 erores or again a monthly aver¬ 
age of a little over Rs 180 erores. 

As stated earlier, there has been surpri¬ 
singly enough no reissues of earlier loans 
or floatation of new loans for public sub¬ 
scriptions in the last quarter 1977-78. The 
gross amount mobilised in nine months 
was thus Rs 1311.78 erores against the 
budget estimate of Rs 1129 erores. The 


net amount borrowed exceeded com¬ 
fortably the target of Rs 999.79 erores, 
at Rs 1182.53 erores. The whole effort 
was confined to nine months of 1977-78 
and the monthly average for gross 
borrowing worked out to Rs 146 erores. 
The average would have been much higher 
but for the smaller amount raised in the 
second quarter when state loans were also 
issued. 

It has now to be decided how the 
borrowing programme for 1978-79 should 
be suitably staggered and the target for 
gross borrowing substantially exceeded. 
An analysis of the data relating to sche¬ 
duled commercial banks for the period 
April 1, 1977 to March 3, 1978 shows 
that the liquidity of the banking system 
has improved considerably and that the 
lending institutions have even a problem 
of finding remunerative use for fresh 
deposits. These increased impressively in 
the period under reference by Rs 3777 
erores as compared to Rs 3001 erores in 
the corresponding period in 1976-77. The 
expansion of credit was for only Rs 1292 
erores, food credit increasing by only Rs 3 
erores. In the previous period total 
advances were higher by Rs 2117 erores, 
the share of food credit being much larger 
at Rs 703 erores. Even so, non-food 
credit rose by only Rs 1289 erores against 
Rs 1414 erores. 

decline in borrowing 

In the absense of a large demand for 
funds for various purposes, there had 
necessarily to be a decline in borrowings 
by Rs 704 erores as compared to an 
increase of Rs 185 erores. Even with an 
increase in cash balances by Rs 477 erores 
against Rs 792 erores, investments rose 
spectacularly by Rs 1303 erores as com¬ 
pared to Rs 612 erores. The additions to 
the portfolio of approved securities also 
were larger at Rs 366 erores against 
Rs 268 erores. On the basis of these 
developments, it can be safely expected 
that the growth in deposits in 1978-79 
will be Rs 4500 erores. The demand for 
funds for various purposes may not be 
more than Rs 1500 erores. Even assuming 
that this will be higher at Rs 1750 erores, 
on account of large expansion ofpro- 
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curefflent credit and the locking up of 
funds in accumulated sugar stocks, the 
scheduled commercial banks will be in a 
position to invest about Rs 2150 crores 
in government securities and bonds even 
after reinvesting maturing loans. It can 
therefore bs expected that the scheduled 
commercial banks alone will be in a 
position to invest in central government 
securities as much as Rs 1,500 crores. It 
will not be unreasonable to presume that 
the Life Insurance Corporation and 
provident funds also will have to deploy 
about Rs 500 crores in new central loans 
besides extending suppprt to the borrow¬ 
ing programme of the state governments 
and public bodies. 

The gross borrowings can therefore be 
.much higher at Rs 2,180 crores taking 
into account the outstanding amount of 
maturing loans. In view of the regular 
accretions to working funds and the 
anxiety of banks to prevent an unneces¬ 
sary erosion of profitability, particularly 
in the context of lower lending rates, the 
Reserve Bank will have to make available 
suitable parcels of new loans regularly. 
The average monthly borrowing will 
have to be high in the first, third and 
fourth quarters as there will be need for 
raising state loans In the second quarter. 
The maturing loans fall due for repay¬ 
ments on September 12, 1978. 


Id the light of this reasoning, gross 
boopwing in the fint four months can be 
even Rs 733 crores or an average of 
Rs 184 crores. In view of the fact that 
the needs of institutionni investors have 
not been adequately met in February and 
March, there will hgve to be reissues of 
earlier loans for Rs 200 crores even in 
April. It may be said that the prospect 
of sizable expansion of food credit for a 
net amount of Rs 500 crores in April- 
July may not leave the required surpluses 
for investment in new loans after com¬ 
plying with the directives of the Reserve 
Bank in regard to the impounding of a 
portion of incremental deposits and the 
maintenance of a higher cash reserve 
ratio. However, the growth in deposits is 
likely to be Rs 1500-1600 crores and even 
allowing for a net increase in aggregate 
credit by Rs 600 crores and the immobi¬ 
lisation of funds for Rs 250 crores in 
pursuance of the directives of the Reserve 
Bank, there will be an investible surplus 
of Rs 650-750 crores. The centre can 
therefore secure a net amount of Rs 600 
crores in April-July even while permitting 
the financial corporations and state electii- 
city boards to raise their requirements. 

It has been complained that the open 
market sales of central government securi¬ 
ties by the Reserve Bank are being effect¬ 
ed in a highly spasmodic manner and the 


managements of provident ftinds parti* 
eularly have been finding it difilcult to 
invest concurrently frash editions to 
asseU in high yielding long dated securi¬ 
ties.' It, therefore will have to be examined 
whether there can be tap sales of long 
medium and long date securities for being 
exclusively absorbed by provident funds. 
The sch^uled commercial banks too 
should not experience similar difficulties 
and loans for subscriptions by public on 
three occasions will be generally welcomed. 
While the techniques of reissues, regular 
floatations and tap sales will have to be 
suitably evolved, there will be no justifi¬ 
cation for lowering interest rates on new 
loans on the plea of a reduction in deposit 
and lending rates. The Reserve Bank can 
of course suitably elongate the duration 
of new issues for effecting a marginal 
reduction in redemption yields, if need be. 
The main objectives should be to feed 
the gilt edged market regularly and secure 
the maximum amount through new loans 
without straining at the same time the 
banking system. If the Finance ministry 
can make a spectacular success of its 
borrowing programme and tax revenues 
also happened to be buyoant, with a 
higher level of economic activity, the over 
all deficit can be considerably minimised 
especially as sizable amounts can also be 
realised through gold sales. 


Concept of "competition" in MRTP Act 

F. L. Berarwalla 


A committo* under Mr Justice Saehar is inquirins in aii the 
economic aspects of the Monopoiies and Restrictive Trade Practices 
Act to recommend simpiification of this enactment. The 
author who is an advocate of the Supreme Court of India tries to 
bring out the compiicated structure of the MRTP Act and 
feeis that even if our poiicy objectives may be similar to those of 
Britain and the USA, it is not iikeiy that exactiy the same 
pattern of competition may be feasibie for this country. 


‘*Botii monopolistic and competitive 
forces combine in the determination of 
most prices,” says E.H. Chamberlin. The 
general objective of legislation to control 
monopoly and restrictive trade practices 
is to maintain and, in some cases, pro¬ 
mote and restore competition in various 
sectors of the economy. The preamble of 
the MRTP Act, 1969, states: “An Act to 
provide that the operation of the econo¬ 
mic system does not result in the con¬ 
centration of economic power to the 
common detriment, for the control of 


monopolies, for the prohibition of 
monopolistic and restrictive trade practices 
and for matters connected therewith or 
incidental thereto”. 

The technical problems with which the 
legislators are faced on curbing the mono¬ 
polies and restrictive trade practices is 
how to convert collusion or collaboration 
into competition. However, the term, 
“competition” has to be used careftilly as 
it does not mean some form of idealised 
competition nor can it be identified with 
particular market structures or systems 


of price determination. Competition as 
referred to in the MRTP Act indicates 
behaviour as distinct from analysis, that 
is the ordinary dictionary meaning of 
‘rivalry in the market’. Regardless of the 
precise background of industrial or 
market structure, legislators wish to see 
companies making decisions independent¬ 
ly of one another, as rivals, and without 
reference to one another’s actions. This 
idea can be referred to as ‘free competi¬ 
tion’. The term ‘free competition* itself 
camouflages important value judgments 
on the necessity and desirability of com- 
petition. Independence is a matter of 
degree and only rarely is an undertaking 
completely independent of the behaviour 
of other undertakings in the sense that 
decisions are made independently. Most 
firms are forced to have regard for 
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andtber's policies in respect of price, 
quillity, variety, advertisement, selling 
techniques etc. and they are normally 
forced to revise initial decisions and 
policies on these matters in the light of 
actions taken by competitors. Larger 
firms enjoy stronger independence 
because of a relatively large share of the 
market, it recognises that its own price, 
output and commodity decisions will 
affect significantly the sales and revenue, 
of competitors and that they can be 
expected to react with counter adjust¬ 
ments. 

dictating price 

The Monopolies Inquiry Commission, 
l96S, (MIC) found that the product-wise 
concentration brings out prominently the 
fact that in a larger number of industries, 
a single undertaking is the only supplier 
or at least has to its credit a very large 
portion of the market as compared with 
its competitors. Such an undertaking has 
the power to dictate the price of the 
commodity or services it supplies and to 
regulate its volume of production in such 
a manner as to maximise its profits. This 
power is what is generally understood by 
the words “monopoly power”. Though in 
the strict stymological sense of the word, 
and in strict economic theory, “monopoly” 
exists when there is only one single 
supplier, there is no reason why an 
enterprise enjoying the power to dictate 
the price and thus to control the market 
even though it is not the single supplier 
should not be considered a monopoly. 

What happens in such cases is that the 
price decided upon by the dominant 
producer (or distributor) is followed by 
others who are in a position to compete. 
This price leadership phenomenon is in 
essence a manifestation of the price 
leader's power to dictate the price in the 
market. “We think it proper therefore to 
include with the word ‘monopoly’ not 
only the single supplier in a maiket but 
also the one dominant supplier who has 
the power to dictate the price in the 
market”. 

The MIC further observed that it cannot 
be overlooked when a single seller domi¬ 
nates the market and a few independent 
sellers together enjoy a dominating posi¬ 
tion. In the former case, monopoly power 


is inevitably present; in the latter it may 
or nuty not be present. The efihet on the 
market of a few dominant sellers has been 
widely discussed by economists, specially 
in recent years; but their opinions by no 
means are the same. Without trying to 
resolve the controversy, the commission 
felt that it was sufficient for its purpose to 
notice that it is generally agreed that 
when a few big sellers dominate the 
market there will ordinarily be a high 
probability of their coming to some kind 
of agreement or understanding—whether 
formal or not—about the price and out¬ 
put, by which a monopolistic power is 
shared between themselves. Even in the 
absence of such agreement or understand, 
ing it frequently happened that each has 
a healthy fear of the other big producers 
or distributors and ultimately a policy of 
live and let live comes into operation. 

probabln nffnets 

Some economists point out that when a 
few large sellers dominate the market 
each of them is able to calculate fairly 
and accurately the probable effect on 
the market of his action in increasing or 
decreasing his output. So, it is said, that 
each will try to regulate the output in 
such a way that the marginal costs remain 
well below the price. Each such seller will 
also be well aware that any attempt of 
his to reduce the price is likely to be met 
immediately by similar action by bis 
competitors. The matter is succinctly put 
by Stocking in Monopoly and Free Fitter- 
prim at page 90 thus: “In markets where 
sellers are few, each is trying to deter¬ 
mine his most profitable volume of output 
as would a monopolist consider the 
probable effects of various possible rates 
of production not only on costs but also 
on prices. Indeed, each seller will ordi¬ 
narily decide on the price at which he will 
selfand adjust his output accordingly just 
as a monopolist does. Each monopolist, 
however, in determining his price must 
consider not merely his own cost-price 
relationship but also how his rivals will 
react to his prices. Anyone of a few 
sellers, if fully informed and perfectly 
rational when selling a completely 
standardised product will realise that if he 
reduces his price his rivals will meet the 
lower price promptly.” 

As far as curbing of restrictive practices 


is concerned, the MRTP Act is modelled 
on British pattern, and it may be found 
that rather than maintaining competition 
it may succeed only in stemming the 
tide of encroaching monopolies. The 
British legislation on monopoly and res¬ 
trictive practices is mainly of the variety 
intended to maintain, and perhaps res¬ 
tore competition. The legislation is the 
result mainly of the government's convic¬ 
tion of the value of competitive processes. 

The president of the Board of Trade 
while moving the second reading of the 
1956 Bill, maintained; “The background 
of any Bill on (his subject is a free enter¬ 
prise society and the purpose of any such 
Bill must be to secure that the virtues of 
free enterprise—initiative, adaptability 
and risk-taking—are not throttled by 
restrictions which industry imposes on 
itself. Agreements between traders are 
tempting ways of avoiding competition...” 
No legislature can expect to alter the 
facts of economic life in order to compel 
rivals to behave as though the diiferent 
degrees of market interdependence do not 
exist. On the other hand, legislation can 
significantly influence the pattern of 
behaviour, in all parts of the competitive 
(or monopolistic) spectrum in one sense. 
The appropriate legislative measures can 
forbid or control express agreements and 
overt arrangements or understandings. In 
doing so the critical step from mere 
emulation or parallelism of policy to out¬ 
right collusion or collaboration is pre¬ 
vented or inhibited. 

the US approach 

The American approach is that it may 
be possible to prohibit completely mono, 
poly and restriction of competition and 
make them subject to the enforcement by 
the courts under criminal as well as civil 
law. Its formulation is to be found mainly 
in three groups of Acts. The Sherman 
Act, 1890, creates offences of a general 
character against monopolies and mono¬ 
polisations and against restraints of trade 
(restrictive practices). The Clayton Act, 
1914, is aimed more specifically at dis¬ 
criminatory practices, at exclusive dealing, 
mergers and interlocking directorates 
where these practices are sqch as ‘subi- 
tantially to lessen competition’. In 1950 
the mergers provision was strengthened 
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b)i the amending Cellar Act. The Federal 
Trade Commissions Act, 1914, forbids ail 
‘unfair methods of competition’. The main 
eflbcts of the ^code are, first, to make all 
restrictive practices, such as price fixing, 
exclusive dealing, loyalty rentes, per se 
offences; that is, once established, they 
are subject to criminal penalties regardless 
of any associated economic advantage. 

Second, to make the task of any 
large firm difficult and dangerous where 
it deliberately attempts to acquire a 
larger share of its market whether by 
merger, acquisition of control over com¬ 
petitors, by agreement or even by growth. 
There is little query as to the general 
effectiveness of the United States code. 
It may be expensive to operate; some 
critics consider it requires strengthening 
at points; and others are of the opinion 
that the per se rules are arbitrary and 
require moderation, But there is no doubt 
that the anti-trust code is, among compe¬ 
titive market economies, unique in its 
coverage of monopolistic and restrictive 
behaviour and outstanding in its rigour 
of enforcement of competition. 

policy objoctivos 

It is difficult to ascertain the specific 
policy objectives of legislation which pur¬ 
ports to maintain or restore competition. 
This area of legislative policy attracts an 
unusual mixture of sentiment, reformist 
doctrine, and fundamental questions of 
economic organisation. Accordingly we 
can classify these objectives in two cate¬ 
gories viz. (i) political objectives or value 
judgments associated with maintaining a 
competitive system; and (it) the economic- 
efficiency objectives. The legislative poli¬ 
cies hich advocate control and regula¬ 
tion of monopoly and restrictions are not 
clear-cut but are hazy. However, the con- 
cept which has the most substantial tradi¬ 
tion and most immediate appeal to the 
political thinkers is the one which main¬ 
tains that the enforcement of competition 
is necessary to control and possibly sub¬ 
due undue concentration of economic 
power in the hands of relatively few 
business houses or persons to make them 
responsible to the nation. 

It is stated that power corrupts and 
absolute power corrupts absolutely. This 
is often said of political institutions; but 
it is said to be no less true of economic 


power. It Is not surprising, therefore, that 
as political demomacies developed in 
diffinent countries of the world there was 
a growing consciousness of the need for 
keeping the economic power whether in 
the hands of corporations or partnerships 
or individuids—within control. Various 
measures have been taken during the last 
three-quarters of a century indifferent 
industrially advanced countries for this 
purpose. 

concentration of power 

Economic power may also mani¬ 
fest itself in obtaining control of large 
areas of economic activity, by a few 
industralists by diverse means. Apart from 
affecting the economy of the country, this 
oAen results in the creation of industrial 
empires tending to cast their shadows 
over political democracy and social values. 
Concentration of economic power is the 
central problem; monopolistic and restric¬ 
tive practices may be appropriately con¬ 
sidered to be ‘functions' of such concent¬ 
ration. 

It may be noted that economic power 
here is not the same as the economist's 
market power. It is more amorphous and 
less pricise term, it encompasses a gene¬ 
ralised influence over employment policies 
trade policies, regional policies and poli¬ 
tical party politics rather than measure¬ 
ment of monopolistic power in a particular 
market. However, political thinkers find 
it difficult to reconcile 'anti-bigness' in 
industry with the acceptarce of concent¬ 
ration of power in trade unions and 
nationalised industries. To some extent 
anti-bigness and anti-monopoly is also a 
mode of thought with a long tradition in 
our politics. It goes alongside a more 
intellectual, liberal strand of thought: the 
idea that democratic values suffer through 
bigness as such. Naturally, such a doctrine 
is equally responsible for inviting criticisnt 
of concentrations of official power, of 
centralised planning etc. as it is of bigness 
or monopoly. But it has its impact on 
anti-monopoly and anti-bigness legislation 
in the belief that the alternative of com¬ 
petition actively encourages a wider 
decentralisation of decision-taking in the 
economic'field. The virtues of free enter¬ 
prise is being emphasised, but it hardly 
be taken as a distrust of large firms, 
on the other hand it does seem to mean a 
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belief in the efficacy of competition in the 
sense of economic rivalry. 

Besides the more specific and ascertain¬ 
able political ideas on competition and 
monopoly there are a number of related 
doctrines usually commanding a wider 
range of acceptance. Thus, competition 
is valued because it appears to make 
possible greater equality of opportunity, 
that is the encouragement of new entrants 
in business or industry, of small firms to 
grow and so on. Basically, this is a ‘fair- 
play’ doctrine. In addition, there is a 
strongly held belief that for equitable 
distribution of wealth and material reso¬ 
urces of the nation, small business itself 
1$ a desirable way of life and requires 
protection from the destructive encroach¬ 
ment of mergers, super markets and the 
imposition of smaller margins by bigger 
and bigger firms. The preservation and 
encouragement of small-scale industries 
and businesses runs counter to several 
elements in anti-monopoly andanti-restric- 
tionist thinking. 

consumer protection 

Moreover, the consuming public itself 
is not organised to protect its own 
interests, it attracts little support and 
the bulk of its attention is taken by 
particular questions of availability (due 
to all round scarcities), quality, perfor¬ 
mance and service. More general matters 
concerning methods of selling, the organi¬ 
sation and competition of different kinds 
of industry or different types of distri¬ 
butor, capture their interest only episodi¬ 
cally. In so far as they constitute a group, 
it can be .said that they usually would 
have a presumption in favour of competi¬ 
tion. But consumer protection, on the 
whole, is an issue which appeals to every¬ 
one in theory but is practiced by only a 
small uninfluentiul body of reformers with 
political overtones. Put together these 
ideas favouring competition make some¬ 
thing of a melange—what might be ex¬ 
pected of a collection of value judgments. 
Until recently, no public opinion or 
criticism was generated on this issue. 
However, after the publication of the 
report of the Monopolies Inquiry Com¬ 
mission in 196S, an influential body of 
opinion favouring competition and ex¬ 
pressing dislike towards big-business and 
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monopoly has developed. These have 
become a more identifiable and ioteroally 
consistent element in current Indian 
political philosophy. 

The economic-efficiency objectives of a 
policy for maintaining competition are 
more easily ascertainable. There are three 
areas of efficiency in which results are 
expected from competition: (i) Efficiency 
in the use of resources is one. Competi¬ 
tion is expected to control the prices of 
material inputs, of equipment, of labour, 
of locations etc. going into goods. Among 
the suppliers of goods competition is 
expected to keep prices down to some¬ 
thing near to the cost of inputs; (ii) Com¬ 
petition is also expected to promote 
economic growth by encouraging greater 
productivity within individual industries. 
Economic growth in this sense stems from 
technological progress: increases in output 
stimulated by new methods of production, 
new forms of organisation, by new 
materials and new commodities; and (iii) 
Competition is expected to have some 
equitable effect on the distribution of 
incomes by reducing prices to something 
approximating costs, thus benefiting the 
consumer groups. To secure equity of 
income distribution it has been found 


morn effisetive and logical to rely upon 
the fixation individuals no matter what 
the fonroe of income superiority, rather 
than on the manipulation of their posi* 
tioM Of advantage in the economy. Con¬ 
sequently, the efifoiency objectives of com¬ 
petition appear to lie between resource 
allocation and economic growth. This 
may well turn out to be a disturbing 
combination. 

Emphasis must be placed on the point 
that, behind these ideas there is more 
complicated structure of problems affect¬ 
ing the intensity of competition, the 
character of competition and the kind of 
inibistrial structure which, it is felt, are 
desirable to society. It is not likely that 
exactly the same pattern of competition, 
monopoly and concentration of economic 
power as is found acceptable in, say, the 
UK, the USA or other industrially advanc¬ 
ed countries will be desired in our country 
also although policy objectives may 
appear very similar. Hence statements of 
legislative policy objectives should rest on 
complex assessments of fact and values 
afibeting the general pattern of monopoly 
and competition in the economy. For 
example, what are desirable types of 
restrictive agreements? What average 


^gree of conoentoation in industry ai 
distribution k aee^ftalble? WhM dis¬ 
persion of size strueture within an 
industry Js desirable? flhould policy con¬ 
sider technica] economies of scale avail¬ 
able to the plant and ignore tiie less easily 
identifiable economies of large company 
organisation? What is the appropriate 
attitude on such inscrutable phenomena 
as price leadership, parallel price policies 
of oligopoUsts, interlocking directorship 
and soon? Some of these questions receive 
an answer in terms of specific situations. 
But, in practice, general conclusions are 
often reached on the basis of intuitive 
judgements of what are the social and 
economic valuations of a particular 
economy. 

How far the parliamentary intentions 
behind the legislation, MRTP Act, 1969, 
are likely to be achieved is yet to seen. 
The MRTP Act, 1969, has not yet reached 
any significant level of maturity both in 
administrative technique and judicial 
review. It is hoped that Justice Sachar 
committee wilt keep all the economic 
aspects in view while recommending 
simplification of this important piece of 
economic legislation which has very wide 
national and international impact. 
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DAC members take 

another look at aid 


MemberB of the Development Assistance Committee (DAC)^ of the 
Ownlsatlon for Economic Co-operation and Development (OECD), 
with one country (Italy) having reserved Its position, adopted on 
February 28, 1978, a revised Recommendation on Terms and Conditions 
of aid which supersedes the DAC Recommendation on Terms and 
Conditions of Aid of 1972, The text of the revised recommendation Is 
given below. 


The main objective of the revised terms 
recommendation is to implement the 
agreement reached at the Paris Con¬ 
ference on International Economic Co- 
operation in June 1977: (i) To raise the 
overall grant element target for each 
donor’s total Official Development Assis¬ 
tance (ODA) commitments from 84 to 86 
per cent; (ii) to extend ODA to the least¬ 
developed countries essentially in the form 
of grants; and (iii) to extend ODA to 
other countries whose needs are the 
greatest on the best grant element 
possible. 

The grant element is a measure of the 


made up of loans having an interest rate 
of one per cent and a maturity of 30 years, 
with a seven years grace period (72 per 
cent grant element). 

The Development Assistance Com¬ 
mittee, having reviewed the recommenda¬ 
tion on terms and conditions of aid 
adopted by the DAC at its high level 
meeting on October 16 to 18, 1972-' 
Approving the progress made towards 
fulfilling or surpassing the objectives set 
out in ,this recommendation and noting 
the favourable average terms of aid pro- 
vided by DAC members as a group; 
Recognising the desirability for further 


WINDOW 

ON 

THE WORLD 


extent to which the combined terms of a 
loan (interest rate, maturity and grace 
period) deviate from market terms (zero 
grant element) and bring it closer to a 
pure grant (100 per cent grant element). 
There are many possible loan/grant com¬ 
binations with which members can achieve 
an average grant element of 86 per cent. 
Examples are: 

—programme consisting only of loans 
with a 0.75 per cent interest rate, 50 years 
maturity, 10 years grace period (these are 
the terms of credits extended by the 
International Development Association); 

•^A programme consisting of 50 per 
cent grants with the remaining 50 per cent 


improvement in the financial terms of 
members’ programmes of Official Deve¬ 
lopment Assistance, considered not only 
as a whole but also in their application to 
the specific needs of individual developing 
countries; 

Reaffirming that equal attention must 
also be given to the provision of an 
adequate and sustained volume of Official 
Development Assistance; 

Recognising that the continuing diffe¬ 
rences in the terms provided by member 
countries impair the spirit of the common 
effort and render more difficult the main¬ 
tenance of the most liberal standards of 
terms; 


Rearing in mind the special needs of 
the least-developed countries; 

Renewing its resolve to seek appro¬ 
priate ways and means of advancing to¬ 
wards untying national aid programmes 
and urging its members in the meantime 
to mitigate as much as possible the adverse 
effects of aid tying; 

Adopts—one country having reserved 
its position—the following recommenda¬ 
tion which supersedes that of 1972: 

ODA d^fiMcl 

Coverage of the terms objectives: The 
objectives of this recommendation apply 
to Official Development Assistance (ODA) 
commitments, made on and after 
January 1, 1978. ODA is defined as those 
flows to developing countries and multi¬ 
lateral institutions provided ‘ by official 
agencies, including state and local govern¬ 
ments or by their executive agencies, each 
transaction of which meets the following 
tests: 

(a) It is administered with the promo¬ 
tion of the economic development and 
welfare of developing countries as its main 
objective; and 

(b) it is concessional in character and 
contains a grant element^ of at least 25 
per cent. 

Ohjeefives for financial terms: In order 
to achieve a further softening of overall 
financial terms of ODA. members should 
endeavour fully to maintain or achieve as 
soon as possible an average grant element 
in their ODA commitments of at least 86 
per cent. In this connection the special 
value of grant assistance is recognised. 

Countries whose ODA commitments as 
a percentage of ONP are significantly 
below the DAC average will not be consi¬ 
dered as having met the terms target. 

Recognition of circianstances of indivi¬ 
dual recipient countries and harmonisation 
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of terms: Members should relate the 
terms of aid on a case-by-case basis to the 
circumstances of each developing country 
or group of countries. In particular, 
members should provide a substantial 
part of the assistance given to developing 
countries with the severest economic 
problems in the form of grants or on very 
soft terms. Member countries which 
already extend a large proportion of their 
assistance on soft terms, but concentrate it 
on a limited number of recipients, should 
aim to grant increasingly soft terms also 
on their assistance to other recipients 
whose circumstances also call for soft 
terms. 


common basis 

The Development Assistance Committee 
will continue to review the current posi¬ 
tion and prospects regarding the income 
level, the development performance, the 
balance of payments, the debt servicing 
burden, etc. This should assist individual 
donors in formulating their terms policies 
and may provide the basis for a common 
view on the terms appropriate to indivi¬ 
dual developing countries or group of 
countries. 

Members should make concerted efforts 
to harmonise terms at th« level of the 
recipient country. They should make use 
of consortia, consultative groups or other 
concerted aid operations, where these 
exist, in cooperation as appropriate with 
the international bodies involved, in order 
to reach a common view as to the appro¬ 
priate terms at which assistance should be 
provided. Where no such coordinating 
arrangements exist, terms harmonisation 
should be sought through an appropriate 
form of consultation, the nature of which 
might he the subject of an exchange of 
views in the DAC. 

The absence of harmonisation of donors' 
aid terms is liable to be particularly harm¬ 
ful to poorer developing countries. In 
extending aid to such countries members 
should not only take account of the 
circumstances of the country itself but also 
be guided by the terms of the donors 
extending their aid at soft terms to that 
country. Members who hitherto have 
provided funds on harder terms, should 
do their best to come as close as possible 


to fbe average terms of all bilateral DAC 
doi^rs to the individual country. 

Special terms for least-developed countries' 
A group of least-developed countries has 
been identified by the UN for which, 
apart from any other special measures, 
the softest possible terms of aid are 
appropriate. Official Development Assis¬ 
tance to Ihate countries should be essen¬ 
tially in the form of grants and as a mini¬ 
mum, the average grant element of all 
commitments from a given donor should 
cither be at least 86 per cent to each least¬ 
developed country over a period of three 
years, or at least 90 per cent annually for 
the least-developed countries as a group, 

DAC members should endeavour fully 
to extend their ODA commitments to 
other countries whose needs are the 
greatest on the best grant element possible. 

Regular review of implementation : The 
achievements of individual member count¬ 
ries in implementing the agreed objectives 
set out above will be regularly appraised 
in the DAC as part of the aid reviews. In 
addition, the DAC will review each year 
the progress under the various provisions 
of this recommendation. 

Need for non-project assistance and local 
cost financing: While acknowledging the 
advantages of the project approach, 
members recognise that it is necessary to 
consider the overall needs of the develop, 
ing country as well as its balance of pay¬ 
ments and other factors and that it may 
be appropriate to provide aid to fi nil nee 
general import costs or local costs of 


development, or both. With respect to 
local cost financing, members shall take 
into account the guidelines on local cost 
financing adopted by the DAC on October 
27, 1977. 

Review of other ojficially extended or 
supported flows^: The objectives of the 
recommendation apply to Official Deve¬ 
lopment Assistance. In addition, how¬ 
ever, other officially extended or supported 
flows are of continued importance as a 
source of finance. DAC members, there¬ 
fore, agree to review more fully, in consul¬ 
tation with other interested committees of 
the OECD, their basic approaches to 
extending such flows to developing count¬ 
ries and their relationship to aid and 
development considerations. Further, the 
DAC will keep itself informed of the inci¬ 
dence of other officially extended or 
supported flows and their geographic dis¬ 
tribution. especially with respect to those 
developing countries with severe external 
debt situation. 

References 

1. Australia, Austria, Belgium, Canada, 
Denmark, Finland. France, Federal Republic of 
Germany, Italy, Japan, the Netherlands, New 
Zealand, Norway. Sweden, Switzerland, United 
Kingdom, United States and the EEC Commis¬ 
sion- 

2. ''Grant element** is the difference between 
the face value of a financial loan commitment and 
the discounted present value (using a 10 per cent 
discount rate) of the service payments to be made 
by the borrower during the lifetime of the loan, 
expi'essed as a percentage of the face value. 

3. Including officially extended and officially 
guaranteed private export credits as well as offi¬ 
cially guarantcccTprivate foreign investment. 
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A silent secret threat 


World Health Day, April 7, is an annual event marking the anniversary 
of the coming into force of the Constitution of the World Health Organi¬ 
zation n The aim of World Health Day is to interest the public in a 
theme of importance for the health of mankinds The theme for 1978 is 
Hypertension^ the slogan Is : ''Down with High Blood Pressure.** 

The observance of World Health Day Is usually organized by national 
or local health services : WHO national committees, United Nations 
associations, international organizations, non-governmentai organizations 
working in the health field, and other bodies can give valuable assistance^ 
in order to avoid dispersal of effort, it Is important that ail World Health 
Day activities be properly coordinated; this is usually done by an official 
health service. 

- - — — .—— - 


Hypertension, or high blood pressure, is 
a silent, secret threat to the health or peo* 
pie around the world. Presenting no 
symptoms in its early stages^ hypertension 
often passes unnoticed. However, its com¬ 
plications are among the most important 
causes of death and incapacity in many 
parts of the world. As blood pressure 
rises so does the risk of stroke and coro¬ 
nary heart diseases. As blood pressure 
goes up, life expectancy goes down. 

Yet, though this is common knowledge 
in the health profession and the means 
to control this condition exist, the largest 
part of the population at risk is not being 
helped. In a recent survey of European 
and North American adults, 10-15 per 
cent were found to be hypertensive; never¬ 
theless, only half of the cases were known 
to the health profession and of those only 
30 per cent at most were under treatment. 
Moreover, of those under treatment only 
a minority had had their blood pressure 
brought down to a safe level. This is the 
situation in countries with highly develop, 
ed medical services. Prevalence of hyper¬ 
tension in developing countries seems to 
be about as high and the number treated 
far Jess. 

Because the problem of hypertension 
is worldwide and the means are available 
to tackle it if the community can be 
mobilized, WHO has chosen hypertension 
as the theme for World Health Day, 
April 7, 1978. 

Dr Mahler is Director-general, World Health 
Organisation. 


A network of collaborating centres was 
established by WHO to study the feasi¬ 
bility to community control for hyper¬ 
tension. This includes detection, treat¬ 
ment and follow-up of patients. Different 
methods of control are being compared; 
WHO makes a particular effort to develop 
approaches that can be easily adapted to 
the socio-economic conditions of develop¬ 
ing countries. 

Certain broad principles have already 
emerged. Where the community has 
shown a strong will to combat the pro¬ 
blem there have been some striking suc¬ 
cesses: in one such programme, using a 


variety of means, it is estimated that 
thousands of lives are saved each year 
through hypertension control. 

The fight to control hypertension should 
not be seen as a dramatic onc4ime-onIy 
campaign but rather as something that 
will become a normal and permanent part 
of existing health services. Control of this 
community health problem goes beyond 
medical services. It needs the continuous 
support of the public, often spearheaded 
by nongovernmental organizations. The 
entire community—teachers, public 
officials and the mass media—must be 
enlisted to help detect the large number 
of persons at risk who are unaware of 
their condition. Nurses, doctors, mem¬ 
bers of the family must all be ready to 
help the person at risk seek treatment 
and then to encourage him to stick to it. 
In many cases a better life-style with a 
view to improving diet and increasing 
exercise should be encouraged. 

With this broad appeal to health pro¬ 
fessionals, the public and con-govern¬ 
mental orgaizations, WHO hopes to enlist 
communities everywhere in the fight 
against hypertension. 


Hypertension in India Prof M. L. Bhatia 


Using scientiiic methods and employing 
a wide variety of indigenous techniques, 
India is attempting to cope with a pro¬ 
blem that preoccupies people the world 
over—hy pertensi on. 

Though infectious diseases and malnutri¬ 
tion still remain major health problems, 
cardiovascular disease has become an 
important cause of ill-health. Rheumatic 
heart disease is the most common form of 
heart disease, both in rural and urban 
communities, ischaemic heart disease, 
especially in urban communities, the 
second, and hypertension, with or without 
complications, the third. 

It is hard to estimate precisely the pre¬ 
valence of hypertension for the entire 
country. Some studies show incidence 


varying from 3 per cent to 15 per cent for 
rural India, with a rate from 4 per cent 
to 15 per cent in urban or industrial areas. 
Recent data from the All India Institute 
of Medical Sciences indicates that hyper¬ 
tensives constitute as many as 15 per cent 
of 40,000 registered patients in New Delhi, 
the capital. 

A survey of 6000 persons over age 20 
showed more than 10 per cent of the 
population in Bombay with high blood 
pressure. This 10 per cent cuts across 
cla.ss lines, applying to the lower and 
middle as well as to the higher classes. 
Because of the large number of.undetected 
cases in the community at large, even 
these do not reflect the real magnitude of 
the problem. 
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The etiology oT hypertension in India 
is essentially the same as that found else- 
where. A large majority, 80 per cent of 
the older patients investigated, suiter from 
essential hypertension. The prevalence of 
secondary hypertension is harder to 
establish since case detection is difficult 
and laboratory investigations cannot 
always be carried out. But data from 
urban hospitals, where facilities exist, 
show that hypertension in younger pati¬ 
ents is predominantly a secondary result 
of kidney diseases. 

An unusual cause of hypertension, non¬ 
specific aortitis, generally afflicts the young, 
mainly young women though older pati¬ 
ents have been seen. About 100 cases of 
'this disease have been seen and inves¬ 
tigated by us. The disease causes high 
blood pressure by involving arteries con¬ 
nected to the kidneys and severely nar¬ 
rowing the interior of the aorta. Though 
its cause is still unknown, Indian scien¬ 
tists are inclined to consider modified 
tuberculosis as the cause. 

In the Punjab and Haryana regions of 
north India and in some places in the 
south, a high incidence to kidney stones in 
the urinary tract has been reported. The 
stones cause secondary hypertension by 


blocking the flow of urine and causing 
inflMBtion. 

Surgical treatment of secondary hyper- 
tei^on is currently practised all over 
India but these cases represent only a 
small fraction of the total number who 
suflTer from high blood pressure. As 
elsewhere, primary hypertension, whose 
causes are unknown, remains the principal 
threat. 

Hypertensive patients may be detected 
during routine check-ups or be seen for 
the first time with serious complications 
like stroke or myocardial infarction. 
Heart failure, brain stroke, chronic renal 
failure are the most common complica¬ 
tions of hypertensive heart disease. 

A significant number of patients in 
India are treated by practitioners of the 
indigenous systems of medicine, such a 
Ayurveda and Vnani, However, the exact 
composition of the powders and infusions 
they dispense is not known. One of the 
components has gained worldwide accep¬ 
tance— serpentina, known 
locally as Sarapgandfia, from whose roots 
reserpinc is obtained. It will be worth¬ 
while studying the components of other 
traditional medicines in an attempt to 
find those that are most useful. 

Two other long-practised modes of 


treatnumt are also perhaps unique to India 
but have recenfly spread to other coun¬ 
tries, particularly in the industrialised 
worid:. Yoga and meditation. Their 
scientific evaluation is very recent. 

Yoga is a system of self-culture, aiming 
at a harmonious development of body, 
mind and soul. It has a real place in the 
treatment of many diseases, including 
hypertension. A part of yoga is Shavastma, 
a position in which eyes are closed, 
muscles relaxed and breathing done 
slowly and rhythmically. This has been 
evaluated in clinical trials in Bombay. The 
yoga technique does not depend on drugs 
and avoids their drawbacks. However, 
caution needs to be exercised and yoga 
should not be uncritically accepted for all 
hypertensives, especially those with severe 
symptoms. 

Meditation, transcendental or otherwise, 
can be used for self-therapy under a physi¬ 
cian’s guidance in cases of chronically 
high blood pressure. Both yoga and medi¬ 
tation should be considered as alternative 
modes of management, not only for pre¬ 
vention in populations exposed to risks of 
hypertension but also for treatment of the 
early stages of the disease when stress and 


t - 

Down with High Blood Pressuro—Brief Glossary of Torms 

Arteriosclerosis: A thickening and loss of elasticity of artery walls which impedes the flow of blood- It 
is usually caused by atherosclerosis. 

Biood Pressure: The maximum pressure at the height of the heart's contraction is called “systolic" 
pressure and the iowest pressure, when the heart pauses between contractions, Is called "diastolic" or 
minimum pressure. 

Atherosclerosis: Lesions and fatty deposits on the inside of arteries that narrow artery walls and 
thus block the flow of blood. , 

Cerebral Haemorrhage; Bleeding in the brain caused by rupture of arteries. Commonly known as 
stroke, it is frequently caused by hypertension. 

Cerebrai Thrombosis: Also commonly known as stroke, it results from a clotting within an artery of 
the brain that reduces the blood flow to part of the brain. 

Coronary (or Ischaemic) heart disease: An insufficient supply of blood to the heart muscles, in most 
cases caused by a thickening of the coronary arteries. 

Hypertension: Commonly known as high blood pressure, it is an abnormal rise of arterial blood 
pressure. 

Essential Hypertension: The most common form of high blood pressure, it is hypertension of 
unknown origin. 

Secondary Hypertension: Hypertension where the cause is known. Renal hypertension, as a result 
of kidney disease, is the most common form. 

Heart Attack: A commonly used term for myocardial infarct. 

Infarction or Myocardial Infarct: Death of a portion of the heart to which blood supply has been cut off 
owing to the blocking of an artery. 

Stroke: Sudden paralysis of part of the body when blood supply is cut off to a part of the brain. 
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cniHroninental factors are the main reasons 
for Mood pressue. 

i^ractitiooera of modem medicine have 
a wide range of drags available to them. 
Because drug therapy is expensive and may 
produce undesirable side effects, many 
patients stop taking the drugs prescribed to 
them. High drug costs poses a cracial pro¬ 
blem since, at the moment, only a small 
segment of the population is covered by 


For years an academic battle raged about 
just what hypertensiotf'was. Some main¬ 
tained that high blood pressure was a 
disease in itself. Hypertensives were dis¬ 
tinct from other people. There might be a 
gene responsible but, in any case, hyper¬ 
tensives were a class apart. Those who 
held the opposing view maintained that 
high blood pressure was simply the upper 
end of a scale on which were distributed 
all the degrees of pressure. Some people 
were very hypertensive, others had quite 
low blood pressure and all of the rest— 
the majority—were located somewhere 
along a line that ran from one extreme to 
the other. There was no such thing as a 
distinct cut-off point between healthy 
people and those who suffered from 
hypertensive disease. 

This battle of ideas was no academic 
question but crucial to what it meant to 
screen for and treat hypertension. 

In recent years the second view has 
been generally accepted. There is no 
genuine dividing line that separates 
“normal” from “hypertension”; any 
definition of what is high blood pressure 
must be arbitrary. There is general agree¬ 
ment, however, that clinically “essential 
hypertension” means blood pressure dis¬ 
tinctly above the average without an 
evident cause. 

High blood pressure carries an increas¬ 
ed chance of stroke, coronary heart dis¬ 
ease, heart or kidney failure. The higher 
the pressure, the greater the risk. 

Since it seems more and more evident 
that high blood pressure is caused by 
multiple factors, it follows that the search 
for a single, correctable cause will be 
unrewarding. This has proved to be the 
case. The great majority of those whose 
blood pressure is high suffer from hyper¬ 


health schemes that provide free treat¬ 
ment. For these laasoni it is difiBcult to 
determine how successful the use of drugs 
has been in leducmg morbidity and 
mortality in India. 

Using scientific methods and employing 
a wide variety of techniques, India is 
attempting to cope with a problem that 
preoccupies people the world over—hyper¬ 
tension. 


tension without evident cause. Their 
therapy must consist, therefore, in lower¬ 
ing arterial pressure through the use of 
non-specific hypotensive drugs. 

There is a small proportion of patients, 
however, whose hypertension does have 
an identifiable cause and this possibility 
should be considered first by physicians. 
And the younger the prospective patient 
the harder the cause should be sought. 
There are two reasons for this: an under¬ 
lying abnormality is more likely to be 
found in a young person and if such a 
factor is not identified the patient is faced 
with the prospect of taking non-specific 
drug therapy for the rest of his life. 

Some specific causes of hypertension 
have been identified. Oral contraceptives, 
for example, can cause a marked rise in 
blood pressure in some women and a 
slight Increase in most. This possibility 
should never be overlooked in a young 
woman with high blood pressure. The 
pill certainly worsens hypertension and 
it is illogical to treat blood pressure while 
continuing oral contraceptives. Sometimes 
merely stopping the pill brings blood 
pressure down to acceptable levels. 

There are a variety of congenital kidney 
and adrenal gland conditions that can 
cause high blood pressure; fortunately 
many can be dealt with by surgery. How¬ 
ever, it is worth reiterating that hyperten¬ 
sion with an identifiable cause is rare. 

Although high blood pressure carries a 
risk of illness, it does not necessarily 
follow that reducing it by the use of 
drugs will also reduce the frequency of 
these complications. This is a possibility 
that must be tested and proved. 

The first proofs were demonstrated in 
cases with severely elevated levels. With 


very high levels, particularly if the pres¬ 
sure has risen rapidly, a complication 
known as “malignant hypertension” may 
occur. Put simply, this means that small 
arteries in many parts of the body begin 
to disintegrate because of the very high 
pressure forced on them. These changes 
can be seen when tissue is examined under 
the microscope and there may be damage 
to the retina, optic nerves and kidneys. 
As the term indicates, “malignant hyper¬ 
tension” is invariably fatal if untreated. 

In these severe cases, no elaborate con¬ 
trolled trials were needed to show how 
important it was to reduce blood pressure. 
With appropriate therapy, heart failure 
receded, the advance of kidney failure 
was halted and, in many cases, lesions of 
the retina healed completely. Malignant 
hypertension, though a medical emer. 
gency, can be cured if therapy begins 
soon enough before kidney failure has 
occurred. 

controllaci trials 

But while the value of treating severe 
hypertension seems obvious, controlled 
trials were needed to show the benefits of 
treating milder cases and several problems 
immediately arose. Because the incidence 
of complications is lower, any .advantages 
of therapy will take longer to demon.s- 
trate. Also, with fewer complications 
there comes a point where the side effects 
and inconveniences of drug therapy out¬ 
weigh the benefits. Moreover, since the 
number of potential patients needing 
treatment is much larger the cost ol 
treatment and follow-up increases con¬ 
siderably. The mild hypertension liaisot 
committee, sponsored jointly by WHC 
and the International Society and Federa 
tion of Cardiology, is coordinating anc 
exchanging information about studies nov 
going on in Australia, Europe, Unitec 
Kingdom and the United States o 
America. 

While lowering blood pressure reduce: 
strokes, heart failure and malignan 
hypertension, no comparable reduction ii 
coronary heart disease has been observed 
Indeed, some reports seem to show tha 
myocardial infarction has gone up follow 
ing hypertensive therapy. This may mea 
that more patients are surviving to hav 
coronary attacks but there is a possibilit. 


What can be done? 


Dr J.1.8. Robtrtton 
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that some drugs tbat bring down blood 
pressure may predispose to, or worsen, 
coronary heart disease. 

For this reason the introduction of beta 
adrenergic blocking agents to treat hyper¬ 
tension has aroused interest. These drugs 
definitely lower blood pressure. They have 
also been shown to reduce mortality when 
administered long-term after a myocardial 
infarction. Therefore, beta blockers may 
be able to lower the incidence of both 
strokes and myocardial infarction. A 
number of trials are under way at the 
moment to find out; although first results 
are promising, it is still too early to be 
sure. 


gigantic problem 

There may be considerable benefits 
from treating mild hypertension. As we 
have seen, even a slight elevation of 
arterial pressure carries a risk of stroke 
and heart attack, two of the major causes 
death or premature disability in the world. 
If blood pressure reduction can minimize 
these events, this would represent a medi¬ 
cal advance of the first magnitude. The 
size of the problem, however, is huge. 
The Renfrew survey found that in the 
age-group 45-64 years, 15 per cent had a 
diastolic pressure over 100 mmhg, 25 per 
cent above 95 mmhg and 40 per cent 
above 90 mmhg. There is some cardiovas¬ 
cular risk at all these levels, therefore a 
possibility that treatment could minimize 
this risk, but the magnitude of the pro¬ 
blem is obvious. 

If this treatment is of benefit how can 
we go about screening a population? 
Most surveys show that when a special 
screening programme is set up, about 80 
per cent of the target population will 
attend when sent for. In comparison, a 
study of general medical practices in 
central Scotland revealed that roughly 80 
per cent of a doctor's listed patients will 
see him for one reason or another over a 
three-year period. Thus, if the oppor¬ 
tunity was taken at these visits to check 
blood pressure this would be effective 
and convenient for both patient and 
doctor. 

We need to alert the general public, 
but the medical profession as well, to the 
dangers of hypertension and what can be 
gained its prompt and continuous 
treatment. 
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Tiepnms minister went 

on the Radio and TV on March 23 to 
catfdogue the achievements of the Janata 
government at the centre during its first 
year in office. Akashvanl Bhavan, how- , 
ever, did not extend its hospitality either 
to Mr Y.B. Chavan. who still remains 
the official leader of the opposition in 
Lok Sabha, or Mr Kamalapati Tripathi, 
who occupies a similar position in Rajya 
Sabha, or Mrs Indira Gandhi, who has 
proclaimed herself to be the national 
opposition, so that they could also tell 
the people what the other side or sides 
have achieved during the same period. 
Given the opportunity, 1 am sure that 
even Mr Chavan, not to speak of Mrs 
Gandhi, could also have delivered an 
impressive narrative of opposition achieve¬ 
ments. Only, so far as political propa¬ 
ganda is concerned, Radio and TV still 
resolutely remain creatures of government 
publicity, it may be argued, of course, 
that it was the prime minister who did the 
broadcast or the telecast and not Mr 
Chandra Shekhar, the president of the 
Janata party. But, then, how real is all 
this fine distinction between the govern¬ 
ment and the ruling party? It has always 
been a case of distinction without a difTc- 
rcnce and I do not find that this situation 
has changed or is changing. 

Auy suggestion that the Press Informa¬ 
tion Bureau has been sponsoring news¬ 
paper supplements for advertising the 
Janata anniversary is probably not techni¬ 
cally true, but the PlB did issue special 
press releases for the occasion and some 
of this material did find its way into 
newspapers in tlic company—not acciden¬ 
tal, surely—of advertisements from such 
sources as the publicity departments of 
the Delhi Administration and the state 
governments of Gujarat, Uttar Pradesh, 
Haryana and Punjab, wishing the Janata 


a happy birthday. It should be difficult 
to jnstify such special annual reviews of 
Janata achievements, whether by the 
prime minister or any other Janata leader 
or spokesman, when the government even 
otherwise has all the oppoitunities that 
it could possibly need for Informing the 
people what it had done in the past 12 
months. The president's speech in the 
budget session of parliament is only a 
few weeks old. It was followed by the 
budget speech of the Finance minister. 
Throughout the current session of Lok 
Sabha or Rajya Sabha,"ministers, includ¬ 
ing the prime minister, are having many 
opportunities of narrating the achieve¬ 
ments of individual ministries as well as 
the government as a whole during the past 
year. Simultaneously, ministries of the 
government are presenting their annual 
reports to parliament. Surely, so far as 
the public is concerned, there can be no 
dearth of material about the achievements 
of the Janata government. Why, then, 
should there be special birthday announce¬ 
ments with the participation, direct or 
indirect, of all kinds of governmental 
machinery? 

The Home minister in- 

formed Lok Sabha on March 23 that the 
government had decided to withdraw the 
Criminal Procedure Code (Amendment) 
Bill, incorporating some of the features 
of the Maintenance of Internal Security 
Act, consequent to the Janata party’s 
election pledge to repeal the MISA itself. 
This decision has been hailed in some 
quarters as a reassertion of the party's 
commitment to democratic norms and 
values. There is however no concealing 
the fact that the government withdrew 
the Bill only because it was not confident 
of carrying its parlymen with it in get¬ 
ting this legislation passed. While it may 
be true that not all of the ministers were 


MOVING 

FINGER 


fully convinced at any time that the Bill 
was a necessary or proper piece of legis¬ 
lation, the fact remains that the cabinet 
as a whole had considered all aspects of 
providing for preventive detention as a 
normal process of Jaw before reaching the 
conclusion that the public interest justi¬ 
fied the retention by the executive of the 
power of preventive detention under ap¬ 
propriate and adequate safeguards. No 
government judges such issues lightly and 
any retreat on its part from a decision of 
this gravity must necessarily raise the 
question whether there has not been a 
gross failure of leadership. 

It seems to me that 

the Janata leaders will live to rue the 
day when this government allowed 
itself to be panicked into withdraw¬ 
ing this Bill. It is most unlikely that 
any government in this country, at the 
present stage of our socio-economic or 
political evolution, will be able to cope 
with all possible situations involving a 
threat to law and ordei or national secu¬ 
rity, without the benefit of reserve powers 
for dealing with conspiratorial elements 
or subversive political forces. Unfortu¬ 
nately, the Janata leaders including the 
prime minister, do not seem to be able 
to face the issues squarely and acknow¬ 
ledge that, if preventive detention is to be 
resorted to at alL it can or should be only 
on political grounds, it is (his ambiguity 
in their thinking or coniluct which had 
unfitted them for resisting the pressures 
in their party for withdrawing the Bill. 

In truth, then, the withdrawal of the Bill 
is no courageous contribution by the Janata 
government or the Janata party to the 
cause of democracy; it is, on the other 
hand, a disturbing sign that this govern¬ 
ment cither has no mind of its own or it 
docs not know its mind even in matters 
as important aS this. At the level of 
personalities, both Mr Morarji Desai 
and Mr Charan Singh have suffered in 
prestige and the damage canot be mended 
merely by saying 
that this govern¬ 
ment does not 
stand on prestige. 
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US and Germany to 
Stabilize Dollar 

The us and West Germany 
have evolved a major new co¬ 
operative effort to stabilise the 
foreign exchange markets and 
arrest the decline of the dollar. 
The principal elements in the 
package, announced simul¬ 
taneously in Washington and 
Bonn, are: 

A doubling of the swap 
arrangement between the Fede¬ 
ral Reserve and the Bundesbank 
to S4 billion. This brings the 
overall si/e of the swap net¬ 
work between the 15 principal 
central banks and the Bank of 
International Settlements up to 
S22.16 billion. A direct sale from 
the treasury to the Bundesbank 
of US holdings of 600m. Special 
Drawings Rights (about $740ni.) 
in order to purchase Deutsche- 
marks. A statement of US 
willingness to draw on, if neces¬ 
sary, the S5.1 billion, it has un¬ 
conditionally at its disposal 
with the International Monetary 
Fund. 

Close Cooperation 

The joint statement was issu¬ 
ed under the names of Mr 
Michael Blumenthal, the US 
treasury secretary, and Herr 
Hans Malthoefer, the West 
German Finance minister. 
Both sides reafHrmed “that 
continuing forceful action will 
be taken to counter disorderly 
conditions in the exchange 
markets and that close coope¬ 
ration to that purpose will be 
maintained.*’ 

Mr Anthony Solomon, the 
treasury under-secretary who 
had finalised the new package 


in consultation with his 
[* German counterparts, stated 
that the agreement represented 
“a convergence of views’.’ 
between the two countries to a 
much greater extent than had 
existed until now. The US, 
which has consistently been 
urging Germany to stimulate 
its domestic demand, attaches 
special importance to that part 
of the joint statement which 
declares that “economic deve¬ 
lopments during the first 
quarter of 1978 will be parti¬ 
cularly important in determin¬ 
ing the future course of econo, 
mic policies in the Federal 
Republic and elsewhere. 

Manufacture of TV 
Glass Shells 

The ministry of Industry, 
has Set up a working group to 
go into all aspects of setting 
up a TV glass shell industry 
in the country. The working 
group would examine techno¬ 
logical, locational and econo¬ 
mic aspects of the manufac¬ 
ture of TV glass shells in the 
country, examine individual 
proposals which may be re¬ 
ceived from entrepreneurs and 
make appropriate recommen¬ 
dations to the government. 
Manufacturers of TV picture 
tubes and TV sets as well 
as the general public interested 
in the development of the 
industry are invited to send 
their suggestions to the work¬ 
ing group within a period of 
three weeks from the date of 
the announcement, March 20. 
Entrepreneurs intending to set 
up TV glass shell projects 
are also requested to submit 


detailed proposals within this 
timelimit. Proposals for the 
manufacture of TV glass 
shells should contain details 
of technology involved, hx:a- 
tion of the project, economic 
viability, financial arrange¬ 
ments and foreign collabora¬ 
tion, if any. 

Bank of Baroda Rural 
Scheme 

Encouraged by the experience 
gained by Bank of Baroda in 
the working of its Multi Service 
Agency (MSA), devised 
specially for financing small 
borrowers of meagre means, a 
special integrated rural deve¬ 
lopment agency has been 
devised in the form of the 
Gram Vikas Kendra (GVK). 
The GVK adopts and adapts 
many of the MSA concepts 
and procedures for promoting 
integrated rural development. 
The major objective of the 
GVK is to create gainful 
employment in productive 
ventures in rural areas. The 
approach being integrated rural 
development, concerted elfoits 
are made to finance improved 
agriculture and allied activities, 
small borrowers, village indus¬ 
tries and rural craftsmen. 
Simplicity in loaning operations 
and flexibility in approach are 
the two major features of the 
GVK. 

To begin with, an intensive 
survey of the area is undertaken 
to understand the needs, assess 
potentialities and devise special 
schemes needed for rural deve¬ 
lopment. Tlie area selected 
need not necessarily be in the 
lead districts but can as well 
be in one of the non-lead areas 
of the bank. What is emphasis¬ 
ed in the survey is not merely 
identification of bankable 
schemes but also those activi¬ 
ties which can be made bank¬ 
able with necessary efforts. 
Rural development being s col. 
lective responsibility, the OVK 


enlists the cooperation of seve¬ 
ral concerned agencies in the 
field. 

Mere formulation of special 
schemes and set-ups would not 
help to deliver the goods unless 
effective field communication 
strategy is implemented. There¬ 
fore, under the OVK scheme, 
meetings are organised with 
farmers either in the villages 
themselves or at the block level 
for informing farmers about 
the bank’s various schemes and 
availability of finance therein. 

Advances are classified under 
three broad categories compris¬ 
ing agriculture, MSA and small- 
scale industries. A special 
system known as the Agricul¬ 
tural Finance Monitoring 
System (AFMS) is developed to 
monitor the progress of the 
advances. Bank of Baroda has 
so far set up seven GVKs since 
October last. Some of these 
centres are set up in non-lead 
areas too. The concept of GVK 
is now under implementation 
and results too are encouraging. 

Two Irrigation Projocts 
for Gujarat 

The Planning Commission 
has cleared Hiran and Kabu- 
tari medium irrigation pro¬ 
jects in Gujarati The esti¬ 
mated cost of these projects is 
Rs 4.48 crorcs and 1.13 crores 
respectively. The Hiran-II irri¬ 
gation project comprises cons¬ 
truction of an earth dam ac¬ 
ross Hiran river. The reser¬ 
voir will have a live storage 
capacity of 34.3 m. cum. and 
provides for an annual irriga¬ 
tion of 7,151 hactares of 
kharif, rabi and two seasonal 
crops in the semi arid Juna- 
gadh district. The Kabutari 
irrigation project envisages 
construction of a dam across 
Kabutari river in the Panam 
river basin in Ponch Mahal 
district. The sdieme provid¬ 
es for gross annual irrigation 
of 1,753 hectares, poneisting 
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of leharif, rabi and two season¬ 
al ^p$. The scheme will 
provide irrigation benefits to 
tribal areas of the state in 
Panch Mahal district. 

Stock Limits for 
Khondsari 

The central government 
after careful considerations 
of the record production of 
sugarcane and diflSculties 
faced by producers of khand- 
sari in disposing of their pro. 
duoe due to restrictions on the 
stock limits that can be held 
by recognised dealers have 
enhanced the stock holding 
limits from 1,000 quintals to 
5,000 quintals. It has hoped 
iW this measure would en¬ 
courage and facilitate larger 
production of khandsari and 
hence help in the disposal of 
sugarcane. It may be recal¬ 
led that the excise duty on 
khandsari has been recently 
reduced due to fall in prices. 

Prsvention of Food 
Adulteration Rules 

The ministry of Health and 
Family Welfare has notified a 
draft of rules further to amend 
Prevention of Food Adultera¬ 
tion Rules, 1955 viik ministry 
of Health Notification dated 
December 12,1977. The pro¬ 
posed amendments seek, 
among other things, to. (i) make 
it mandatory to mention the 
date of manufacture on every 
container/package of food and 
in case of babyfood including 
weaning foods, the date of ex¬ 
piry/date before which the pro¬ 
duct is to be consumed, and to 
mention on the table if it 
contains vanilla flavour, the 
statement, “Not for use 
by babies below 6 months”; 

(ii) limit the presence of 
kesari gram in primary foods; 

(iii) prescribe limit for insect 
infestation in food grains and 
spices; (iv) prescribe the maxi¬ 
mum extent of chromium in 
parboiled rice; (v) prohibit 


the u<e of saccharine in aerat¬ 
ed waters; (vl) reduce the re¬ 
quirement of milk fat in res¬ 
pect of malted milk food con¬ 
taining cdcoa, and (vii) permit 
the use of ammonium chlo¬ 
ride and ibngal alphamylase 
in the preparation of bread. 
The suggestions/objections on 
the proposed amendments 
may now be forwarded to 
the Secretary, Central Com¬ 
mittee for Food , Standards, 
Directorate General of Health 
Services, Nirman Bhawan, 
New Delhi, till April 15,1978. 

Tua Exports 

India's exports of tea during 
April to September, 1977 at 
101 million kgs was quantita¬ 
tively higher by about nine per 
cent, but in terms of value 
exports at Rs 2676 crores were 
higher by 136.8 per cent as 
compared to the correspond¬ 
ing period of the preceding 
year. According to Tea Board, 
exports of tea till * December, 
1977, reached a total of 178.4 
million kgs valued at Rs 460.2 
crores. The substantial in¬ 
crease in foreign exchange 
earnings was mainly due to 
significant increase in the 
unit value realisation which 
during the period April-Decem- 
ber, 1977 is estimated (o 
average Rs 25.80 per kg as 
against Rs 11.80 per kg in the 
same period last year. 

On current indication, ex¬ 
ports of tea during 1977-78 
is expected to reach around 
225 million kgS valued at 
Rs 500 crores as compared 
with 243 million kgs valued 
at Rs 293 crores in 1976-77 
and 212 million kgs valued 
at Rs 237 crores in 1975-76. 
This was indicated in the 
annual report of the depart¬ 
ment of Commerce in the 
ministry of Commerce, Qvil 
Supplies and Cooperation for 
the year 1977-78. 

According to the report, the 


international prices of tea 
showed a marked increase 
during 1977 as a result of 
low production in certain tea 
producing countries such as 
Sri Lanka, and sharp decline 
in world supply of coffee. Ten 
production in India, has, how¬ 
ever, shown a rising trend and 
during 1977 production was 
estimated at 559.82 million 
kgs as against 511.82 million 
kgs during 1976. The report 
pointed out that the increase 
in exports was achieved with¬ 
out adversely affecting domes¬ 
tic availability or prices. In 
consonance with the rising 
world tea prices, the tea 
prices in the domestic market 
also tended to rise consider¬ 
ably. In order to discourage 
this phenomenon the govern¬ 
ment of India had imposed an 
export duty of Rs 5 per kg 
with effect from April 9, 1977. 
Moreover arrangements made 
by the Tea Trading Corpora¬ 
tion of India for the distri¬ 
bution of tea to the public 
through NAFED and NCCF 
at a retail price of Rs 16.50 
per kg resulted in stabi¬ 
lising tea prices in the 
country. Besides, the excise 
rebate and drawback of ex¬ 
cise duty were simultaneously 
withdrawn. 

Indo-British Economic 
Committeo 

The agreed minutes of tlie 
meeting of the Indo-British 
Economic Committee were 
signed recently by Mr Mohan 
Dharia, minister for Commerce, 
Civil Supplies and Coopera¬ 
tion on behalf of India and 
Mr Edmund Dell, secretary of 
state for Trade on behalf of 
the UfC. The committee had 
intensive discussions on March 
13 and 14, 1978, on various 
aspects of bilateral economic 
relations including commercial 
and industrial cooperation. 
The committee was composed 


of officials and representatives 
of trade and industry from the 
public and private sector 
agencies. 

The committee concentrated 
its attention on the specific 
initiatives and action program¬ 
mes to be taken for imparting 
momentum to the growth of 
commercial and economic rela¬ 
tions consistent with the deve¬ 
loping potentials of the two 
economies. In this task, the 
committee was assisted by the 
two sub-committees set up 
and which had detailed discus¬ 
sions on March JO and 14, 
1978 and made recommenda¬ 
tions to the ministerial com¬ 
mittee. Jt was decided that 
continuous elTorts would be 
made to identify products and 
industrial ureas for imports 
and collaboration in both 
areas. In this process, the 
department of Trade in the 
UK would do their best to help 
India to establish contacts with 
the concerned bodies in the 
UK. 

Export Studies 

The committee appreciated 
the need of export level studies 
to find out precise areas and 
the mechanisms to promote 
commerciiil and industrial co¬ 
operation in such areas. This 
suggestion will be pursued for 
implementation. 

The committee has been 
able to give a new dimension 
and impetus to the promotion 
of Indo-British cooperation 
through collaboration for pro¬ 
jects in third countries. In the 
field of shipping, it was 
brought to the attention of the 
committee that there was need 
of modern vessels including 
containerised vessels on this 
route in view of the growth of 
demand for speedier, safer and 
efficient handling of Aie cargo. 

There was also exchange of 
views on other issues concern- 
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ing India-EEC relationship. 
Common Fund and Multila¬ 
teral Trade Negotiations. The 
committee accepted that in the 
Multilateral Trade Negotia¬ 
tions in Geneva the concerns 
of the developing countries 
should be fully taken into 
account. The UK side raised 
certain matters affecting the 
UK citizens and Sterling Com¬ 
panies, particularly relating to 
remittance facilities and sala. 
ries of Seamen. The Indian 
side indicated that on details 
being received these would be 
considered. 

Indo-Nepal Cooperation 

The government of India 
and the government of Nepal 
signed recently a Treaty of 
Trade and Transit and an 
Agreement of Cooperation to 
control unauthorised trade 
between the two countries. The 
documents signed recently re¬ 
place the 1971 Indo-Nepal 
Treaty of Trade and Transit 
which was valid until August 
1976 but had been allowed to 
continue by a mutual exchange 
of letters between the two 
governments until new agree¬ 
ments were arrived at. 

In order to assist in the 
industrialisation process of 
Nepal, the government of 
India has agreed to enlarge the 
scope for Nepalese manufac¬ 
tured products in the Indian 
market. The two governments 
have also agreed to incorporate 
necessary arrangements to 
maintain supplies of essential 
commodities needed by each 
other. In keeping with the 
efforts of the two countries to 
promote mutual trade prefer¬ 
ential treatment would be 
accorded to the primary pro¬ 
ducts on reciprocal basis. 

The treaty of transit and 
the protocol lay down the pro¬ 
cedures to be followed for 
Nepal’s traffic-in-transit thro¬ 
ugh India. The procedures 


will considerably facilitate the 
traffic-in-transit for Nepal’s 
cargo. The new facilities in¬ 
clude movement of bulk cargo 
both by rail and road. 

The agreement of coopera¬ 
tion to control unauthorised 
trade, becomes necessary due 
to the long and open border 
between the two countries. It 
reconfirms the right of both 
countries to pursue indpendent 
foreign trade policies and the 
need to ensure that the econo¬ 
mic interests of either country 
are not adversely affected 
through unauthorised trade 
between the two countries. 

The two governments had 
entered into a treaty of transit 
in 1976 providing for use of 
Bangladesh ports to facilitate 
Nepal's overseas trade. To 
enable Nepal to make use of 
this facility, it has been agreed 
by the two governments 
through an exchange of letters, 
that overland routes will be 
provided to Nepal for her 
trade with Bangladesh as also 
for Nepal’s trade with third 
countries through Bangladesh. 
The procedural arrangements 
to facilitate this will be worked 
out by the government of India 
with the Bangladesh govern¬ 
ment. 

Regular Consultation 

In order to facilitate effec¬ 
tive and harmonious imple¬ 
mentation of the treaties and 
the agreement, the two coun¬ 
tries have agreed to consult 
each other regularly. Provi¬ 
sions have been made that pro¬ 
blems which may arise in the 
course of the implementation 
of the documents may be dis¬ 
cussed by separate official 
groups as and when necessary. 
It has also been agreed that 
an inter-governmental com¬ 
mittee would meet regularly 
every six months alternatley in 
Kathmandu and in Delhi with 


a view to promoting closer 
economic cooperation between 
Nepal and India and for the 
harmonious working of the two 
treaties and the agreement. 
The treaties and the agree¬ 
ments came into force on 
March 25, 1978. 

Indo-Gtrman Trade 

The volume of Indo-Oerman 
trade nearly touched the 2 bil¬ 
lion mark in 1977. Imports 
from West Germany amounted 
to DM 1.14 billion (Rs430 
crores) and exports to Germany 
to DM 0.79 billion (Rs 300 
crores). Main Indian export 
items were, in 1977 again, gar¬ 
ments <ind made-up goods of 
cotton, which accounted for 
20 per cent of the total Indian 
exports to Germany, followed 
by oilcakes. Other export 
items are wool and animal 
hair materials (mainly carpets), 
the export of which increased 
by 37 per cent within one 
year, and processed precious 
and semi-precious stones and 
pearls with an increase rate 
of40 per cent. On the import 
side machinery accounts for 
the major part of the Indian 
imports from Germany; other 
main items are vegetable oils 
for human consumption, 
machine tools and electro¬ 
technical goods. 

Cargo Liners 
from UK 

A British shipyard which al¬ 
ready has a £120 million order- 
book for new tonnage is to 
build six cargo liners for India 
at a cost of £50 million. Anno- 
unieng the deal in London re¬ 
cently, Sunderland Shipbuilders, 
of Wearside (north-east Eng¬ 
land), stated that the 16,500- 
tonne ships for the Shipping 
Corporation of India would 
be delivered between the end 
of 1979 and mid-1980. They 
will be capable of carrying 
264 containers or general car¬ 


go at a speed of nearly 16 
knots. The ships are being 
financed through the British 
government’s aid programme 
to India, with further assistance 
coming from the UK ship¬ 
building mtervention fund. 
The contract is the culmina¬ 
tion of more than 18 months 
of negotiations and will pro¬ 
vide work for some 3,000 
people over the next year at 
two of the company’s three 
Wearside building yards. The 
9,900 h.p. Sulzer diesel pro¬ 
pulsion units for the ships 
will also be built by north¬ 
east coast firms. 

Unit Trust Sales 

At a function held in the 
Unit Trust’s new building at 
13, New Marine Lines, Bom¬ 
bay, on March 4, 1978, Mr G. 
S. Patel, chairman, gave away 
prizes to 320 agents of the 
western region for their out¬ 
standing performance in the 
competition held during the 
special oflTerperiod—July 1977. 
The first prize was won by 
Mrs O.R. Wadia of Bombay. 
Sales of units during the spe¬ 
cial offer period exceeded 
Rs 27 crores this year of 
which western region cover¬ 
ing Maharashtra, Gujarat, 
Madhya Pradesh and Goa 
accounted for Rs 15.94 crores. 

Speaking at the function, 
Mr Patel mentioned that the 
performance of the Trust this 
year was exceptionally good 
and hoped that the year may 
turn out to be yet another 
record year in the history of 
the Trust. Sales till February 
18, 1978 in the current aggre¬ 
gated Rs 40.15 crores and it 
is hoped that the total sales 
for the current year vrill ex¬ 
ceed Rs 45 crores and may 
even be in the neighbourhood 
ofRs 50 crores. 

Mr Patel mentioned that 
the experiment of appointing 
chief representatives in select- 
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ed districts has proved fairly 
succcjissful and in the western 
region, such representatives 
have produced very encourag¬ 
ing results in different districts 
of Gujarat. Units, consider¬ 
ed to be sophisticated instru- 
ment» are now becoming popu¬ 
lar both in semi-urban and 
rural areas through intensive 
promotional efforts. He also 
disclosed that in the current 
year, the scheme of appoint- 
ing chief representatives has 
been extended to the eastern 
and southern regions. Chief 
representatives have been 
appointed in Burdwan district 
in West Bengal, Singhum and 
Ranchi districts in Bihar and 
Calicut district in Kerala. 

He also mentioned that 
Unit-Linked Insurance Plan, 
one of the most attractive 
schemes of the Unit Trust 
operated in collaboration with 
Life Insurance Corporation 
has been progressing exceed¬ 
ingly well, recording an in¬ 
crease of over 185 per cent 
over the corresponding period 
of the previous year and that 
to enable the public to parli- 
cipaic widely in this plan, the 
Trust has made special 
arrangements with all the 
branches of the Bank of 
Baroda for accepting appli¬ 
cations and contributions for 
the plan in any part of the 
country. 

BHEL Hydro Set for 
Jhelum Project 

With the successful com¬ 
missioning of the first unit of 
a hydro set of 35,000 KW 
capacity at lower Jhelum pro¬ 
ject, Jammu & Kashmir state 
will have more power. The set 
has been manufactured and 
supplied by the Hardwar divi- 
sion of Bharat Heavy Elec¬ 
tricals Limited. The lower 
Jhelum project envisages ins¬ 
tallation of two more sets of 
the same capacity. This is 


the highest capacity set so 
far installed in Jammu & 
Kashmir. The project is locat¬ 
ed on river Jhelum in Bara- 
mulla district. The 35,000 
KW generating set comprises 
of a Francis Turbine with 2,800 
MW Runner Dia. Directly 
coupled with three-phase 50. 
cycle supply hydrogenerator 
of Umbrella type design. 

UP Budget 

An increase in the minimum 
rate of entertainment tax on 
cinema tickets from 80 per cent 
to 100 per cent, enhancement 
of sales tax on diesel from 8 
per cent ad valorem to 12 per 
cent, and on palm oil from 
6 per cent to 8 per cent were 
among the proposals made by 
UP Fnance minister, while 
presenting a Rs 79.36 crorc 
deficit budget for 1978-79. 
The Fnance minister also 
announced the decision to 
increase the sales tax on Indian 
made foreign liquor in pur¬ 
suance of the prohibition 
policy. He also proposed an 
increase in the registration fee 
and road tax on tractors-trol- 
Icys to yield an additional 
revenue of Rs 50 lakhs. It was 
proposed to revise the royalty 
rates on minor metals and 
streamline the system of their 
auction. The government pro¬ 
poses to impose tax on cinema 
slides and advertisement to 
yield Rs 50 lakhs more 
annually. 

The finance minister announc¬ 
ed an additional instalment of 
dearness allowance to its 
employees from January 1 this 
year. The mode of payment, 
which would entail an addi¬ 
tional burden of Rs 11 crores, 
would be decided later. 
Receipts for the year are 
estimated at Rs 1,691.02 
crores, including Rs 418.61 
crores on capital accounts. 
The normal revenue receipts 


include fts 3lll4 crores as the 
state's share of central taxes, 
Rs 318.47 crores as grants from 
the union government and 
Rs 436.09 crores on account 
of the state's own taxes. The 
revenue expenditure is estimat¬ 
ed aft Rs 1,172.66 crores in¬ 
cluding Rs 238.09 crores on 
central account. 

The prohibition policy to be 
applied in seven districts in 
addition to five hill districts 
where it is already in force, 
is expected to cost the ex¬ 
chequer Rs 20 crores a year. 
Taking into account the total 
receipts and expenditure, the 
consolidated fund of the state 
is expected to have a deficit of 
Rs 12.72 crores. With the 
estimated net receipt of 
Rs 46.02 crores under public 
account, the result of all 
transactions of the year is 
estimated to result in a sur¬ 
plus of Rs 33.32 crores, which 
would bring down the antici- 
pated deficit of Rs 112.67 
crores at the beginning of the 
year to Rs 79.36 crores at the 
close of the budget year. The 
government expects a net 
Rs 12.62 crores of additional 
income by additional taxation 
and Rs 20 crores by reducing 
non-prod ucti ve expend itu rc 
and streamlining the adminis¬ 
tration. 

Minerals Production 

The total value of minerals 
production in India during the 
calender year 1977 was of 
Rs 1,297 crores. It indicates 
a marginal decline of one per 
cent from the figure of 
Rs 1,313 croics in 1976 
according to statistics prepared 
by the Indian Bureau of Mines. 
The figure of Rs 1,297 crore 
for 1977 excludes the value ol 
atomic minerals. Out of the 
total value, mineral fuels 
accounted for Rs 969 crores or 
75 per cent of the total value 


of mineral production, metailic 
minerals Rs 175 crores or 13 
per cent and non-metallic 
minerals Rs 152 crore$ or 12 
per cent. Coal production 
contributed Rs 707 crores to 
the total of Rs 968 crores for 
fuels. Iron ore and copper ore 
arc the important constituents 
of the metallic group, account¬ 
ing for Rs 86 crores and Rs 23 
crores, respectively, during the 
year. Among the non-metallic 
minerals, limestone contri¬ 
buted Rs 45 crores and phos¬ 
phorite Rs 17 crores. 

Bank Advances 

The rate of interest to be 
charged on term loans granted 
by banks for the installation of 
gobar gas plants, has also 
been reduced to 11 per cent 
per annum. 

International Airports 
Authority 

The International Airports 
Authority of .India increased 
its revenue from Rs 11.56 
crores in 1975-76 to Rs 13.96 
crores in 1976-77. Accord¬ 
ing to the annual report of 
the authority for 1976-77 
presented to parliament re¬ 
cently, the increase in reve¬ 
nue was largely due to addi¬ 
tional traffic and partly due to 
the increase in the landing 
charges from February 1, 1977. 
The landing aixi parking 
charges which had remained 
sialic since 1972, were increas¬ 
ed by 45 per cent for inler- 
nationiil flights and by 100 
p:r cent for domestic flights. 

The passenger traffic at 
Delhi, Bombay, Calcutta and 
Madras recorded an increase 
of 10 per cent in 1976-77 over 
the previous year. Out of 
this, domestic traffic register¬ 
ed an increase of 12.*3 per cent. 
The cargo and mail handled 
at the airports registered an 
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increase of 25.3 per cent. The 
report adds that since the in¬ 
vestment in facilities did not 
increase with traffic growih, 
pressure on utilisation of 
available facilities was apparent. 

Outlining the long-term 
measures taken to ease this 
pressure, the report says that 
work on the Rs 11 crore pro¬ 
ject for the construction of a 
new international passenger 
and cargo complex at Bombay 
was started during the year. 
The first phase of the terminal 
building, scheduled to be 
completed in 1980, will have 
a capacity for handling 25 
lakh passengers annually. The 
land use plan and master plan 
for Delhi airport were prepar¬ 
ed. The first phase of the 
plan provides for an interna¬ 
tional passenger terminal to 
serve 40 lakh passengers and 
an international cargo terminal 
to handle about 1.25 lakh 
tonnes of cargo annually. 

Expansion Plans 

As short term measures, the 
existing terminal facilities at 
the four international airports 
were extended to cope 
with the increase in traffic 
due to the introduction of 
Airbus by Indian Airlines. 
At Bombay; work for the ex¬ 
pansion of the international 
arrival area was taken up. 
The baggage claim urea and 
the baggage make-up area on 
the domestic side were enlarg¬ 
ed and conveyors extended to 
meet the peak hour traffic 
requirements. 

At Calcutta, the improve¬ 
ment of baggage conveyor 
syetem and augmentation of 
airconclitioning in the terminal 
building were completed. The 
car park at the airport was 
enlarged to accommodate 200 
additional cars. The existing 
baggage handling facilities at 
Delhi and Madras were also 
extended. 


To strengthen airport secu¬ 
rity, the induction of state 
police at the four international 
airpoits was completed. Hand¬ 
held metal detectors were in¬ 
troduced for quicker security 
check of passengers. The 
lAAI also placed orders for 
X-ray baggage scanners. The 
construction of perimeter walls 
for protection to the airport 
areas was undertaken. 

Interest Rates on 
Deposits 

The Reserve Bank of India 
has directed the scheduled 
commercial banks not to pay 
interest on deposits of money 
accepted by them on or after 
March I, 1978. except in accor¬ 
dance with the rates specified 
below; 

They will pay with effect 
from (a) March 1, 1978 in the 
case of savings and fixed 
deposits and (b) April I, 1978, 
in case of recurring deposits, 
cumulative deposits, etc., 
interest at the rales specified 
below. 

On term deposits by banks: 

(Old rates given in brackets) 

(a) For deposits for 15 days to 
45 days and for deposits sub¬ 
ject to withdrawal or repay¬ 
ment by notice for a p:riod 
not exceeding 45 days; 2^ per 
cent per annum (3 per cent). 

(b) For deposits for 46 days to 
90 days and for deposits 
subject to withdrawal or re¬ 
payment by notice for a period 
exceeding 45 days but not ex¬ 
ceeding 90 days: 3 per cent per 
annum (3.5 per cent), (c) For 
deposits for 91 days and 
above but less than 6 months: 
4 per cent per annum (same), 
(d) For deposits for 6 months 
and above but less than 
9 months: 4i per cent per 
annum (same), (e) For deposits 
for 9 months and above but 
less tlian one year: 5 per cent 
per annum (same), (f) For 


deposits for one year and 
above but upto and inclu¬ 
sive of 3 years: 6 per cent 
per annum (same), (g) For 
deposits for above 3 years 
and upto and inclusive of 5 
years: 7i per cent per annum 
(8 per cent), (h) For deposits 
above 5 years: 9 per cent per 
annum (10 per cent). 

Rates payable on savings 
accounts: Banks shall, with 
effect from March 1, 1978, 
pay interest on deposits main¬ 
tained in savings accounts at 
4i per cent per annum irres¬ 
pective of the fact whether 
cheque facility is extended or 
not. The rale of interest on 
every savings account shall 
be calculated on the minimum 
balance to the credit of the 
account during the period 
from the 10th to the last day 
of each month. 

Discretionary Power 

Notwithstanding the provi¬ 
sions stated above, scheduled 
commercial banks having aggre¬ 
gate demand and time liabilities 
of Jess than Rs 25 crores, may, 
at their discretion, allow addi¬ 
tional interest of ^ per cent 
per annum on all term de¬ 
posits upto and inclusive of 5 
years and savings deposits. 
Further, regional rural banks 
may, at their discretion, allow 
additional interest of ^ percent 
per annum on term deposits 
upto and inclusive of 5 years 
and savings deposits. The 
interest payable on fixed de¬ 
posits as also on savings 
deposits shall be calculated at 
quarterly rests. 

Effective March 1, 1978, 
interest rates on deposits 
made by non-resident Indians 
and persons of Indian origin 
under the Foreign Currency 
(Non-resident) Account Scheme 
have been lowered and brought 
on par with the rates of 
interest governing rupee 
accounts as announced on 


February 28. The new rates 
will be applicable to fresh 
deposit accounts opened on or 
after March 1, as well as to 
existing deposits renewed on 
or after that date. Also, 
deposits in FCNR accounts 
will henceforth be accepted for 
a minimum period of one year 
and a maximum period of five 
years. All other terms and 
conditions applicable to the 
opening and maintenance of 
FCNR accounts under the 
Reserve Bank's scheme 
announced in November 1975 
remain unchanged. The current 
rates for deposits in FCNR 
accounts for one to three 
years (inclusive) and fromthree 
to five years (inclusive) arc six 
per cent per annum and 7} per 
cent per annum, respectively, 
as against eight per cent 
and nine per cent in force till 
February 28, 1978. 

Names in the News 

Mr V.R. Subramanian has 
been appointed general 
manager oflLZlC-—Ihe Indian 
Lead Zinc Information Centre 
—to succeed Dr M.N. 
Parthasarathi who recently 
resigned to take up a position 
in the United States. The 
Indian Centre is a subsidiary 
of the Lead and Zinc Deve¬ 
lopment Associations, London, 
and is supported by ZALIS— 
the Zinc And Lead Inter¬ 
national Service-with assis¬ 
tance from domestic producers 
and consumers in India. 

For the last 15 years Mr 
Subramanian has been with 
Indian Oxygen Ltd—a British 
Oxygen Group company. He 
is a Fellow of the Institution 
of Metallurgists (London), a 
member of the National 
Council of the Indian Institute 
of Metals, of which he is joint 
honorary secretary, and is 
general secretary of the 
Institute of Standards Engi¬ 
neers. 
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COMPANY 

AFFAIRS 

Hindustan lavar project at Taloia (Maha- 

HiNDt'STAN Lever has reported rashtra), which was commis- 
eacouragittg performance August 1976, is now 

during 1977. A final equity established. The 

dividend of II per cent has turnover of the ossein plant 
been declared for 1977, with a ^ crorcs in 1977. On 

pro rata 2.75 per cent divi- fu» production, the turnover 
d.nd on the partly paid shares f™" ‘•’'s P^Ject is estimated 
allotted in July, 1977. at Rs 3 crorcs. 


approval of the Controller of net sales (net of excise) have 
Capital Issues 2»716,000 shares been placed at Rs 42.81 crore 
of Rs 10 each have been against Rs 43.17 crore. The 
allotted on March 28, 1978 improvement in the profit 
as fully paid up bonus shares margins seems to be because 
in the ratio of one share of the better product mix 
for every five shares held, following sustained diversi- 
by capitalising the share pre> fication of its activities. The 
mium and a part of the company is expanding the 
general reserve. For the year capacity of its caustic soda, 
ended December 31, 1977 the naphthol and other plants, 
directors of Philips India The company's pre tax profit 
LimiUd have proposed a final for 1977 amounts to Rs 8.07 
dividend of Rc 0.80 per equity crore against Rs 7.30 crore 
share on the increased capital after providing Rs 1.27 crore 
of Rs 162.9 million, subject to for depreciation. The liability 
deduction of tax. The final is higher at Rs 4.03 crorc 
dividend together with the against Rs 3.05 crore, leaving 


Together with the interim divi¬ 
dend of nine per cent already 
paid the total dividends for 
1977 is 20 per cent, the same 
as was paid for 1976. 

Sales have risen from Rs 213 
crorcs in 1976 to Rs 261 
crores in 1977. The gross 
profit was up by 9.4 per cent 
from Rs 21.67 crores to 
Rs 23.70 crores. After provid¬ 
ing Rs 2 crorcs (Rs 1.97 
crorcs) for depreciation, 
Rs 13.8 crorcs (Rs 12.75 crores) 
for taxation and Rs 20 lakhs 
(Rs 25 lakhs) for investment 
allowance, the disposable sur¬ 
plus is Rs 7.70 crores (Rs 6.70 
crores). Dividends will absorb 
Rs 3.45 crores (Rs 3.53 
crorcs). 

Sales of soaps and deter¬ 
gents totalled Rs 167.50 crores 
in 1977 against Rs 145.36 
crores in 1976, of edible fats 
and other foods Rs 56 crores 
against Rs 31 crores and of 
chemicals, animal feeds, toilet 
preparations and others Rs 39 
crores against Rs 36.63 crorcs. 
Exports amounted to Rs 18 
crores against Rs 17 crores. 
The company’s products have 
achieved international recogni¬ 
tion by winning gold medals 
at Luxembourg and Leipzig 
trade fairs. 

The export-oriented ossein 


Philips India 

Sales of Philips India (Ltd) 
for the year ended December 
31, 1977 were Rs 79.81 crores 
(1976—Rs 72.08 crores). Gross 
profit before tax for the year 
after charging Rs 2.38 crores 
(Rs 2.17 crores for depreciation 
and Rs 1.59 crores (Rs 1.92 
crores) for interest’amounted 
to Rs 9.08 crores against Rs 
6.85 crores for the previous 
year. Provision for tax is Rs 5.35 
crorcs (Rs 4.35 crores). Profit 
for the year after tax is Rs 3.73 
crores (2.50 crores). An 
amount of Rs 48 lakhs has 
been transferred to investment 
allowance reserve and Rs 7 
lakhs (Rs 10 lakhs) has been 
released from development 
rebate reserve. The profit 
available for appropriation is 
Rs 3.32 crorcs. 

Almost all product groups 
contributed to the increased 
sales. A substantial part of 
this increase is accounted for 
by the volume of sales. The 
improvement in profits has 
been achieved by overall 
efficiency in operations and 
despite increases in costs of 
materials, wages and power. 
Lower level of average bor¬ 
rowings resulted in substan¬ 
tial savings in interest costs. 

In accordance with the 


interim dividend of Rs 0.50 
per share, subject to deduc¬ 
tion of tax, declared in Decem¬ 
ber 1977 will make a total 
gross distribution of Rs 19.8 
million as compared to Rs 16.3 
million for 1976. Rs l.O mil¬ 
lion is appropriated to deben¬ 
ture redemption reserve (1976- 
Rs 1.0 million). Alter paying 
the interim dividend of Rs 6 8 
million and the proposed final 
dividend of 13.0 million, the 
balance of Rs 12.4 million 
has been transferred to gene¬ 
ral reserve. A scheme for 
dilution of the sharehold¬ 
ing of WV Philips' Glocilam- 
penfaflicken, Holland, has 
been submitted for approval to 
the government and is now 
under their consideration. 

AtuI Products 

Atul Products has shown 
good working results for 1977 
despite a fall in its net sales. 
The directors of the company 
have proposed to maintain the 
rate of dividend of 20 per cent 
on the capital as increaseil by 
the onc-for live bonus issue. 
The company’s gross profit 
has increased to Rs 9.34 crore 
from Rs 8.62 crorc for the 
previous year. Its gross sales 
at Rs 50.75 crore show a 
marginal fall compared to 
Rs 50.82 crorc in 1976. Its 


a low'cr after-lax profit of 
Rs 4.04 crore against Rs 4.25 
crorc. A sum of Rs 32 lakh is 
transferred to the investment 
allowance. The proposed divi¬ 
dend distribution will amount 
to Rs 1.18 crorc against 
Rs 98.40 lakhs. 

Scindia Steam 

The annual general meeting 
of the Scindia Steam Naviga¬ 
tion Company has been post¬ 
poned to a date to be announc- 
cd later as the company’s 
accounts fur the year ended 
June 30, 1977 have not yet been 
prepared bccaii.se of the pro¬ 
longed 6^-cIays sliikc. Mr 
Jehangir P. Patel, a director 
who presided over the meeting 
recently stated that the accounts 
for the year were expected to 
be finalised before the end of 
June. Allhoueh the strike was 
over, a great deal of work per¬ 
taining to accounts was still to 
be accompli.shcd. 

Since llie accounts were pend¬ 
ing, he was in no position to 
give any indication of the work¬ 
ing. “working figures would be 
far worse than no figures,” he 
told shareholders. However, 
he added that 1978 was not 
expected to be as goojl as 1977 
because of low freights and the 
international recession. He did 
not visualise any immediate 
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improvement in the freight amounted to Rs 127.15 crores 
market. The company could against Rs 108.86 crores in 
not commit any of its ships for 1976. Net sanctions were also 
charter as the charter rates higher at Rs 102.77 crores 
were depressed. Mr Pate] against Rs 94.55 crores. Assis- 
stated that the interim dividend tance in rupees increased to 
of Rs two per share represented Rs 76.71 crores from Rs 49.83 
the maximum payment under 
the situation. 

ICICI 

The Industrial Credit and 
Investment Corporation of 
India (ICICI) expects to main¬ 
tain its progress during 1978. 

Sanctions are expected to be 
about 10 per cent more in 
1977. The new growth factors 
arising from exports and rural 
development are considered 
promising. 

The ICICI is planning to 
raise a EurO'dollar loan of 
dollar 20 million with the help 
of a consortium of inter¬ 
national banks, including the 
Chartered Bank, the City 
Bank and some banks in West 
Germany and Japan. The rate 
of interest on this loan will 
be one per cent above the 
Euro-dollar rate, which is 
currently quoted at 7.5 per 
cent. The World Bank sanc¬ 
tioned line of credit for US 
dollar 80 million in 1977. The 
Housing Development Finance 
Corporation, promoted by the 
ICICI, has made good pro¬ 
gress. The ICICI has already 
subscribed to Rs 50 lakhs 
shares, of HDFC, apart from 
a standby assistance of Rs 50 
lakhs of shares. The Inter¬ 
national Finance Corporation, 

Washington, will subscribe 
Rs 50 lakhs to the share 
capital. It has also agreed to 
make a matching contribution 
as is done by the ICICI. 

Besides HDFC will get a 
credit of 84 million from the 
IFC. 

Despite none too favourable 
trends for industrial invest¬ 
ment in general, gross sanc¬ 
tions of ICICI during 1977 


crores. Its gross income was crores. Equity dividend has 
higher at Rs 32.07 crores in been maintained at 12 per 
1977 against Rs 26.84 crores cent, 
in 1976. The pre tax profit was Mr H.T. Parekh, chairman, 
Rs 7.21 crores against Rs 6.20 told newsmen recently that the 
crores and the net profit at interest on bridging loans has 
Rs 4.51 crores against Rs 3.45 been reduced recently from 13 


If your company has 
some knotty 
^problems... 

★ High administrative costs 
^ Low return on capital 
Piling-up stocks 
^ Poor Plant utilisation etc. 
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Knotty problems like these exist in most firms. Even the most 
successful firms do have weaknesses. Usually many of these 
jfweaknesses remain unnoticed for a long time. 

This is where participation in Interflrm Comparison Studies can help 
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maximise profits. 
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from this novel management technique. You too can. 
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PROFITS WILL BE OVER ! 
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CENTRE FOR INTERFIRM COMPARISON 



TRADE DEVELOPMENT AUTHORITY. 

Bank of Baroda Building 
16 Parliamant Straat Naw DalbMIOOOl 
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to 12 por cent. He said tbere 
was no likdihood of lowering 
of other interest rates follow, 
ing the recent downward 
revision of bank deposit and 
advance rates. Mr Parekh 
stated that the term financing 
institutions would continue to 
get good business. As the 
industrial base was sufficiently 
large, existing units would 
need increased finance for ex¬ 
pansion and divetsification. He 
said the inflationary impact of 
the recent budget proposal, 
would be around three per 
cent this year. The recent redu¬ 
ction in interest rates should 
help new issues. 

Molins off India 

Molins of India has proposed 
to maintain an equity dividend 
of 10 per cent for 1977. Its 
turnover has dropped by about 
13 psr cent, from Rs 2.46 crores 
to Rs 2.13 crores and the gross 
profit from Rs S6.26 lakhs to 
Rs 29.07 lakhs. Out of the gross 
profit, depreciation claims 
Rs 9.96 lakhs (Rs 11.88 lakhs), 
the net tax provision Rs 11.60 
lakhs (Rs 24.82 lakhs) and the 
investment allowance Rs 5,000 
(Rs 10,000). The proposed 
dividend will absorb Rs 10 
lakhs. 

Coat Tyros 

Ceat Tyres of India has 
recorded a moderate rise in 
sates fn'inRs 71.93 crores in 
1976 to Rs 75.21 crores in 
1977. The gross profit, how¬ 
ever, has come down from 
Rs 3.08 crores to Rs 2.42 
crores for the year 1977. An 
equity dividend of 10 per cent 
has been declared and is pay¬ 
able on the enlarged capital 
resulting from the issue of 
55,660 equity bonus shares 
allotted in November 1976. 
The dividend for 1976 was 18 
per cent. After providing 
Rs 107.21 lakhs (Rs 107.17 
lakhs) for depreciation. 


R« 5:35 lakhs (Rs 15.76 lakhs) 
for investment allowance and 
Rs 78 l^hs (Rs 92 lakhs) for 
taxation! the net profit works 
out at Rs 51.35 lakhs 
(Rs 93.23 lakhs). Dividends 
will absorb Rs 44.53 lakhs 
(Rs 70.13 lakhs). After adju.st- 
ments, a sum of Rs 6.82 lakhs 
(Rs 75.88 lakhs) has been 
transferred to general reserve. 

RofcitMilb 

Rohit Mills has reported an 
increased gross profit of 
Rs 53.50 lakhs for 1977 againsi 
Rs 40.28 lakhs in the previous 
year. Sales have increased to 
Rs 16.85 crores from Rs 14.75 
crores. A higher equity divi¬ 
dend of Rs 13 per share has 
been recommended againsi 
Rs 12 paid last year. After pro¬ 
viding Rs 13.34 lakhs (Rs 13.05 
lakhs) for depreciation, Rs 1.45 
lakhs (Rs 4.75 lakhs) for invest¬ 
ment allowance reserve and 
Rs 11.05 lakhs (R& 10.50 lakhs) 
for taxation and after other 
adjustments, the net profit 
amounts to Rs 12.08 lakhs 
against Rs 12 lakhs last year. 

Anil Starch 

Anil Starch Products has 
reported improved working for 
1977. Net sales have risen from 
Rs 12.08 crores in 1976 ti> 
Rs 15 crores in 1977. The gross 
profit was up by 27 per cent 
from Rs 87.38 lakhs lo 
Rs 111.02 lakhs. An equity 
dividend of 18 percent (includ¬ 
ing a special dividend of three 
per cent) has been declared for 
1977. The additional special 
dividend of three per cent has 
been declared since due to in- 
adequacy of profits in 1975 the 
directors were constrained to 
reduce the dividend from 15 
per cent to 12 per cent. After 
providing Rs 31.18 lakhs 
(Rs 28.74 lakhs) for deprecia¬ 
tion Rs 40,000 (Rs 20,000) for 
development rebate^ Rs 5.30 


lakhs (Rs 50,000) for invest¬ 
ment allowance, the net profit 
has amounted to Rs32.14 lakhs 
(Rs 26.94 lakhs). Equity divi- 
dends will absorb Rs 18 lakhs 
(Rs 15 lakhs) and preference 
dividends Rs 35.000 (same). A 
sum of Rs 9.99 lakhs (Rs 11.08 
lakhs) has been transferred to 
general reserve. 

Otis Eisvator 

Mr Kcsliiib Mahindra, chair¬ 
man of Otis nicvator Co 
(India), told the annual meet¬ 
ing in Bombay recently that 
the company's bookings »n the 
first five months of the current 
year (October 1977 to February 
1978) were about 30 per cent 
higher than those in the same 
period of the previous year. 
Completion of works during 
the period was better by 13 or 
14 per cent as compared to the 
level ill the corresponding 
period of 1976-77. He saiil 
after llie previous year's 
encouraging performance, the 
company was posed to make a 
further headway in the current 
year. 

Press Metal 

Press Metal Corporation, an 
existing light engineering unit 
in Bombay, will issue on April 
6, 250,000 equity shares of 
Rs 10 each at par. The pro¬ 
ceeds of the fully undcrwriitcn 
issue will be utilised for financ¬ 
ing partly the cost of the new 
Rs 39 Jakhs project being set 
up at Madras, the cost of 
modernisation of the existing 
Bombay plant and for addi¬ 
tional working capital. 

The Madras unit is expected 
to be completed by August or 
September 1978 and the moder¬ 
nisation of the Bombay plant 
is expected to hz over in a 
year's time. The Madras unit 
will cater to the needs of com- 
pany's clients in the southern 
region including Ashok Ley- 


land as also to the vehicles 
factory of the Defence depart¬ 
ment at Jabalpur. 

The company has been the 
first Indian manufacturing unit 
to secure an order for supply 
of anodised aluminium trim 
components to be fitted as 
original equipment to cars 
manufactured by Renault of 
France. It has also received 
inquiries for various compo¬ 
nents from leading European 
auto giants, namely Volks- 
wagenwerk of West Germany 
and Chrysler of France. 

Modi Rubber 

Modi Rubber has achieved 
sales of Rs 70.77 crores during 
the year endid October 1977. 
The company has earned a 
profit of Rs 594.10 lakhs for 
the year. .After providing 
Rs 22.32 lakhs for depreciation 
and Rs 24.70 lakhs for invest- 
ment allowance, the net profit 
amounted lo Rs 247.08 lakhs. 
The unabsorbed depreciation 
as on October 31, 1977 

amounted to Rs 290.86 lakhs 
and development rebate icserve 
to Rs 449 lakhs making a total 
of Rs 739.86 lakhs. In the first 
quarter of the current year 
(Novcmbci 1977 to January 
1978), sales have amounted to 
Rs 19 crores. 

Modella Woollens 

Modelia Woollens, which 
proposes to maintain an equity 
dividend of 12 per cent for 1977, 
has encountered a setback in 
its operations for the year. Al¬ 
though its turnover consisting 
of sales and processing charges 
has improved from Rs 4.02 
crores in 1976 lo Rs 5.51 
crores in 1977, the gross profit, 
has dropped from Rs 76.67 
lakhs to Rs 65.35 lakhs, the 
principal reason for the fall 
being the loss iiyurrcd by 
the shoddy spinning unit at 
Thana. 
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Trends in India's 
foreign trade 


RECORDS 

AND 

STATISTICS 


According to the annual report of the ministry of Commerce for 1977*78. India's 
overall exports including re-exports during the year 1976*77 aggregated Rs 5143.35 
crores, registering an increase of about 27.2 per cent over the exports of the previous 
year. In the case of Imports, the increasing tempo of earlier year was reversed. 
Imports during the year totalled Rs 5074.36 crores showing a decline of 3.6 per cent as 
compared with Rs 5265.22 crores in the previous year. 


With signii icant growth in 
exports .ind fall in imports, 
India’s balance of trade during 
the year 1976-77 was favour¬ 
able to the extent of about 
Rs 68.99 crores in contrast 
with a deficit of Rs 1222.41 
crore.s in 1975-76. 

The latest available figures 
of India's foreign trade for the 
current year April-Dccem- 
ber 1977 reveal the increasing 
trend in exports. Overall ex¬ 
ports including re-exports dur¬ 
ing this period amounted to 
Rs 3952.44 crore.s, represent¬ 
ing a rise of 8.7 per cent over 
the performance in the cor¬ 
responding period of the pre¬ 
vious year. 

Protectionist Trends 

Thi.s has to be viewed in 
the context of growing 
trend towards protectionism 
in the developed countries 
and less favourable trading 
condition.s obtaining in world 
market. Moreover, in regard 
to certain essential and 
ma.ss consumption items like 
sugar, rice, oil/oilseeds, 
fresh vegetables and cement 
etc., it has been the govern¬ 
ment’s deliberate policy not 
to allow exports in order to sub¬ 
serve the priorities or domestic 
consumption. The performance 
of exports has been significant 
particularly in rc.spcct of items 
like lea, coffee, tobacco, 
cashew kernels, .spices, en¬ 


gineering goods and gems and 
jewellery etc. and of late jute 
manufactures are also report¬ 
ed to be doing well. 

Rise in Imports 

The imports during the first 
nine months tApril-Decembcr 
1977) at a provisional total of 
Rs 3917.92 crores were higher 
by about four per cent as com¬ 
pared to imports of R.s 3707.92 
crores in the corresponding 
period of the previous year. 
However, import figure is 
likely to undergo a substan¬ 
tial upward revision on receipt 
of supplementary returns, 
particularly in respect of pet- 
roleum and petroleum pro¬ 
ducts. 

The movement of exports, 
imports and balance of trade 
for the last five years has been 
given in Table I. 

Because of a sharp escala¬ 
tion in world prices of items 
like POL, food and fertilizers 
which had been the major im¬ 
ports of the country, there 
was phenomenal rise in the 
imports between 1973-74 and 
1975-76 from Rs 2,955 crores 
to Rs 5,265 crores. Imports 
successively increased by 58 
per cent in 1973-74 and by 53 
per cent in 1974-75 and by 
another 16.5 per cent in 1975- 
76. However, with the im¬ 
provement in the domestic 
production, particularly of 


foodgrains, fertilisers and 
iron and steel, the pressure 
on imports eased to a consi¬ 
derable extent during the year 
1976-77 with the decline of 
about 3.6 per cent. The year 
1976-77 thus marked a turn- 
ing point in fiidia’s external 
trade transactions. 

The relevant indices of ex¬ 
ports show that both in 1975- 
76 and 1976-77 (unlike 1973- 
74 and 1974-75) the growth 
in the value of exports was 
contributed comparatively 
more by increase in the volume 
of exports than the rise in the 
realisation of unit value. As 
against an increase of 4.2 per 
cent and 6.4 per cent in 1973- 
74 and 1974-75, the volume 
index of exports during 1975-76 
and 1976-77 increased by 
10.5 per cent and 18.4 per 
cent respectively. But in the 
case of unit value realisation. 


1973- 74 2935.37 

1974- 75 4518 78 

1975- 76 5265.22 

♦1976-77 5074.36 

(a) April ’77- 

Dcc77 3917.92 

April ’76-Dcc 76 3767.70 


the trend was different. With 
the slackening in the buoyancy 
in world market^ the increase 
in the unit value realisation 
from exports during 1975- 

76 and 1976-77 was of the 
order of only 7.7 per cent 
and 6.6 per cent whereas the 
increase was 21.7 per cent 
in 1973-74 and 25.4 per cent 
in 1974-75. 

The rate of increase in the 
unit value of imports has 
generally exceeded the increase 
in the unit value of exports 
resulting in a continued deterio¬ 
ration in net terms of trade. 
However, with the reduced 
volume of imports accompa¬ 
nied by slight f^all in the unit 
value of imports during 1976- 

77 the deterioration in net 
terms of trade, suffered in the 
previous year, was arrested in 

1976-77. The relevant indices 
of export/imports arc shown in 
Table II. 

The commodity-wise trends 
of exports pertaining to the 
year 1976-77 indicate improve¬ 
ment in the value of exports 
of a number of items of both 


2523.40 

(-)431.97 

3328.83 

(-)! 189.95 

4042 81 

(*-)l222.4l 

5143.35 

(+)68.99 

3952.44 

(-|*)34.52 

3637.12 

(—)! 30.58 


•Revised to date (a) Provisional. 


Tahie I 
Foreign Trade 


(Rs crores) 


Year' 

period 


Imports 


Exports Balance of trade 
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primary aad manufactured 
predicts. During the year 
1976-77 as compared to 1975- 
76 the exports witnessed an 
impressive rise particularly 
in respect of items like cotton 
textiles including cotton appa¬ 
rel from Rs 371.5 crores to 
Rs 603.2 crores or by 62.4 per 
cent, engineering goods from 
Rs 413.0 crores to Rs SS4.4 
crores or by 34.3 per cent, 
handicrafts including gems 
and jewellery from Rs 252.0 
crores to Rs 404.8 crores or by 
60.7 per cent, leather and 
manufactures including foot¬ 
wear from Rs 220.7 crores to 
Rs 290.2 crores or by 31.7 pjr 
cent, oilcakes from Rs 106.6 
crores to Rs 256.5 crores or 
by 140 per cent, fish from 
Rs 127.2 crores to Rs 180.6 
crores or by 42 per cent, che¬ 
mical and allied products 
from Rs 85.3 crores to 
Rs 109.5 crores or by 28.3 
per cent, coffee from Rs 66.7 
crores to Rs 125.8 crores or 
by 88.7 per cent (Tabic III). 

Unfavourable Conditions 

The trading conditions in 
international markets during 
1976-77 continued to be un¬ 
favourable particularly in 
respect of major exports like 
jute manufactures and sugar. 
The world prices for sugar, 
registered a marked decline 
during the year and the unit 
value realisation from jute 
manufactures, too, declined 
further. Exports of sugar dec¬ 
lined from Rs 472.3 crores in 

1975- 76 to Rs 148.1 crores in 

1976- 77. During the same 
period exports of jute manu¬ 
factures fell from Rs 250.9 cror¬ 
es to Rs 200.8 crores. There 
was also decline in the exports 
of silver to the extent of about 
19 per cent from Rs 187.9 
crores in 1975-76 to Rs 151.5 
crores in 1976-77 (Table IV). 

The commodity-wise data 

IMniN lOWNMqST 


for the first half of 1977-78 
iodi(;ate a mixed trend. During 
this period exports showed a 
rising trend is respect of items 
like tea, coffee, spices, tobacco, 
cashew kernel, iron ore, chemi¬ 
cal and allied products, cotton 
fabrics, jute manufactures, 
carpets, precious and semi¬ 
precious stones, machinery 
and transport equipment and 
metal manufactures etc. On 
the other hand, exports exhi¬ 
bited weakening trend in 
terms like sugar, oil/oilseeds, 
vegetables and fruits, cotton 
raw, cement, iron and steel, 
ready made garments, leather 
and leather manufactures and 
silver. The decline in some of 
these mass consumption cate¬ 
gory owed to the government's 
policy not to allow exports 
at the cost of home consump¬ 
tion. 

Substantial Rise 

Following a substantial rise 
during 1974-75 and 1975-76, 
India’s overall imports during 
1976-77 at Rs 5074.36 crores 


port equipment (-(-13 per cent), 
non-ferrous metals (-1-59 per 
cent), raw cotton (-(-356 per 
cent), edible oils (-1-549 per 
cent), chemicals, elements and 
compounds (-(-17 per cent), 
paper and board (-1-8 per cent), 
synthetic and regenerated fibres 
(-l-370per cent), plastic mate¬ 
rial (-1-40 per cent) and raw 
wool (-1-8 per cent). These in¬ 
creases in imports were, how¬ 
ever, offset by decline in im¬ 
ports of a number of other 


items. These included mainly 
cereals and cereal preparations 
(—•35 per cent), fertilisers manu¬ 
factured (—58 per cent), iron 
and steel (—29 per cent), 
manufactures of metals (—9 
per cent), precious and semi¬ 
precious stones (—4 per cent), 
raw cashewnuts (—46 per 
cent). 

The provisional figures of 
imports for the first three 
quarters of 1977-78 (April- 
Dccember) placed overall im- 


Table II 

Indicies of Exports and Imports 

(Baseyear 1968-69-100) 


Year Unit value Quantum Terms of 

--trade 

Export Import E,xport Import (Net) 


1972-73 

120 

97 

120 

99 

124 

1973-74 

146 

133 

125 

114 

106 

1974-75 

183 

239 

133 

100 

77 

1975-76 

197 

280 

147 

99 

70 

1976-77 

210 

278 

174 

97 

76 


T.ABii; III 

Items Showing Inercase in Exports 


showed a decline of about 3,6 (Rs crores) 

per cent. The combined imports 

of three major groups viz., 1976-77 April-Scptember 


foodgrains, POL and fertilisers 


manufactured accounted for 
about 58 per cent of India’s 
total imports during 1975-76. 



1976 

1977 

Tea 

293.1 

113.0 

267.6 

But their share declined to 49 

Coffee 

125.8 

59.2 

122.8 

per cent in 1976-77. Due to 

Spices 

74.8 

20.8 

45.3 

improvement in domestic out¬ 

Tobacco 

96.8 

74.0 

86.4 

put the share of foodgrains 

Chshew kernel 

106.0 

68.9 

106.4 

declined from 25.5 per cent in 

Iron ore 

238.5 

93.8 

102.5 

1975-76 to 17.3 per cent aad 

Chemicals and allied products 

109.5 

48.2 

62.5 

fertilisers manufactured from 

Rubber and rubber mfrs. 

11.5 

12.9 

13.9 

8.9 per cent to 3.9 per cent. In 

Cotton fabrics 

266.7 

112.8 

122.3 

the case of POL there was. 

Cotton yarn 

31.6 

11.9 

12.5 

however, increase in share 

Carpets 

71.3 

29.1 

40.2 

from 23.3 per cent to 27.8 per 

Jute manufactures 

200.8 

85.0 

111.5 

cent. 

Wood cork manufactures thereof 

31.5 

11.7 

13.2 

Precious and semi-precious stones 

287.0 

91.3 

204.2 

In terms of absolute value 

Machinery and transport equipment 298.8 

141.2 

150.6 

the items which showed in¬ 

Metal manufactures 

157.0 

75.9 

87.4 

crease during 1976-77 as com¬ 

Coir manufactures 

24.0 

11.2 . 

11.4 

pared to 1975-76 included 

Feeding stuff for animals 

256.5 

93.6 

106.9 

mainly POL (-1-15 percent). 

Fish 

180.6 

87.9 

88.1 

machinery (-1-9 per cent),trans- 
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ports at Rs 3917.92 crorcs, an 
increase of about four per cent 
as compared to the level of 
imports of Rs 3767.70 crores 
in the corresponding period of 
the previous year. However, 
these import figures are likely 
to undergo an upward revision 
considerably on the receipt of 
complete returns in respect of 
government accounts. 

The composition of import 
statistics for the first half of 
1977-78 indicates a sharp dec¬ 
line in cereal and cereal pre¬ 
parations to Rs 42 crorcs from 
Rs 479 crorcs in April-Stptem- 
ber 197fi. Imports of POL, 
iron and steel and non-ferrous 
metals and to some extent 
machinery and transport equip¬ 
ment also showed decline. The 
Import Policy for the year 
1977-78 was further made 
liberal so as to meet the re- 
quircmcnls of economy for 
imported law materials, com¬ 
ponents, spares and equipment 
as well as augmenting the 
availabiliiy of certain mass 
consumption items in short 
supply. In view of (his it is 
quite likely that the present 
decline in imports of items 
pertaining to raw materials, 
machinery and transport equip¬ 
ment and oilier maintenance 
imports during the first half 
may be reversed in the second 
half of 1977-78. 

i:diblc Oils 

Imports were particulary 
heavy in the case of edible oils, 
cotton, inan-madc fibres in 
order to enhance domestic 
availability and thereby to 
control prices of these items. 
The other items like chemicals, 
elements and compounds, 
medicinal and pharmaceuticals, 
paper and paper board, plastic 
materials, fertilisers manufac¬ 
tured, rough precious and 
semi-precious stones also show¬ 
ed increases in varying degrees. 

Import licences worth Rs 


5375 crorcs were issued during 
ApriJ‘D 2 ccmber 1977 as aga¬ 
inst Rs 2825 crores in the 
corresponding period of 1976. 
Of the licences issued in April- 
October 1977 about 75 per 
cent were against free foreign 
exchange, taking advantage of 
the comfortable foreign ex¬ 
change position. 

The trend of imports in 
respect of principal items/ 
groups for the last three years 
is indicated in Tabic V. 

Marked Increase 

The year 1976-77 was mark¬ 
ed by increase in India’s ex¬ 
ports to almost all the regions 
(»f the world but the rise was 
most impressive in the case of 
exports to west Europe parti¬ 
cularly to liCM and rest of 
Asia and Oceania. Exports to 
ECM increased by 64 per cent 
from Rs 851 crorcs in 1975-76 
to Rs 1394 crorcs in 1976-77. 
The increases in exports to 
otlier regions/sub-regions were 
—rest of \vc.4 Europe by 51 
per cent from Rs 140 crorcs to 
Rs 212 crorcs, I-SCAM by six 
per cent from Rs 1182 croics 
to Rs 1250 crorcs, rest of Asia 
and Oceania by 71 percent 
from Rs 341 crorcs to Rs 582 
crorcs, Africa by 15 per cent 
from Rs 271 crorcs to Rs 311 
crorcs, North America by 11 
per cent from Rs 563 crores to 
Rs 626 crorcs and to cast 
Europe by 11 per cent from 
Rs 657 crorcs to Rs 732 crorcs. 

Ihc UKconlinucd to be the 
biggest market for Indian pro¬ 
ducts in ECM followed by 
Federal Republic of Germany, 
the Netherlands, France, Italy, 
Belgium, Denmark and Ireland 
in 1976-77. Exports to the UK 
during 1976-77 amounted to 
R$ 521 crores as compared 
with Rs 420 crorcs in 1975-76 
i.e. an increase of 24 per cent. 
The principal items of India’s 


Tadlo IV 

Items Showing DecUne in Exports 

(Rs crores) 

April-September 

1976-77 - 

1976 1977 


Sugar 

148.1 

89.6 

10.5 

Oilseeds 

71.2 

37.5 

2.3 

Cotton raw 

27.0 

26.6 

0.10 

Ores and minerals other than iron 
ore, manganese ore etc. 

55.2 

24.7 

21.5 

Manganese ore 

19.1 

5.1 

2.3 

Mica 

17.4 

8.4 

8.4 

Mixed vegetable oils and fats 

50.1 

33.67 

10.5 

Leather and leather manufactures 

264.1 

135.1 

121.3 

Cement 

28.8 

9.5 

16.7 

Iron and steel 

292.3 

188.4 

137.6 

Readymade garments 

265.0 

161.5 

145.3 

Footwear 

29.5 

12.1 

3.83 


Taui I. V 

IndiaN Imports of Prinicpal Commodities 

(Rs crores) 


April-Scplembcr 

S No. Commodities 1975-76 1976-77- 

1976 1977 


1. (Cereals & ccrcal pre- 



parations 

1342.8 

878.6 

478.83 

42.32 

2, 

Edible oils 

15.50 

100.61 

38.18 

333.62 

3. 

Colton raw 

28.2 

NA 

14.09 

96.91 

4. 

Synthetic and regenerated 
fibres 

6.4 

30.1 

2.51 

NA 

5. 

Minerals, fuels, lubricants 
and related products ] 

1226.0 

1412.1 

651,74 

504.32 

6. 

IVrliliscrs manufactured 

469.4 

197.7 

55.11 

58,38 

7. 

Pearls, precious and 
semi-precious stones 

83.87 

80.64 

76.46 

147.83 

8. 

Iron and steel 

311.9 

220.5 

122.95 

91.90 

9. 

Non-ferrous metals 

100.4 

159 8 

72.12 

62.17 

10. 

Chemicals, elements and 
compounds 

117.37 

137.21 

62.70 

74.60 

11. 

Machinery 

777.5 

845.8 

399.27 

384.92 

12. 

Transport equipment 

157.1 

176.8 

70.11 

64.52 


BA8TBld*t BCONOmST 


670 


MAKCH 31.1978 





exports to this area induded 
tea, tobacco, leatha, cotton 
nMdinfaotares, clothing, oilcakes 
and more recently machinery 
and transport equipment and 
chemicals, etc. 

In the region of North 
America, the USA is a predomi¬ 
nantly important market whose 
offtake during 1976-77 amount¬ 
ed to Rs 576 crores, showing 
an increase of about 11 per 
cent over the exports in the 
previous year. 

The principal items of exports 
to the USA included jute manu¬ 
factures, clothing, cotton manu¬ 
factures, fisfa, coffee, sugar, 
leather and leather manufac¬ 
tures, manufactures of metals, 
tea, precious stones, iron and 
steel machinery and transport 
equipment, chemicals, etc. 

Over 60 per cent of India’s 
total exports to east Europe is 
absorbed by USSR. Exports 


to the USSR daring 1976-77 at 
Rs 446 crores, increased by 
about 11 per cent over the ex¬ 
ports of Rs 417crores in 1975- 
76. India’s main exports to 
USSR during 1976-77 compris¬ 
ed tea, jute manufactures, 
leather and leather products, 
cotton manufactures, tobacco 
and spices. In the sphere of 
non-traditional sectors like 
machinery and transport equip¬ 
ment, iron and steel, clothing 
and chemicals, the demand from 
the USSR has tended to be 
significant. Next to the USSR 
the other important markets of 
the region included Poland, 
Czechoslovakia, ODR, Roma¬ 
nia, Bulgaria and Hungary. 

Exports to African region 
increased by about 15 per cent 
during 1976-77 as compared to 
previous year. Arab Republic 
of Egypt is the biggest buyer of 
Indian goods in this region fol¬ 
lowed by Sudan, Nigeria, Tan- 


zhnia, Kenya, Libya, Mauri- 
tins and Zambia, in 1976-77. 

The offtake by Asia and 
Oceania during 1976-77 in¬ 
creased by about 20 per cent. 
In the case of ESCAP, the in¬ 
crease was about six per cent 
fromRs 1182 crores m 1975- 
76 to Rs 1250 crores in 1976- 
77, whereas in respect of rest 
of Asia and Oceania the rise 
was as much as 71 percent 
when exports rose from Rs 341 
crores to Rs 582 crores. Japan 
which alone accounted for 44 
per cent of total exports to 
ESCAP in 1976-77 was follow¬ 
ed by Iran and Australia with 
shares of 12 per cent and five 
per cent. At a total of Rs 544 
crores in 1976-77 India’s ex¬ 
ports to Japan witnessed an 
increase of 26 per cent over the 
previous year. Ores and fish 
constitute the ihajor items in our 
exports to Japan. The other 
items includej cte manufactures. 


tobacco, iron and steel, pearis, 
precious and semi-ptecioas 
stones and cashew kernels. 
Our exports to Iran, however, 
suffered a set-back in 1976- 
77 when exports declined from 
Rs 273 crons in 1975-76 to 
Rs 146 crores in 1976-77. This 
decline was mostly on account 
of steep fall in the exports of 
sugar. 

India’s exports to rest of 
Asia constituting mostly West 
Asian countries have been ex¬ 
panding in recent years. Of 
India’s total exports to this 
region during 1976-77 ARE 
accounted for 28 per cent, 
Kuwait 20 per cent, Saudi 
Arabia 13 per cent and Iraq 8 
per cent. As compared to 1975. 
76, exports to ARB inenased 
by about 152 percent from 
Rs 66 crores to Rs 167 crores, 
Kuwait by 148 per cent from 
Rs 47 crores to Rs 117 crores, 
Saudi Arabia by 27 per cent 


ANOTHER MILESTONE BY *ISARC’ IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 

& WROUGHT PRODUCTS: 

• Resistance Welding Electrodes & Olscs-Rolled, heat-treated upto 650 mm in 
dia and 50 mm In thickness 

• Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm in dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 


Please send your enquiries to : 



THE INBIAN SMELTING A 

REFINING GO. LTD. 


m 


(Nen-Ferroua Division) 

Cable 1 LUCKY, Bhandup, 
Bombay. 

Phone 1 584381 


L.B. Shastri Marg, Bhandup, Bombay-400 078 
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from Rs 60 crons to Rs 76 
crons but in the case of Iraq, 
exports declined by 26 per cent 
from Rs 64 crores to Rs 47 
crons in 1976*77. With subs¬ 
tantial increase in oil nvenues 
consequent on the increase in 
oil. prices, oil producing count- 
tries of the West Asia have 
embarked on massive plans of 
development involving develop¬ 
ment of infrastructure and 
industries. This has created a 
big market for supply of goods 
as will as services. 

Sign.iflcant Development 

A significant development in 
India’s external trade with 
west Europe particularly ECM 
has been a shift from a deficit 
of Rs26S crores in 1975-76 to a 
surplus of Rs 482 crores in 1976- 
77. It has been unusual that 
this time India’s exports to 
ECM exceeded the level of im¬ 
ports. The relative share of 
ECM in India’s total exports 
significantly improved from 21 
per cent in 1975-76 to 28 per 
cent in 1976-77. Alike 1975-76 
India’s foreign trade continued 
to maintain some amount of 
surplus in respect of east 
Europe, ESCAP and African 
region and deficit in her trade 
with North America and rest 
of Asia and Oceania. 

The trading conditions in 
international market were less 
favourable in 1977-78. The 
directionwise statistics of exports 
for the first half of 1977-78 
indicated slowing down in the 
growth rate of exports with all 
the regions except with east 
Europe. During April-Septem- 
ber 1977 as compared with 
Aprii-September 1976 India’s 
exports to ECM increased by 
about only five percent, to 
ESCAP five per cent and to rest 
of Asia and Oceania by 16 per 
cent. The growth rate of ex¬ 
ports remained almost the same 
at about 14.7 per cent in the 


ease of Afrim and about 11.2 
per cent in tbb case of North 
America. Thp trend of exports 
was, however, very encourag¬ 
ing in the case; of east Europe 
when the expoets during April- 
September 1977 at Rs 475 
crores indicated an increase of 
30 per cent over the exports of 
Rs 365 crores in April-Septem- 
ber 1976. The increase was 
particularly noticeable in 
India’s exports to USSR where 
the rise was of the order of 
about 53 per cent from Rs 225 
crores to Rs 346 crores (Table 
VI). 

India’s external economic re¬ 
lations witnessed further streng¬ 
thening of bilateral relations 
with neighbouring countries like 
Bangladesh, Nepal, Burma, 
Sri Lanka, Afghanistan and 
Iran, and opening up of trade 
channels with Pakistan and 
China. 

Normalisation of trade with 


IPsople’s Rqniblic of China 
was reflected in 1977 by way of 
trade contacts and exchange. 
As a result of Indian partici¬ 
pation in the Canton fi^rs 
(April-May 1977 and October- 
November 1977), the volume 
of trade contracted with China 
amounted to Rs 3.94 crores 
consisting of import of zinc, 
antimony metal and mercury 
and exports of pig iron and 
shellac. Indo-Pakistan trade 
which was resumed in 1975 and 
earlier restricted to the state 
trading agencies of both sides 
was thrown open to private 
trade with effect from July 15, 

1976. The trade relations have 
undergone further changes as 
a result of trade review talks 
between India and Pakistan 
held in New Delhi during April 

1977. India’s exports to Pakis¬ 
tan during the year 1976-77 
amounted to Rs 8.97 crores. 
The trade has tended to expand 
and during the first six months 

Table VI 

Direction of India’s Foreign Tra 


of 1977-78 exports readied 
a levd of Rs 8.0 crores. Mq)0r 
items of exports from India to 
Pakistan ate tea, engineering 
goods, iron and steel mmiufac- 
tures, coal, cement and betel- 
leaf, etc. Efforts are under¬ 
way to diversify India’s imports 
from Pakistan and new items 
are being identified. During 
the first half of 1977-78 exports 
to Bangladesh were valued at 
Rs 25.63 crores. 

Exports to Nepal during 
1976-77 were of the value of 
Rs 51.66 crores and during 
the first half of 1977-78 exports 
amounted to Rs 24.31 crores. 
The offtake of Sri Lanka has 
been rising. India’s exports to 
Sri Lanka which amounted to 
Rs 23.10 crores in 1975-76 
increased to Rs 39.35 crores 
in 1976-77 and during the first 
half of 1977-78 exports to that 
country stood at Rs 24.36 
crores. 


(Rs crores) 


Region 

Exports 

Imports 

1975-76 1976-77 April-Sept. 

1975-76 1976-77 April-Sept. 



1976 1977 

1976 1977 


I. 

West Europe 

992 

1605 

689 

705 

1256 

1123 

549 

740 


(i) ECM 

851 

1394 

598 

626 

1096 

965 

488 

639 

II. 

Asia and Oceania 

1523 

1834 

789 

851 

1777 

1994 

922 

859 


(i) ESCAP 

1182 

1250 

545 

572 

1064 

1195 

533 

572 


(ii) Rest of Asia A 
Oceania 

341 

582 

241 

279 

713 

799 

389 

287 

Hi. 

Africa 

271 

311 

168 

193 

114 

215 

93 

140 

IV. 

America 

583 

649 

318 

352 

1552 

1235 

640 

475 


(i) North America 

563 

626 

305 

341 

1517 

1189 

612 

408 

V. 

East European countries 657 

732 

365 

457 

566 

502 

217 

178 
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Green signal for imports 

The import policy for the year ending March 31, 1979, and the export policy for the 
same period, announced by the minister of Commerce on April 3, have been greeted 
with general satisfaction, although there were no pleasant surprises of a major order. 
The government has been under continuous criticism for not showing enough imagi¬ 
nation or initiative in utilizing the inflow of foreign exchange resources for stimulating 
current economic activity or building up the basic development potential. Over the 
past 12 months the concerned ministries have been quite unable to think of, in a 
systematic manner, significant schemes for the profitable employment of invcstible re¬ 
sources in the form of foreign exchange assets. It is no doubt true that import licences 
worth Rs 5,37S crores were issued during April-December, 1977, as against Rs 2,805 
crores in the corresponding period of 1976. It is also true that, of the licences issued 
during the nine months ended December, 1977, about 75 per cent were against free 
foreign exchange. All the same most of the major decisions liberalizing imports were 
taken on an ad hoc basis in response to immediate compulsions, such as domestic 
shortages of essential commodities-^for instance, edible oils or industrial raw 
materials. 

For the greater part of 1977-78, the various ministries were really groping for 
ways and means of taking advantage of the easier foreign exchange position for the 
good of the national economy. Here, the Finance ministry's failure to provide leader¬ 
ship was conspicuous and the public therefore was not surprised when Mr H.M. Patel 
disclosed in his budget speech on February 28 this year that government plans for 
drawing down the foreign exchange reserves by Rs 800 crores had proved still-born. 
Actually the foreign exchange assets had moved up from Rs 2,715 crores as on 
March'18, 1977 to Rs 3,632 crores as on March 17, 1978. Against this background, 
Mr Mohan Dharia would have damned himself irreparably had his ministry continu¬ 
ed to drag its feet with regard to an organized liberalization of import policy, not 
merely in grudging acceptance of the more acute needs of the economy but in positive 
response to its opportunities for growth. It may be said to his credit that, having 
realised the risk, he has made a valiant attempt to avoid rt. 

It would of course have not been wise for him to throw the doors of trade policy 
wide open for imports. Although there has been a steady improvement in our foreign 
exchange reserves, they still need to be husbanded wisely so that unexpected adverse 
changes on either side of the foreign trade ledger may not take us by surprise. A 
country as dependant as India is on the fortunes of its agricultural sector for its 
general economic health, clearly needs to provide itself with a reasonable margin of 
foreign exchange reserves over proximate import needs. Again, with international 
trade beset with currency disturbances and hesitant growth trends in many industrial 
countries and threatened consequently by the growth of protectionism, the govern¬ 
ment has to be reasonably circumspect in regulating its balance of trade. Although 
remittances from abroad, particularly from Indians gone to work in Gulf countries, 
may keep arriving in considerable amounts for some years, it cannot be taken for 
granted that this tide will continue at its current order ofRs 1,500 crores. Finally, 
over a period of nearly three decades, a large number of industries has been establish¬ 
ed in this country behind a Berlin Wall of customs duties and import controls and 
while the time has certainly come for their being exposed to international competition, 
the process has to be smooth and orderly. The new import policy, by and large, has 
manfully tried to pay heed to this variety of obligations placed on it. 

The most striking feature of this policy is the liberalization of the import of 
capital goods. A number of items under this classification has been added lo the very 
short list of capital goods hitherto qualifying for import under Open General 
Licence. It has also been decided, rather daringly, to permit applicants to call global 
tenders, to the case of capital goods for specified industries or projects, irrespective of 



whether some of the plant or equipment 
sought to be imported is manufactured 
indigenously or not. To protect the 
interests of the manufacturers of capital 
goods now being exposed to foreign com¬ 
petition, certain reasonable safeguards have 
been provided. There is also the protec¬ 
tion of import duty of 40 per cent, which 
however may have to be reviewed in due 
course in the light of the effectiveness of 
the policy of liberalizing the import of 
capital goods. 

rupee finance 

The Finance minister staled in his 
budget speech that a consortium of banks 
and public financial institutions would be 
set up to provide special financial facili¬ 
ties to industrialists for importing capital 
goods so that the utilization of foreign 
exchange in this manner might not be 
impeded by the inability of these indus¬ 
trialists to raise rupee finance in the pre¬ 
vailing credit and investment situation 
within the country. It is an open secret, 
however, that the Finance minister incor¬ 
porated this proposal in his budget speech 
simply on the strength of his acceptance 
in principle of the suggestions which were 
made to him by business leaders in the 
weeks preceding the presentation of the 
central budget. As a result, the details of 
the scheme are yet to be announced 
although nearly two months have passed 
since his budget speech. Surely the Finance 
ministry and the Reserve Bank of India 
cannot be expected to be complimented 
on the expedition with which tiiey arc 
processing this project. Despite the import 
policy changes now announced, the actual 
import of capital goods will gather 
momentum only after the connected facili¬ 
ties have been set up so that industrialists 
may actually be in a position to take 
advantage of the removal or relaxation of 
import controls. 

The new import policy has also paid 
attention to the loosening of restrictions 
on the import of raw materials, compo¬ 
nents, consumables and spares by actual 
users (industrial). Here reliefs are pro¬ 
vided both through policy decisions and 
procedural reforms. However, there are 
already instances of import liberalization 
relating to raw materials for industry not 


being free from anomalies. The man¬ 
made fibre industry generally—and, in 
partlettlar, the manufacturers of viscose 
filament yam—have been hit adversely by 
tariff burdens in competing with imports 
which are now being permitted freely. 
The Commerce ministiy, however, pro¬ 
poses to have these matters looked into. 
Remedial action should not be delayed 
much longer. Meanwhile the question 
will be asked whether greater imagination 
cannot be shown by the government in 
profitably utilizing some part of the fo¬ 
reign exchange reserves on a bold and for¬ 
ward-looking import policy for some key 
commodities and materials. For instance, 
there is a case for placing raw cotton and 
raw jute under Open General Licence. 
Should this be done, it would however be 
necessary to allow regulated exports of 
certain descriptions of raw cotton. Again, 
the question of building buffer stocks of 
metals such as copper, lead, and zinc 
should be purposefully explored in view 
of the favourable world prices obtaining 
for these materials at the present time. 
These buffer stocks should 1% organized 
by official agencies on their own or in 
collaboration with representative organi¬ 
zations of major industrial users. 


export promotion policy 

The sustained practice of a progressive¬ 
ly liberal import policy will naturally be 
conditioned by the country’s ability to 
maintain a steady growth of exports. 
Based on the provisional export data, 
exports, including re-exports, totalled 
Rs 3,952 crores during the first nine 
months of the year ending December 1977, 
showing a growth of 8.7 per cent over the 
corresponding period of the previous 
year. This export performance is satis¬ 
factory only in the context of the conti¬ 
nued recessionary situation in the world 
economy and the protectionist action 
taken by the industrial countries, parti¬ 
cularly in the EEC, against further 
large growth of imports of manufactured 
goods, notably textiles from the develop¬ 
ing countries. That exports for the full year 
of 1977-78 will probably fall short of the 
target of Rs 5,700 crores by about Rs 300 
crores is certainly far from reassuring. 
Viewed in the light of the trends of growth. 


which may be needed in the coming years 
for making the foiei^ trade sector sufitei- 
entlyx^e, the iiQportanoe of policies for 
promoting export capacities cannot be 
lightly regarded. 

compinx problem 

The government may therefore be con¬ 
gratulated on its decision to examine the 
present structure of subsidies in greater 
detail before pruning it. The problem is 
clearly more complex than those who are 
condemning export subsidies outright 
would have the public believe. While it 
is true that India’s economy has developed 
a growing range of production, both as a 
competitor and as a potential partner for 
the developed world, there are still many 
impediments in the way of Indian indus¬ 
tries graduating to adult status in inter¬ 
national trade. It is only painstaking 
identification and elimination of the handi¬ 
caps which Indian manufacturers have 
to struggle with in achieving optimum 
scales of production or sufficient economies 
of costs that will make it possible for the 
government to arrive at a sound judgment 
on the extent and the nature of special 
facilities India’s export production is en¬ 
titled to. 

The Commerce minister has conceded 
that the government’s policy of giving 
preference to domestic consumption over 
exports is already coming in the way of 
the country hitting export targets. While 
the shortages or high prices of essential 
commodities need to be avoided within 
the country, it is possible to argue that the 
minister has been favouring an unduly 
restrictive approach to the regulation 
of certain exports. For instance, the re- 
trictions placed on tea exports do seem 
to be excessive. While there is a case to 
be made out for the regulation of the tea 
trade for the greater benefit of the domes¬ 
tic consumer, it may be far more helpful to 
deal with the problem in terms of the ratio¬ 
nalisation of certain parts and processes 
of the marketing of tea within the coun¬ 
try. In any case, the government’s con¬ 
cern for ensuring the adequate availability 
of essential goods for the people should 
clearly lead to emphasis being placed on 
stepping up the production or the capacity 
or both of export-oriented industries, or 
industries which have a significant export 
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or potential. In tbis sense, the 
artificial ceilings on capacity planned for 
industries, such as textiles or sugar, can 
only do harm* Similarly, the government's 
io-built prejudices against MRTP or 
foreign firms are bound to come in the 
way of the considerable resources of these 
business entities being pressed into the 
service of the export sector. 

The Industry minister is probably too 
wet behind the ears to know that practi¬ 
cally all the shortages of essential, manu¬ 
factured goods, which the country has 
been forced to suffer from time to 
time all these years—whether it is a steel 
shortage, a cloth shortage, a cement shor¬ 
tage or a sugar shortage—have been the 
predictable and precise consequence of 
government policies which, with one 


The IMPORT policy for 1978-79 has three 
major characteristics. First, it is more 
liberal than the policy for the preceding 
year. Second, all licensing work has been 
decentralised except for capita] goods 
licences exceeding Rs 10 lakhs caoh. 
Third, a number of procedural changes 
have been introduced so as to simplify 
the import of goods. What is significant 
is that the new policy has been evolved to 
strengthen the development programme 
set out in the draft Plan for the next five 
years. 

But this does not mean that the list of 
banned items has been abolished. It is 
still there as a part of the new import 
policy. Fourteen different categories of 
capital goods including cinema machinery, 
printing machinery, textile machinery, 
textile testing equipment etc are on the 
list of banned items. Similarly, chemicals 
and allied items numbering more than 
700 are not allowed to be imported. The 
list of electronic items and professional 
grade electronic components whose import 
is banned, is pretty long. The chemical 
and allied items whose import is absolu¬ 
tely banned, have also been listed. 
However, the lists of (a) capital goods 
allowed under the open general licence 
and (b) restricted items, have been 


motive or another, have consistently obs¬ 
tructed current production or the growth 
of capacity in the organised industrial 
sector. Even so, it must not be difficult 
for him or his colleagues in the govern¬ 
ment to realise that the liberalization of 
economic policies cannot afford to be 
narrow-minded or short-sighted. For in¬ 
stance, it is not enough for Mr Fernandes 
to free medium industries from industrial 
licensing, as he proposes to do, if his real 
intention is only to ensure that his minis¬ 
try is more free to strengthen its squeeze 
on the large-scale industrial sector, parti¬ 
cularly the MRTP or foreign firms. This 
country does not have such an abundance 
of entrepreneurial or managerial resources 
that it can afford to let this government 
dissipate significant concentrations of it. 


expanded. In the case of iron and steel 
industry, there is a small iist of banned 
items Ixit the list of restricted items is 
long. The number of canalised items has 
been reduced to 65 only. 

The import of capital goods of a wide 
variety has been liberalised keeping in 
view the interests of domestic manufac¬ 
turers, but at the same time an element 
of competition has been introduced so 
that the indigenous suppliers may improve 
the quality of their products and reduce 
their prices. For capital goods concerning 
projects associated with such industries 
as fertilizers, newsprint and paper, basic 
drugs, basic technical materials for pesti¬ 
cides and weedicides. power generation, 
transmission and distribution; mineral 
cxpldration, mining and beiieficiation; 
petroleum exploration and production; 
petrochemicals up to the stage of poly¬ 
mers; manufacture of professional grade 
electronic components; sugar; and cement 
and cement products, the applicants will 
be allowed to call global tenders and the 
selection of suppliers will be subject to 
scrutiny by a committee set up in the 
ministry of. Heavy Industry. Decision in 
regard to imports will be made by com¬ 
paring Indian and foreign offers. In the 
case of successful Indian bids, imports of 


machinery, if any, would be permitted 
without any further indigenous clearances; 
the customs duties for these imports 
would be the same as are applicable to 
the equipment. 

Rules for the import of samples and 
prototypes have been altered so as to 
facilitate their acquisition by actual users. 
Samples valued up to Rs 10,000 which 
are supplied free of charge are allowed to 
be imported under the open general 
licence. The regional licensing autho¬ 
rities can issue licences for the import of 
samples and prototypes valued up to 
Rs 50,000; beyond this monetary ceiling, 
the applications will need to be directed 
to the Chief Controller of Imports and 
Exports. The. import of samples or 
prototypes for product development will 
be thus permitted without reference to 
cost provided the scheme for the produc¬ 
tion of an item is approved by the appro¬ 
priate government authority. 

import of spares 

The import of computers (and their 
spares) however is in a class apart. With 
the exit of the International Business 
Machines (IBM) from the country, the 
burden for the' maintenance of the IBM 
computers has falllen on the Computer 
Maintenance Corporation (CMC)—a 
public sector undertaking—which has also 
been designated as the procurement 
agency for spares, tools and test equip¬ 
ment in respect of all maintenance systems. 
The import of spares has been permitted 
up to three per cent of the c.i.f. value of 
imported computer systems which should 
be more than sufficient to keep the com¬ 
puters in working condition. In the case 
of indigenously manufactured computers, 
spares up to half per cent of the sale 
price are permitted under open general 
licence. The special prccedurc which 
already exists for the import of a com¬ 
puter system having c.i.f. value of five 
lakhs of rupees or more, has not been 
changed. The actual users have to apply 
as hitherto for the import of a computer 
system through the department of Elec¬ 
tronics. 

The actual users (industrial) will be 
allowed to import their needs of raw 
materials, components, consumables and 
spares in three different ways. First, there 
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are the open general licences under which 
such items as are *‘in conformity with the 
provisions of the industrial licences or 
registration certificates’^ will be allowed 
to be imported. Second, automatic licences 
would be provided if applications are 
made to the regional licensing authority 
in the prescribed form along with a certi¬ 
ficate by a chartered or cost accountant 
regarding the consumption of imported 
raw materials, components and consum¬ 
ables in 1977-78. In the case of small- 
scale units whose licences were for 
Rs 50.000 or less in 1976-77 or 1977-78, 
automatic licences will be granted on a 
repeat basis without reference to previous 
consumption. If, however, consumption 
in the earlier years is proved, there will 
be an increase of 10 per cent. But the 
indusuial licence of every unit specifies a 
ceiling on capacity. What will a unit do 
with this extra 10 per cent import licence 
unless simultaneously the capacity sanc¬ 
tioned is also increased? However, this 10 
per cent increment will be beneficial to 
units which might have operated at less 
than optimum capacity in 1976-77 or 
1977-78. 

canalised items 

Third, for canalised items, no release 
order will be needed by actual users from 
the licensing or sponsoring authority; 
they may register their twelve months' 
requirements with the canalising agency 
with earnest money equivalent to two 
per cent of the sale value or Rs 50,000. 
whichever is less. As there will be no last 
date for an actual user to register his 
requirements, the period for delivery may 
extend the period of the policy. 

The export-oriented units in particular 
have received a special treatment in the 
import policy. Here, the actual users 
(industrial) having registered exports in 
1977-78 at 50 per cent or more of their 
production, will be entitled to supple¬ 
mentary automatic licences up to 50 per 
cent of their total licences without refe¬ 
rence to the sponsoring authority. Only 
where additional imports are needed, the 
assistance of the sponsoring authority 
may be sought. 

Even a new unit may apply for import 
licences, but in this case, the recommenda¬ 
tion of the sponsoring authority is neces¬ 


sary^ The maximum value of any licence 
win be three lakhs of rupees in the case of 
a small-scale unit. However, if the unit is 
located in a backward area or is being set 
up by a graduate or diploma-holder or by 
an ex-serviceman belonging to a scheduled 
caste or scheduled tribe, the value of the 
licence will be raised to five lakhs of 
rupees. And what is more, such a unit 
will be accorded preferential treatment 
in the allocation of canalised items. 

Barring consumer goods, all other 
equipments, raw materials, components 
and spares are allowed to be imported 
under the open general licence by the 
non-industrial actual users subject to 
certain conditions. Not only research and 
development laboratories, research insti¬ 
tutions, hospitals etc are covered under 
this category but the commercial establish¬ 
ments are also included. The recommenda¬ 
tion of the concerned government 
authority Is needed in such cases. For 
instance, in the case of the import for an 
electronics item for a value of five lakhs 
of rupees or more, the clearance of the 
department of Electronics is essential. 

The provisions stipulated for the 


import of permissible spares by actual 
users (industrial as well as non-industrial) 
have, been liberalised. The indigenous 
manufacturers of capital goods can now 
obtain supplementary licences for spares 
at the rate of 0.1 per cent of their three 
years’ sales so as to be able to provide 
after-sales service to the customers. The 
actual users (non-industrial) such as 
research and development units, hospitals, 
institutions of higher education recognised 
by the government are now allowed to 
import without an import licence their 
needs of spares, both permissible and not 
permissible, without any value limit **in 
terms of the provision of open general 
licence”. Thus, the new import policy is 
designed to assist all establishments, 
industrial or non*industrial, in the pro¬ 
curement of their legitimate needs of 
spares. Surely, with the new guidelines, 
no establishment will be under strain due 
to the paucity of spares. 

In the case of iron and sted items, 
supplementary licences will be permitted 
but only with the approval of the sponsor¬ 
ing authority. The facility of importing 
banned items up to 10 per cent **can be 
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luid within each of the said categories only 
acd not inter 3e*\ Any failure on this 
cooint will attract penal action under law. 
Also, all items of iron and steel to be 
jn^orted should be of prime quality only; 
scrap and defective material would not be 
allowed to be imported. 

A word about canalisation. As stated 
earlier, the number of canalised items has 
been reduced to 65 only. While each 
concerned agency will import the items in 
its chaige under the open general licence, 
no release orders will be required by 
eligible actual users from the licensing or 
sponsoring authority for getting these 
requirements. For instance, newsprint is 
canalised through the State Trading Cor¬ 
poration (STC) while the sponsoring 
authority is the Registrar of Newspapers. 
Any newspaper which is eligible as an 
actual user of newsprint can now approach 
the STC directly for the allocation of 
newsprint without reference to the 
sponsoring authority. In order to super¬ 
vise the working of canalisation, two 
committees are proposed to be set up. 
The first one will be known as the moni¬ 
toring committee and the second one will 
be designated as the pricing committee. 
Both these committees will be chaired by 
the Chief Controller of Imports and 
Exports while the representatives of the 
ministries of Finance, Commerce, Steel, 
etc will be its members. 

different procedure 

The public sector enterprises have 
been so far following a procedure which is 
different from the one prescribed for 
private parties both in regard to actual 
user and capital goods licences. The new 
policy has provided for the same facilities 
and procedures to both. 

Then, there are certain items which are 
imported not by actual users but by 
dealers for stock and sale. Dry fruits, 
dates, spices, pulses etc are covered 
under this head. The import of these 
products is open to all persons under the 
open general licence but each importer 
will be governed by the conditions 
stipulated by the goverment. 

For the import of animals, plants and 
plant materials, two conditions are impos¬ 
ed. First, such imports should be in 
accordance with the provisions of the 


Convention on international trade in 
Endangered species of wild fauna and 
flora. Second, applications for import 
should be supported by the sponsoring 
authority. For example, in the case of 
importing cattle, sheep etc for breeding 
farms, the relevant aulhority is the minis¬ 
try of Agricultuie on whose recommen¬ 
dation alone the Chief Controller of Im¬ 
ports and Exports will issue the import 
licence. 

The present comfortable foreign ex¬ 
change resources position is partly due to 
the remittances being sent every day by 
Indians living abroad or the foreign ex¬ 
change savings brought to this country by 
Indians returning from abroad. The 
latest import policy provides a number 
of incentives for Indians living abroad 
who cither wish to return to this country 
and set up a new industrial unit or to 
invest in new issues of new companies 
without returning to this country. 

facility for oxpatriates 

Indians returning to this country are 
now entitled to import capital goods up 
to Rs 25 lakhs *<without indigenous 
clearance/’ out of their savings of foreign 
exchange. Also, raw materials, com¬ 
ponents, consumables and spares would 
be allowed to be imported in the first 
year with value up to five lakhs of 
rupees. In subsequent years, such a unit 
will be required to comply with the pre¬ 
vailing import policy. 

In order to encourage investment in 
Indian companies by persons of Indian 
origin living abroad, permission has 
been given for investing up to 20 per cent 
of new issues in new companies **with 
the right of repatriation of capital and 
dividend.*’ The only limitation is that 
such investment will not be allowed in 
22 industries with relatively low priority 
in the industrial policy of this country. If, 
however, the investment in a new com¬ 
pany is made without availing of the 
right of repartriation of capital and divi¬ 
dend, there is no prescribed limit for 
investing in the equity capital of the new 
company. In order to facilitate matters in 
this regard, the assistance of the Invest¬ 
ment Centre may be sought. 

Special consideration has been accord¬ 
ed to the import of gifts. For a gift 


valued at Rs SOO, no customs clearance 
permit is needed. In the case of a gift 
worth Rs 2,000 permit will be issued by 
the regional licensing authority. For 
higher values^ only the Chief Controller 
of Imports and Exports will issue permits. 
For articles received as gifts for personal 
use, no appication fee is required to be 
paid. 

import roplonishmant 

The registered exporters will continue 
to enjoy certain facilities in regard to 
import replenishments of materials need¬ 
ed in the manufacture of products which 
are exported. The value of the import 
replenishment (REP) licence varies from 
one per cent to 80 per cent of the value 
of exports. The highest percentage at 
80 of the replenishment licence has been 
fixed in regard to the export of cut and 
polished diamonds. And the items per¬ 
missible for import have been indicated 
against export product. While REP 
licences arc valid **within the value of 
the licence”, samples valued up to 
Rs 10,000 are allowed to be imported, 
though two other conditions are also 
attached. First, the import of each type 
of sample will be restricted to two. 
Second, certain products such as TV sets, 
air conditioners, refrigerators, cooking 
ranges, washing machines etc. (the number 
of such products is 17) will not be allowed 
to be imported under the replenishment 
licences. However, to assist the register¬ 
ed exporters (whose exports each year 
are Rs 10 lakhs or more) in streamlining 
their offices, the import of such office 
machines as electric typewriter, electri¬ 
cally operated calculation machine, photo 
copying machine, dictaphone etc. is 
permitted. Also, the sale of a wide 
variety of goods including jewellery to 
foreign tourists by registered exporters 
will earn them the replenishment licences. 
Despite all the care taken in the formu¬ 
lation of the import policy for registered 
exporters, some hardship might be caused 
to registered exporters. Such cases of 
hardship may be re-examined, on appli¬ 
cation, by the committee of export 
promotion officers under the Chief 
Controller of Imports and Exports, 

Export houses have come to occupy 
an important position in the export effort 
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of this country. Like registered expor¬ 
ters, they have enjoyed certain privileges 
hitherto which will be continued in 1978- 
79. The Reserve Bank of India will 
allow an export house to utilise foreign 
exchange up to 2.5 per cent of exports 
in 1977-78 for promotional activities and 
import of testing instruments and 
equipment needed for packing, tagging 
and other activities. 

In addition, a number of changes have 
been initiated in procedural matters so 
as to reduce unnecessary paper-work. 
In order to operate an import licence, 
there will be no need in future for a 
separate letter of authority. The rep¬ 
lacement of goods damaged in transit 
can be made without an import licence or 
customs clearance licence. Also, there 
will be no restriction on the transferabi¬ 
lity of replcnishm:nt licences from per- 


The export policy for the current financial 
year, announced by the minister for 
Commerce, Mr Mohan Dharia, on April 3, 
makes some expected noises. It has been 
framed in line with the philosophy of the 
Janata party, which has three principal 
objectives relating to exports. These 
arc (i) minimising of social costs of 
exports, (ii) removal of unnecessary 
hurdles in the way of export trade in 
general, and (iii) fostering of the exports 
of the small-scale sector the development 
of which is to be accelerated in terms of 
the objective of eradicating unemployment 
in a period of about 10 years. 

The setback to exports last year, in the 
sense that the rate of growth tended to go 
down significantly—from 25 per cent to 
just around nine per cent—although in 
actual value, the exports during the nine 
months to December regis'eredan improve- 
menl to Rs 3,952.44crores from Rs3,637.12 
crorcs during the corresponding period in 
the previous year, has not deierrcd the 
governnunl from continuing with the 
deliberate policy of regulating, restricting 
or evLMi completely stopping the shipments 
of several items of mass consumption such 
as sugar, fresh vegetables (including onions 


son to person. The facilities for sending 
equipment and other items overseas for 
repair and return have been decentralised 
and a licence for this purpose would be 
issued without scrutiny. 

The age-old institution of established 
importers has been done away with since 
it will be an anomaly in the new 
scheme of things. Already the establish¬ 
ed importers' role in the import policy 
had been drastically reduced. In 1977-78 
(up to January 1978), the value of import 
licences issued to established importers 
was Rs 30.13 crores out of a total of 
Rs 5,965.81 crorcs. While some estab¬ 
lished importers would feel irked by their 
elimination from the import policy for 
1978-79, the extension in the OGL list and 
the liberalised import policy enunciated by 
the government will more than make up 
for the loss of this category of importers. 


and potatoes), vegetable oil, oilseeds, 
groundnut extractions, rice, pulsc-s and 
cement. This is being done in the interest 
of containing the prices spiral. 

Ostensibly, the above should suggest 
that the government is not as keen on 
exporting and earning foreign exchange as 
had been the case till about two years ago, 
since when large remittances by Indians 
abroad and considerable dwindled imports 
of such materials as metals (both ferrous 
and non-ferrous) and foodgrains have 
contributed to our foreign exchange 
position becoming quite comfortable. The 
regulation or stopping of exports of the 
items of mass consumption cost the 
country's foreign exchange earnings to 
the tunc of Rs 375 crorcs during April- 
December, 1977, as compared to this 
period in 1976. But if note is taken of 
the fact that imparting of stability to 
domestic prices makes our position more 
competitive in the world markets, which 
are experiencing a much higher rate of 
inllation, the above loss need not be 
grudged. 

it is encouraging, of course, to note that 
the government is not dogmatic in the 
pursuit of its policy towards exporting 


items of mass consumption. This policy 
is pursued primarily when conditions of 
scarcity arise. Adjustments are made in 
it whenever they are warranted. A perti¬ 
nent case that can be cited in this connec¬ 
tion is that of exports of sugar and gur. In 
spite of slump in the international sugar 
market, exports of this commodity, which 
were stopped last year, have been allowed 
to be resumed following a marked improve* 
ment in the supplies in the domestic 
market as a result of bumper sugarcane 
crop and an equally impressive output of 
sugar during the current season. Exports 
of gur too were banned last year when its 
prices for the domestic consumer were 
high. They have been resumed in the last 
few weeks. The same policy is proposed 
to be followed in the case of potatoes and 
onions should their prices at the growers' 
level go down unreasonably. 

policy consideration 

Most of the items permitted for exports 
continue to be on Open General Licence 
in the new policy. No export licences arc 
required in such cases. An improvement 
that has now been effected is that customs 
will henceforth allow the exports of per¬ 
mitted items, subject to the prescribed 
procedures and conditions, without the 
central authorities at New Delhi spccifi. 
cally coming into the picture. In regard 
to these exports, the overall policy consi¬ 
deration of improving the unit value, 
either through canalisation or through 
stipulation of the minimum export prices, 
of course, is being adhered to. Canalisa¬ 
tion has obviated cut-throat competition 
amongst exporters to the disadvantage of 
tlu country. Similar has been the effect 
of the fixation of minimum export price 
obligations for particular items. 

The government has shown the same 
pragmatism in regard to exports of cana¬ 
lised items as it has envinced in the case 
of the regulation of exports of articles of 
mass consumption. As a result of this, 
exports of kuth, goat hair patties, knit¬ 
wear (woollen and mixed), barytes, foot¬ 
wear and HRW pipes have been decanalis- 
ed. In the case of footwear, the minimum 
export price obligation for particular 
varieties has been prescribed. 

In respect of the exports of the decentra- 
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tiled industrial sector, the new policy is a 
marked improvement over the one follow¬ 
ed hitherto. Special consideration is pro¬ 
posed to be shown to the exports of items 
manufactured by the small-scale, tiny and 
cottage industries effected by export 
houses. The minimum export performance 
limit for the grant of export house certifi¬ 
cates has been set lower in the case of 
small-scale manufacturers as well as con¬ 
sortia of small-scale units. The export 
houses which export products manufactur¬ 
ed by the decentralised sector arc to be 
provided greater weightage for these 
exports as compared to their exports of 
the products of larger units. In addition 
to the replenishment licences granted to 
export houses on their own exports, addi¬ 
tional licences will be given to them this 
year, calculated at five per cent of the 
exports made last year of select products 
manufactured by large-scale units plus 
33j per cent of the exports of select pro¬ 
ducts manufactured by small-scale, tiny 
and cottage industries. 

licensing decentralised 

The policy towards export houses has 
been liberalised greatly even otherwise. 
Licensing of these houses has been decent¬ 
ralised to places where their offices arc 
located. The coverage of the RBI scheme 
of providing foreign exchange facilities 
to them has been widened and the limit 
raised to Rs 5 lakhs. Beyond this limit, 
the expenditure will be debited to the con¬ 
cerned REP licence as at present. The 
REP licences issued to export houses or 
transferred to them by other registered 
exporters can henceforth be used by them 
not only for the import of items appearing 
in the respective licences but also the 
capital goods placed on the open 
general licence, subject to actual user 
condition, as well as the raw materials, 
components and spares allowed to be 
imported under OGL for industrial actual 
users. They can be sold however only to 
persons eligible to secure such items. 

The additional licences granted to 
export houses in terms of their ex¬ 
ports of select products manufactured by 
the small-scale, tiny and cottage indust¬ 
ries and also select products produced by 
large-scale units will be valid for the im¬ 
port of items in the restricted list for 
actual users, except some of those specially 


identified in this context. Import of any 
single item under this provision is not 
to exceed one lakh of rupees in value. 
These goods can be sold to the eligible 
actual users. 

The policy concerning registered expor¬ 
ters, similarly, has been liberalised signi¬ 
ficantly. The distinction between mer¬ 
chant-exporters and manufacturer expor¬ 
ters has been removed in respect of the 
nature and quantum of REP licences. 
Three more items have been allowed for 
direct import by registered exporters even 
though their imports for actual users re¬ 
main canalised. The obligation on the 
part of exporters of gems and jewellery 
to purchase 20 per cent of their require¬ 
ments of rough diamonds through the 
Minerals and Metals Trading Corporation 
has been removed in the interest of boost¬ 
ing expoits of cut and polished diamonds. 
The import provisions made in the case 
of electronic items, spectacles and gog^des 
and stainless steel products can be ex¬ 
pected to step up the exports of these 
items, particularly from the small-scale 
sector The system of advance licens¬ 
ing has been made operationally faster 
and functionally more competitive. The 
.system of taking a joint bond between 
a merchant-exporter and a nominated 
manufacturer for the issue of advance 
licences to execute specific export orders 
has been extended so as to help the 
canalising agencies increase exports. 

The policy of setting up 100 per cent 


export-oriented industries has not been 
abandoned. Along with the promoters 
of 13 other industries or projects of vital 
interest to the country, the investors in 
export-oriented industries will be allowed 
to invite global tenders for their require¬ 
ments. 

Yet another important provision made 
in the new policy is the making of the 
organisation of the Director-General of 
Foreign Trade (hitherto that of the 
Chief Controller of Imports and Exports) 
as the focal point for dealing with the 
problems of exporters, maintaining liaison 
for this purpose with other ministries 
concerned and also for investigating com¬ 
plaints from foreign buyers against them. 
The purpose of this provision is to shift 
the emphasis from regulation of e.xports 
to systematically developing them. ft. 
however, remains to be seen whether in 
the pursuit of this new emphasis, cons¬ 
cious efforts would be niade to keep up 
exports, even though on a limited scale, 
of items which do not fall under the cate¬ 
gory of mass consumption to make the 
presence of the country felt in the world 
markets. Switching on and switching off of 
exports is not always desirable in the long¬ 
term interests. A well planned strategy 
has to be follo^^ed in this connection. 

Jt is heartening that notwithstanding 
the policy of ultimately doing away with 
cash assistance for exports, which is cost¬ 
ing the central exchequer about Rs 400 
crorcs per annum, no change in general 
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Statements about the food position latterly, 
have tended to be increasingly cheerful. Recently, 
the favourable import availabilities and better 
internal procurement led the Food Minister to 
make the categorical announcement that there 
would be no famine in the country. A favourable 
development of recent weeks is the buiding up of 
a sizeable reserve, information on which was not 
available when we wrote on the subject last. 
With the building up of a reserve the Food 
Administration’s effective handling of an emer¬ 
gency will be more feasible and therefore it may 
be readily conceded that in so far as the shor¬ 
tages of supplies are concerned the worst is over. 
But this conclusion is subject to the very impor¬ 
tant qualification that this balance in our food 
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budget docs not provide us a clue as to whether 
or not there is a big gap as between food require¬ 
ments or needs and food supplies. This, however, 
is no new phenomenon. Even before the war 
some 30 per cent of our population was victim to 
malnutrition and under feeding. This situation if 
anything has w'orsened during the war and it is 
therefore, very important to emphasize the point 
that our so called balance in the food budget is 
only an illusion. This indeed needs to be dinned 
into Auihority’s ears; for their seems to be a fair 
amount of complacency in certain, quarters and 
the belief seems to have gain-^d ground that if 
large scale deaths from starvation arc avoided 
there is nothing more to worry about it. 
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hag been proposed in the new policy. 
This ctf h assistance, in fact, is a misno¬ 
mer. It is provided to compensate the 
exporters for various taxes, such as 
octroi, sales tax, etc., at the interme¬ 
diate stages of manufacture, which cannot 
be concretely quantified. The assistance 
being provided currently should go down 
significantly as a result of the proposed 
abolition of octroi. The same, however, 
cannot be said in respect of sales tax. 
Compensation on this score to exporters, 
thus, will have to be continued. Care, 
of course, has to be taken to control the 
malpractices which have developed into 
this system and to make the disburse- 


The MiESS note issued by the government 
of India on the import-export policy for 
1978*79 said that “public relations will 
be given the utmost importance in the 
new system”. Mr Mohan Dharia, Com¬ 
merce minister, in his statement in the 
Lok Sabha, announced that, in order to 
help industry and trade, it had been decid¬ 
ed to have public relations officers in 
each licensing office to assist and guide 
the applicant in the scrutiny of his appli¬ 
cation before submitting it. He added 
that this arrangement would “considerably 
overcome irksome deleys in disposal”. 
The Commerce minister's statement seems 
to suggest that the task of the PROs will 
be confined to help businessmen in pre¬ 
paring their applications properly. This 
procedure will, of course, facilitate to 
some extent the expeditious disposal of 
applications for licences. But should not 
the PROs have a wider role? 

Mr Mohan Dharia said that the new 
policy “is easy to read, simple to under¬ 
stand and less than a third in sheer size 
of the previous one.” Even so, business¬ 
men, especially those engaged in the small 
scale, tiny and cottage sectors, will need 
clarification, guidance and assistance on 
various aspects of the import and export 
policy and procedure. Therefore, the 
PROS should perform not merely the 


meats on this account less cumbersome. 

Hie recasting of the procedure appli- 
caUeto exports of commodities within 
limited ceilings on “first come-first-served 
basis” is quite judicious. It should assist 
outstation parties to participate in export 
trade in an effective manner. 

Overall, the new export policy reflects 
a welcome trend towards liberalisation in 
the economic sphere. Industry and trade 
should certainly rise to the occasion and 
increase exports. But a decisive role 
will have to be played by government 
policies for augmenting exportable sur¬ 
pluses by means of raising production and 
productivity. 


routine function of scrutinising applica¬ 
tions but also assist importers and ex¬ 
porters with correct information regard¬ 
ing the implementation of the new policy. 

The need to assign more responsibilities 
to the PROs arises also from the new role 
of the Chief Controller of Imports 
and Exports. His designation has 
been changed into Director-General of 
Foreign Trade. His office will perform 
not merely the licensing and regulatory 
functions but will also undertake various 
other activities relating to the development 
of foreign trade. According to tbe press 
note, “Its new tasks will include Import 
management and analysis of data on trade 
and prices. It will be a focal point for 
dealing with the various problems faced 
by exporters, maintain liaision for this 
purpose with other ministries concerned 
and also investigate the complaints receiv¬ 
ed against Indian exporters from foreign 
buyers”. But what exactly is meant by 
“import management” which the office 
of the director-general is expected to 
undertake? How is it going to ensure 
coordination with the other official agen¬ 
cies such as STC, MMTC, TDA and 
export promotion councils in analysing 
the data on trade and prices? What about 
the complaints made by Indian importers 
against foreign supplies? Will this office 


investigate into them as well? In order to 
enlighten the public on these aspects and 
to edalfie the Director-General of Foreign 
Trade to perform his role effectively, it 
will be desirable to entrust the PROs 
with more powers and fonctions than vtdtat 
is envisaged in the new polii^. 

unambiguous policy 

The PROs will be able to serve the 
public well only if the policy itself is free 
from ambiguities. For instance, cash 
assistance is one major aspect on which 
exporters would like to have authoritative 
information. The Alexander committee 
had recommended that there should be 
stability in this regard in order to create 
more confidence and enthusiasm among 
exporters. But the new policy is vague in 
this matter. Mr Mohan Dharia has said 
that it is proposed to review the system 
of cash assistance in the context of the 
Alexander committee's report and take 
appropriate decisions. 

Recently, confusion prevailed in 
the jute industry in Calcutta over 
the continuance of cash assistance. 
Reports from New Delhi suggested 
that the cash assistance had been 
reduced or withdrawn for certain cate¬ 
gories of jute goods but the office of the 
Jute Commissioner was not able to con¬ 
firm or contradict them. In January this 
year, the payment of cash assistance was 
suddenly suspended without telling the 
public why this was done and when it was 
likely to be resumed. In situations like 
these, what can the PROs do when the 
ministry itself is not clear about the 
policy? 

It was expected that the new import 
and export policy would remain valid for 
three years, as recommended by the 
Alexander committee. But the government 
has not implemented this proposal. 
Mr Mohan Dharia told Lok Sabha: 
“There is need to impart stability to our 
trade policies and procedures. During the 
next three months, a committee under the 
chairmanship of Secretary (Technical 
Development) will entertain suggestions 
and recommendations and submit its 
views to the government, on the basis of 
which necessary modifications could be 
made. Tbe policy now being announced 
formally for one year could then be ex- 
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tended for n longer duratloii*\ It is not 
clear from this statement what this com¬ 
mittee is expected to do. For instanoCp. 
will it consider representations from 
industry for (he decanalisatioQ of more 
items or about changes in the scheme of 
cash assistance? The government should 
spell out the terms of reference of this 
committee so that the public will confine 
its suggestions only to those aspects 
which it is competent to deal with. 

The need for an intelligent programme 
of public relations assumes greater impor¬ 
tance in the context of the government's 
anxiety to encourage the small entrepre¬ 
neurs, to develop backward areas, to 
persuade technically qualified people to 
return to India, and to promote the ex¬ 
port of new products. Mr Dharia said: 
“Since 1947 our exports have increased 
more than ten-fold. In addition, thou- 
sands of new industrial units have emerg¬ 
ed in different parts of our country. Our 
export-import trade is now considerably 


Although, on provisional assessment, 
the total turnover of the State Trading 
Corporation (STC) during 1977-78 has 
shown an increase of only nine per cent 
over the previous year's figure—from 
Rs 976 crores to Rs 1,059 crorcs— 
there has been a marked improvement 
in its profitability. The trading profit 
for the year is estimated around 
Rs 34.4 crores, as against Rs 26.5 crores 
in the previous year, and other income 
at Rs 8.2 crores, as against Rs 6.5 crores. 
The gross profit, thus, has gone up from 
Rs 32.1 to Rs 42.6 crores. After making 
the necessary adjustments, the profit 
before tax is calculated to have gone up 
to Rs 35.9 crores from Rs 26.6 crores in 
1976-77 and the profit after tax to 
Rs 12.5 crores from Rs 9.4 crores. This 
is despite the fact that the corporation 
had to incur a loss of Rs 2.13 crores on 
account of price support operations for 
rubber and seedlac. The profit on exports 
is stated to average around one per cent 
of the turnover and on imports up to four 
per cent. Could it be that the gain in 
profitability was due to the more efficient 


diversified in terms of commodities, sectors 
and regions”. He explained that ‘^a radi¬ 
cally new system has been evolved so that 
our industry, agricultare, commerce and 
science and technology advance with the 
utmost speed and confidence”. 

The government expects that in 
1978-79 the number of applications 
for import licences is likely to 
decline to about one lakh from 
3.5 lakhs in 1977-78 and that the new 
procedure will considerably speed up their 
disposal. This task will be facilitated if 
there is more clarity and stability in the 
policies and the public is taken into 
confidence regarding the changes pro¬ 
posed to be made on the basis 
of the recommendations of the commit¬ 
tee to be set up under the chairman¬ 
ship of the Secretary (Technical Develop¬ 
ment)* The Commerce ministry therefore 
should give more importance to public 
relations than what is indicated in the 
new policy. 


utilisation of interna] resources, particu¬ 
larly in financing stocks? 

The overall exports of the STC during 
1977-78, of course, suffered considerable 
setback; they amounted to just approxi¬ 
mately Rs 555 crorcs, as against the 
target of Rs 785 crores and actual exports 
worth Rs 666 crorcs in the previous year. 
There is, however, a heartening fact about 
them. It is that the exports of non- 
canaliscd items went up impressively by 
54 per cent—from Rs 160 crores to 
Rs 247 crores, as against the target of 
raising them to Rs 172 crorcs. The 
serious setback to overall exports was 
caused by the dwindled shipment.^ of 
canalised items. They aggregated to just 
Rs 308 crores, as against a target of 
Rs 613 crorcs and the 1976-77 shipments 
of Rs 506 crores. 

This should evoke optimism about the 
future performance of the STC as further 
decanalisation of exports in the near 
future is not ruled out in terms of the 
Janata party’s philosophy. Export earn¬ 
ings from non*canali$ed items have shown 
an impressive increase not only due to 


the larger quantities exported but also 
owing to the incresise in the unit value of 
several items. The major increases in the 
non-canalised exports were in such items 
as coffee, jute products, finished leather, 
footwear components, spices, ready-made 
garments, cotton textiles and manu¬ 
factured products processed by small- 
scale industries. 

setback to exports 

The setback to canalised exports was 
caused primarily by lower exports of 
sugar, scmi-processed leather, cenunt, 
castor oil, etc., cither as a deliberate 
policy under government direction or 
owing to other factors affecting world 
trade. Sugar exports, for instance were 
envisaged to go up from Rs 152 crores in 
1976-77 to Rs 180 crores, but actually 
they were effected to not more than Rs 16 
crorcs. Exports of cemmt at Rs 16 
crores, similarly, showed a decline by 
Rs 17 crorcs compared to the previous 
year and as much as Rs 24 crorcs in 
terms of target set for 1977-78. The 
exports of castor oil amounted to about 
Rs 25 crores, as against the target of 
Rs 42 crores and the 1976-77 exports of 
Rs 31 crorcs, and those of semi-processed 
leather to Rs 117 crorcs, as against the 
target of Rs 130 crorcs and the previous 
year's exports of Rs 155 crorcs. Exports 
of rice were contained to just Rs 3 crorcs, 
as against the target of Rs 7 crorcs and 
the previous year's earnings of Rs 6 
crores. There was also a significant short¬ 
fall in the exports of footwear—from a 
target of Rs 50 crores and the previous 
year’s exports of Rs 30 crores to just 
around Rs 25 crorCvS. The primary reason 
for this is said to be the severe winter in 
Europe, which aifecied the sales of sandals 
and chappals. Exports of shoes, of course, 
were well maintained. 

With a view to stepping up exports, 
particularly of non-canalised items', the 
corporation is not only strengthening its 
organisational work but is also attempt¬ 
ing to go in a big way for direct trading 
rather than on an agency basis. This ap¬ 
plies especially to the products of the 
small-scale industrial sector and agricul¬ 
tural produce. Small beginnings in this 
direction have already been made in 
regard to tobacco and products of small- 
scale manufacturers. Efforts are also 
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being made to introduce STC’s own brand 
names. It has already been done to some 
extent in the case of sports goods, foot¬ 
wear and processed foods. Assistance is 
being provided by the STC to small-scale 
industries for organising themselves into 
viable groups so that they can develop 
into a reliable supply b.ise. A number 
of new items of small units has been 
identified for export in collaboration with 
the Development Commissioner (Small- 
Scale) Industries. The small units are 
being assisted for improving their techno¬ 
logy in the interest of quality. 

Several new items have been introduced 
by the STC in Europe. These include ins¬ 
tant coffee, pjckdgcd tea, tapioca chips 
and dried mushroom. New markets arc 
being tapped for several products—Japan 
for coffee, China for shellac, the USSR for 
gramophone records and Canada for high 
value leather shoes. A breakthrough is 
claimed to have been achieved in the 
exports of leather garments to Hungary. 

Imports by the corporation during 
1977-78, showed a marked increase to 
Rs 493 crorcs from Rs 301 crorcs in the 
previous year. They were targetted to go 
up to Rs 375 crores. Bulk of tlie increase, 
however, was accounted for by edible oils 
in the case of which a buffer stock of one 
lakh tonnes has already been built, com¬ 
prising 40,000 tonnes of rapeseed oil, 
30,000 tonnes of soyabean oil, I0,(XK) 
tonnes of palm oil and the remainder of 
groundnut and other oils. 

edible oil imports 

Imports of edible oils last year were of 
the order of slightly over five lakh tonnes, 
as against the normal imports of one to 
1.5 lakh tonnes, fo meet the requirements 
of the current oil year ending in October, 
the STC is understood to have already 
made arrangements for about 80 per cent 
of the cstiiiuile.i n^cds. Quite judiciously, 
it had entered into agreements for imports 
before the prices started moving up a few 
weeks ago. The corpjraiion i.s confident 
that it Will be able to meet its comniit- 
m'^nts to the vaiuispiti industry and also 
help stabilise the price* of edible oils in 
general. In view of the good mustard 
crop, the pressure of importing further 
large quantitie.s of oils, apart from those 
already contracted, may not be there. 
The oils storage capacity, particularly 


near the consuming centres, is being 
strengthened. Sizeable imports of cement, 
to meet the current shortage of this build¬ 
ing material, have also been arranged. 

So far as the domestic market is con¬ 
cerned, besides going in for buffer stock/ 
price support operations in the case of 
seedlac and natural rubber, the STC was 
able to bring down the prices of free-sale 
sugar through the release, under govern¬ 
ment direction, of about 8,000 tonnes 
from its godown stocks of approximately 
47,000 tonnes. Exports of sugar have not 
been resumed as yet, although the STC 
has received authorisation for them, as the 
international market is very depressed at 
present and arrangements are also being 
made to adjust the export strategy to 
meet the foreign buyers’ package pre¬ 
ference. Shipments in 50 kgs. standard 
type lined bags arc envisaged in future 
instead of in 100 kg. jute bags. Efforts 
are as well being made to select supplies 
from specific factories for separate ship¬ 
ments so that the complaints about mixing 
of supplies of different qualities from 
different factories can be obviated. 

operating costs 

The operating costs of the corporation 
are claimed to have been well contained, 
of course, in consonance witli the growing 
volume of its turnover and the needs of 
holding a buffer stock of oils. Except 
for the ratio of stocks to sales, which 
nearly doubled last year because of 
oil operations, all the otJier important 
operational ratios showed a significant 
improvement over the previous year. 
Trading profits as a percentage of sales 
went up from 2.6 to 3.2 and profit before 
tax as a percentage of sales fro.*!! 2.7 to 
3.4. Overheads as a percentage of sales 
were maintained at the previous year’s level 
of 0.8. The ratio of debtors to sales came 
down from 1.2 per cent to 0.9 per cent. 

The total turnover of the STC group as 
a whole increased last year to Rs 1,305 
crores from Rs 1,187 crorcs in 1976-77 
and profit after tax to Rs 17.1 crores from 
Rs 13.7 crores. The loi.iI exports of the 
group amounted to Rs 656.2 crores, as 
against Rs 759.7 crorcs in the previous year, 
and imports aggregated toRs 633.2 crorcs, 
as against Rs 414 crores. The domestic 
sales were of the order of Rs 15.6 crores, 
a.s Against Rs 13.5 crores. The gross profit 


amounted to Rs 62.4 crores, as against 
Rs 49.8 crores. The net worth of the 
group as a whole went upto Rs 78.7 crores 
from Rs 64.9 crores and that of the STC 
alone to Rs SS.6 crores from Rs 46.2 
crorcs. The trading profit of the group 
as percentage of sales improved from 3.4 
to 3.9 and profit before tax as percentage 
of sales from 3.2 to 3.6. 

performance of subsidiaries 

Amongst the subsidiaries, the perform¬ 
ances of the Handicrafts and Handloom 
Corporation, the Cashew Corporation, 
the State Chemicals and Pharmaceuticals 
Corporation and the Central Cottage 
Industries Corporation were more or less 
satisfactory, but that of the Projects and 
Equipment Corporation received some 
setback. The exports of this subsidiary 
aggregated to only Rs 34.8 crores, as 
against the budgetary target of Rs 60 
crores and actual exports in 1976-77 of the 
extent of Rs 40.2 crores. Imports on the 
other liand, however, were higher at 
Rs 5 2 crores, as against the target of 
Rs 3.0 crores and the previous year's 
imports of Rs 1.5 crores. The trading 
profit went down to Rs 1.6 crorcs from 
Rs 2 crorcs in the previous year and the 
1977-78 target of Rs 2.3 crores and the 
gross profit to Rs 2.1 crorcs from Rs 2.7 
crorcs and the target of Rs 3.1 crores. 
The profit before lax amounted to one 
crore of rupees, as against Rs 2 4 crores 
in the previous year. 

The decline in exports is stated to have 
been caused by the carry-forward to the 
next year of contracts of rolling stock ex¬ 
ports to Uganda; those of petrol pumps, 
air compressors and dyeing booths to the 
USSR; of hand tools to the GQR; of 
tubular poles to Iraq; of textile machinery 
to Indonesia, and of coaches and wagons 
to Sri Lunka and Zambia. This had to be 
done owing to the delay on the part of 
buyers in arranging LC/dtferred payment 
guarantees 

For the current financial year, the export 
target, however, has been set 40 per cent 
higher than the exports in 1977-78. Major 
increasci in exports are planned in the case 
of automotive accessories, bicycles and 
components, hand tools, building 
materials, rolling stock, etc., with special 
emphasis on exports to African, west 
Asian and south-east Asian markets. 
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CAPITAL'S 

C^RIDORS 

R. C. Ummat 

Wheat procurement • Oil and gas production 
programme • Coal prices and planning * Janata 

confabulations 


Despite THE procurement of wheat dur¬ 
ing the ensuing rabi marketing season 
expected to exceed six million tonnes, as 
against approximately 5.2 million tonnes 
last year, the government is not con¬ 
templating any exports of foodgrains 
on commercial basis, apart from some 
exports of superior quality basmati rice. 
It is felt that even with the addition of 
six million tonnes of wheat to the existing 
stock, the peak level stock of foodgrains 
will not exceed 21 million tonnes, ft 
amounted to about 16.3 million tonnes on 
March 1 and through normal lelcascs 
around 11 lakh tonnes per month would 
Jiave been drawn to approximately 14 
million tonnes by the end of the current 
month or soon thereafter. The buffer- 
stocking policy of the government envi¬ 
sages a foodgrains buffer of the order 
of 12 million tonnes, in addition to an 
operational stock ranging between 3.5/3.8 
million tonnes on April 1 and 8.2/8.8 
million tonnes on July 1 in any year. 

The production of wheat during the 
current rabi season is expected to be an 
all-time high—slightly more than 30 mil¬ 
lion tonnes—in spite of some damage to 
the standing crop due to recent hailstorms 
in some parts of Haryana and Punjab. 
On this expectation and taking into 
account various other considerations, 
the Agricultural Prices Commission (APC) 
has recommended, in its report on the 
rabi pricing policy for 1978-79, that the 
procurement price for all varieties of 
wheat in different states should be kept 
at the current level of Rs 110 per quintal. 
The other considerations that have 
weighed with the APC in making this 
recommendation are: 

(i) A step-up in the procurement 


price for wheat and the maintenance of 
its issue price would involve a larger sub¬ 
sidy from the government. The issue 
price will have to be maintained in the 
interest of price stability. 

(ii) An increase in the procurement 
price for wheat for the second year in 
succession—it was raised last year by 
Rs 5 per quintal would neutralise the 
edge which the procurement price for 
gram at Rs 125 per quintal enjoys at pre¬ 
sent. The gram procurement price was 
raised to this lc\cl last year with a view 
to augfnenting the supplies of pulses in 
the country. 

(iii) The incentives for increasing the 
production of wheat do not imply attract¬ 
ing more acreage under this crop. The 
emphasis has to be on raising producti¬ 
vity through such measures as expan¬ 
sion of irrigation facilities and increasing 
the use of fertilizers. 

(iv) The growers should be able to 
realise an overall improved price for 
wheat and other cereals if the effective 
demand for cereals goes up as a result 
of increased income in the hands of the 
poor through employment-oriented deve¬ 
lopment programmes. 

During the recent deliberations which 
the minister for Agriculture, Mr Surjit 
Singh Barnala, had with the chief 
ministers of the states on the 
subject, the chief ministers of the states 
producing surplus wheat, particularly 
Punjab and Haryana, argued in favour 
of increasing the procurement price for 
this foodgrain to Rs 125 per quintal in 
view of the increasing production costs. 
This was, however, strongly objected to 
by the chief ministers of wheat importing 
states, especially West Bengal and Bihar; 


they wanted the price to be maintained at 
the current level of Rs 110 per quintal. 

In view of the APC’s well argued case, 
there does not appear to be any chance 
of an upward revision in the procure¬ 
ment price for wheat. The case for not 
raising this price is also strengthened by 
the fact that in his fiscal measures, the 
Finance minister, Mr If.M. Patel, has 
seen to it that they do not push up pro¬ 
duction costs in the agricultural sector. 

Some exports of foodgrains on the 
pattern of the supplies recently agreed 
to be made to Vietnam, Afghanistan and 
Indonesia, of course, are not ruled out. 
About four lakh tonnes of wheat have 
also been despatched to the Soviet Union 
during 1977-78. But they fall in a differ¬ 
ent category. They arc against the wheat 
loan which we .secured from the USSR 
a few years ago. 

Details are now available of the pro¬ 
posed step-up in the production of indi- 
genous crude oil and natural gas during 
the next five years. The Oil and Natural 
Gas Commission (ONGC) produced in 
the year just gone by, 5.62 million ton¬ 
nes of crudw* oil from its on-shore conces¬ 
sions and two million tonnes from the 
off-shore fields, making a total of 7 62 
million tonnes. Its natural gas pro¬ 
duction was 682.06 million cubic metres 
from the on-shore areas; the output 
from off-shore concessions was just being 
fiared because of lack of facilities for 
utilising it. The actual output of 
crude oil fell short of the target for the 
year by half a million tonnes—from the 
off-shore area—and that of natural gas 
by 22.19 MM®. 

During the current year, the production 
of crude oil from the on-shore concessions 
of the ONGC is expected to be raised to 
5.95 million tonnes and that from off¬ 
shore areas (Bombay High, North Bassein 
and B'38 structures) to 3.85 million 
tonnes. The gas output is envisaged to 
be of the order of 624 MM® from the 
on-shore concessions and 347 MM® from 
the off-shore areas. In the subsequent 
four years, whereas the production of 
gas from the on-shore concessions is 
expected to be 607 MM® per ahnum, that 
from the off-shore areas is proposed to 
be stepped up to 590 MM®, 1,328 MM®, 
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1^685 MM* and 1,940 mm*, respectively. 
Ilie on-shore areas are targetted to yield 
crude oil production of the order of six 
million tonnes in 1979-80, 5.6 million 
tonnes in 1980 81 and 5.9 million tonnes 
in each of the subsequent two years. The 
output of crude oil from the off-shore 
areas is proposed to be raised to 5.75 
million tonnes next year, eight million 
tonnes in 1980>81 and nine million tonnes 
in each of the next two years. By 1982-83, 
the ONGC thus, will be producing 14.9 
million tonnes of crude oil and 2,547 
MM* of natural gas. 

The other explorer in the country, 
namely, Oil India Limited, produced 
last year from its Upper Assam conces¬ 
sions 3.13 million tonnes of crude oil and 
1,541 MM* of gas. This year, its output 
of crude oil is anticipated to be 2.83 
million tonnes and that of gas 1,587 mm*. 

efforts at conservation 

If the production of Oil India is main¬ 
tained around three million tonnes per 
annum for the next few years, we will 
be producing indigenously nearly 19 
million tonnes by 1982-83. The Planning 
Commission, however, has fixed a target 
of crude oil production for that year at 
18 million tonnes. This apparently has 
been clone with a view to conserving the 
non-renewable resources of energy. 

The consumption of petroleum pro¬ 
ducts, which was estimated around 25.94 
million tonnes last year, is anticipated 
to grow to 36.32 million tonnes by 
1982-83. We will, thus, be meeting just 
about half the requirements from indi¬ 
genous sources by the end of the next 
Plan jwiod. 

The above, of course, does not imply 
that there is going to be any relaxation 
in the exploration effort. The strategy 
of the ONGC in its on-shore eastern 
sector, comprising the Assam-Arakan 
basin, is envisaged to be finding of sub¬ 
stantial new reserves in the sizeable ahd 
discernible structures as there are indi¬ 
cations of good unexplored reserves 
available there. In the western sector, 
comprising Gujarat, where considerable 
exploration has already been carried out, 
the ONGC intends to concentrate on 
detecting subtle traps and on the less- 
intensely explored portion of the Cambay 
basin. A relatively cautious approach is 


to be adopted in the other regions as 
these are ill-explored or virgin and the 
risk-to-reward ratio is high. 

Oil India is envisaged to intensify its 
exploration efforts for establishing more 
reserves around Jorajan-Kathalguri and 
Santiii-Jaipur areas of Assam and in 
Arunachal Pradesh. 

The approach in off-shore exploration is 
to carry out detailed seismic surveys and 
exploratory drilling of all the off-shore 
regions, including the Andaman and 
Nicobar islands. According to prognostic 
studies, about two-thirds of the country’s 
oil reserves are located in the sedimentary 
basins off-shore. The bulk of these 
reserves is yet to be explored and proved. 
More intensive work, therefore, needs to 
be done in these areas to assess properly 
the country’s oil potential. While most 
of the exploration will be done by the 
ONGC, some areas may be leased 
to other agencies. Thus, Oil India will 
carry out exploration in the Mahanadi 
delta. By the end of the next Plan, it will 
be possible to arrive at dependable esti¬ 
mates of the country’s off-shore reserves. 

Wlule production of crude oil from on¬ 
shore areas of ONGC and Oil India will 
be maintained around nine million tonnes 
per year, ihc ONGC proposes to further 
devt.lop its O'lftelds in Bombay High and 
Bassein structures to acquire a production 
capability which can peak 12.5 million 
tonnes per year. However, in order to 
conserve oil resources, it may be necessary 
to restrict production from these fields to 
around nine million tonnes per year. 

m * 

Even though through the imposition of 
excise duty in this year’s central budget 
and the levy of a cess by the West Bengal 
government, the prices of coal have been 
stepped up quite significantly, the plea of 
Coal India Limited—the prime public 
sector undertaking in the field—for an up¬ 
ward revision in these prices on the con¬ 
sideration of production costs still remains 
to be acceded by the union government. 
As a sequel to the unremunerative coal 
prices, following no revision having been 
effect^ in them since July 1, 1975, Coal 
India incurred a loss of approximately 
Rs 26.93 crores in 1975-76 and as much 
as Rs 45.5 crores during the subsequent 
year. The Singareni Collieries Limited, the 


other public sector enterprise in the coal 
industry-earned a profit of Rs 3.82 crores 
in 1975-76, but incurred a loss of Rs 2.66 
crores in 1976-77. The financial results 
for 1977-78 are yet to be available, but 
owing to the further escalation in produc¬ 
tion costs and also the ex-gratia payment 
that had to be made to the employees 
during the year in lieu of bonus, the 
losses of the two undertakings apparently 
should be much more, as the cost of pro¬ 
duction of coal currently is stated to 
exceed the average sale price by about 
Rs lOper tonne. 

A committee lias been appointed 
recently to identify the possible economies 
tiiat can be effected in production 
costs. It is expected to submit its 
report by the end of this month. A deci¬ 
sion on allowing some increase in coal 
prices, therefore, is envisaged to be taken 
only after the consideration of this report. 

That the Planning Commission has gone 
in for tight planning on the coal front for 
the next five years should be evident from 
the fact that its assessment of the require¬ 
ments of coal in 1982-83 at 150.5 million 
tonnes is lower than the 155 million tonnes 
figure thrown up by the recent studies of 
Coal India. The following tabic gives the 
comparative assessment of the two orga- 
nisations of the requirements according to 
the major consumer sectors. 

1982-83 Requirements of Coal 

(Million tonnes) 


Consumer 

Planning 

Coal India*) 

Sector 

Commis. 

sion's 

assessment 

assessment 

Steel 

34.00 

35.50 

Power 

54.00 

54.50 

Railways 

11.80 

11.80 

Fertilisers 

4.70 

4.70 

Cement 

Soft coke & 

7.20 

7.20 

LTC 

6.50 

7.50 

Others 

32.30 

33.80 

Total 

150.50 

155.00 


While on the basis of its assessment. 
Coal India Limited would have desired a 
higher output target for 1982-83, envisag¬ 
ing all the requirements to be met from 
indigenous sources and one million tonnes 
exports, the production target set by the 
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Planning Commission is 149 million 
(onnes on the consideration that the im¬ 
port of one million tonnes of superior 
quality coking coal in that year would 
reduce the overall requirements by 1.5 
million tonnes. The two public sector 
mining enterprises, according to the Plan¬ 
ning Commission, will be required to 
produce 144 million tonnes; the remainder 
five million tonnes output would be 
accounted for by the captive mines of 
TISCO and HSCO. 

The current year’s coal production tar¬ 
get has been set at 113 million tonnes, as 
against 105 million tonnes for 1977-78. 
The 1977-78 target, however, had to be 
reduced during the mid-year from 108 
million tonnes in view of the slackness in 
demand. The total demand during 1977-78 
turned out to be around 104.5 million 
tonnes, as against the original estimate of 
109 million tonnes. The actual production 
was around 101.5 million tonnes. 7'lie 
remaining demand was met by drawing 
upon the accumiilutecl stocks at pitheads 
from 14.51 million tonnes to 11.59 million 
tonnes (by the end of February). In terms 
of the original target for the year, the 
accumulated stocks were proposed to be 
drawn down by about a million tonnes. 

m * 

In spite of the fact that the Janata party 
has won the prestigeous Lok Sabha elec¬ 
tion from the Karnal constituency of 
Haryana, this election is understood to 
have created a good deal of rethinking in 
the party circles, as the margin of victory 
has been reduced to less than 10 per cent 
of the margin by which the scat was won 
by Janata in the last year’s Lok Sabha 
elections. Concerted efforts are being 
made to thrash out ths differences among 
the various constituents of the Janata 
party. An evidence of this was available 
at a dinner hosted by the prime minister 
to the erstwhile leaders of the BLD, the 
Jana Sangh, the Socialist group and the 
Congress for Democracy. Prior to this 
dinner confabulations, the Janata parlia¬ 
mentary board also devoted a good deal 
of thought to the internal bickerings. It 
was stressed that inter^se differences ought 
to be discussed at the party level itself, 
instead of ventilating them in the open, A 
patch-up appears to have been attained, 
but it remains to be seen how long it will 
last. It is, however, proposed to hold 
similar meetings periodically. 

EASTERN ECONOMIST 


Department of Atomic Energy 

Directorate of Purchase and Stores (Central Purchase) 

Director, Directorate of Purchase and Stores, Department of Atomic Energy, 
Bombay, invites tenders as detailed below: 

1. DPS/BARC/IEE/l541 DUE ON 19.5.78; Lock in amplifier frequency 5 Hz to 
200 KHz. 1 No. 

2. DPS/BARC/IEE/I544 DUE ON 19.5.78; Atomic Absorption Spectrophoto¬ 
meter with microprocessor background corrector, automatic gas control and 
projection scale. 1 No. 

3. DPS/BARC/MHD/IEE/34 DUE ON 23.5.78: Standard Signal Generator fre¬ 
quency range 0.01 Hz to 10 MHz. 

4. DPS/VEC/IEE/77 DUE ON 23.5.78; Portable dual channel Oscilloscope band¬ 
width DC to 200 MHz. 1 No. 

5. DPS/VEC/IEE/78 DUE ON 24.5.78; Beam Profile Monitor with Amplifier & 
Power Supply having been intensity of minimum one Nanoampere. 1 No. 

6. DPS/AMD/IEE/I06 DUE ON 25.5.78: Laboratory Roll magnetic separator with 
variable Rotor speed from zero to 240 rpm variable. 1 No. 

7. DPS/AMD/rEE/107 DUE ON 25.5.78: Scintillation crystals with Photomultiplier 
tube assembly. 20 Nos. 

8. DPS/AMD/IEE/108 DUE ON 26.5.78: Laboratory High Tension 6” Roil separa¬ 
tor together with inbuilt rectifier, variable DC drive etc. I No. 

9. DPS/RRC/IEE/419 DUE ON 26.5.78: Digital Phase Meter 4 digit-frcquency 
range 0.5 Hz to 3 MHz. 1 No. 

10. DPS/AMD/IEE/109 DUE ON 29.5.78: Automatic Electric Agate Pestle Mortar. 
Mortar is used extensively for grinding of samples of mineral ores, refractories 
etc. 2 No. 

JI. DPS/BARC/XEE/1548 DUE ON 31.5.78: Two pen X-Y cum two pen T-Y Recor¬ 
der with fixed attenuators of several ranges. I No. 

12. DPS/BARC/IEE/J549 DUE ON 31.5.78: Spcctrofluorometer of Spectral range 
200-700nm Band width 0.2—10 nm. I No. 

13. DPS/BARC/IEE/J550 DUE ON 1.6.78: Differential Pressure Gauges of 0.15 cm, 
0.63 cm, 6.40 cm, 0.125 and 0.60 cm. ranges. 1 No. 

14. DPS/BARC/IEE/I552 DUE ON 1.6.78: Portable Direct reading metal Hardness 
tester. 1 No. 

15. DPS/BARC/lEE/1554 DUE ON 2.6.78: Spectrofiuorometer for quantitative and 
qualitative fluorescence measurements. 1 No. 

16. DPS/BARC/IEE/I555 DUE ON 2.6.78; Liquid Scintillation Spectrometer for 
measurement for low-beta and soft-gamma emmitters. 1 No. 

17. DPS/BARC/IEE/1556 DUE ON 5.6.78: High speed ultracentrifuge with speed 
of 0—75000 rpm. 1 No. 

18. DPS/RRC/lEE/425 DUE ON 5.6.78: Low Differential Pressure Switches. 1 No. 

19. DPS/RRC/IEE/426 DUE ON 6.6.78: Corrosion Measurement system for the cor¬ 
rosion study of metals under service condition. 1 No. 

20. DPS/RRC/IEE/430 DUE ON 6.6.78: Top Loaded electronic balances working on 
electro magnetic force compensation. 3 No. 

21. DPS/BARC/IEE/1557 DUE ON 7,6.78: 0.25 meter Ebert Manochromator with 
two gratings. 1 No. 

Tender documents priced Rs. 20/- each for items 1, 5, 9, 10, 11, 13, 14, 17, 18, 
21; Rs 25/- each for items 3, 4; Rs. 30/- each for item 6, 8, 20; Rs. 40/- each for items 
7, 12, 15, 19 and Rs. 60/-each for items 2, 16 and General conditions of contracts 
priced Re. 0-50 can be had from the Finance and Accounts Officer, Department of 
Atomic Energy, Directorate of Purchase and Stores, 3rd floor, Mohatta Building, 
Palton Road, Bombay-400 001 between 10 a.m. to I p.m. on all working days except 
on Saturdays. Import Licence will be provided only if the items are not available indi¬ 
genously. Tenders will be received up to 3 p.m. on the due date shown above and will 
be opened at 4 p.m. the same day. The right is reserved to accept or reject lowest or 
any tenders in part or full without assigning any reasons. 

davp 645(7)/78. 
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Planning and progress 

Sagittarius in Andhra Pradesh 


Andhra Pradsah is on an axtramaly good wickat as ragards Hs 
rovanuo raeaipts. With plantiful funds at tha disposal of banks 
and prospaets to iargar assistanea from tha Contra, punHiva 
taxation can ha avoided. 


Thb sracTACULAR progress made by 
Andhra Pradesh in economic development 
of the region in the past few years should 
serve as an eye opener of what can be 
achieved if there is purposive planning 
and heavy investment for productive 
purposes. Even with the availability of 
large hydcl potential, water resources 
and mineral wealth not much was done in 
the early years of planning and the main 
preoccupation was construction of the 
Nagarjunasagar project. This project too 
was not completed expeditiously with the 
result Andhra Pradesh was occupying a 
backseat in the country's economy. The 
situation, however, has vastly changed and 
the state government is in an extremely 
happy position with a buoyancy of revenues 
and high level of Plan outlay. 

The budget estimates for 1978-79 arc in 
strong contrast with those of Tamil Nadu, 
Karnataka and Kerala. Even with a 
stepping up of Plan outlay to Rs 449 
crores from Rs 380.38 crores in 1977-78 
there will be an uncovered deficit of 
Rs S7.26 crores while the gap in 
Karnataka's budget is of much higher 
order at Rs 64.92 crores even with a 
lower Plan outlay of Rs 324 crores. The 
allocation for power schemes alone in 
Andhra Pradesh will be Rs 180 crores in 
1978-79 and on major irrigation schemes 
Rs 130 crores. Agriculture will account 
for Rs 38.30 crores and minor irrigation 
Rs 9.63 crores. It will thus be seen that 
over 80 per cent of aggregate Plan alloca¬ 
tion will be in respect of these groups. 

The expeditious completion of hydcl 
and thermal projects has been reflected in 
a vastly improved power situation. 
During the year the third unit of 1|5 MW 
in the lower Sileru project was commis¬ 
sioned and the fourth unit of similar 
capacity will be in operation shortly. The 
first unit of 110 MW under the fourth 


stage of expansion at Kothagudem was 
put on bars in March last year and the 
second unit in this phase in January this 
year. The first 110 MW unit in the 
Nagarjunasagar project has also been 
commissioned and the installed generating 
capacity of the state electricity board at 
the end of 1977-78 will be 1678 MW. The 
first unit of 210 MW at Vijayawada 
thermal station is scheduled to be in 
operation in 1978-79. 

The construction work in the Srisailam 
project is making rapid progress. Apart 
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from an expenditure of Rs 32 crores in 
1977-78 the allocation for 1978-79 is 
Rs 40 crores. It can surely be expected 
that there will be substantial additions to 
capacity in 1979-80 with further progress 
in Srisailam bydel project and Vijayawada 
thermal station. With easier availability 
of power rural electrification programmes 
are being executed vigorously and large 
programmes of energisation ofpumpsets 
has been undertaken besides electrification 
of villages. 

The irrigation potential is being benefi¬ 
cially exploited and the development of 
the command areas of Nagarjunasagar 
and Pochampad projects is yielding 
substantial ^nefits to farmers in the 
region. The outlay on these two project 
areas alone will be over 50 per cent of 
the allocation for irrigation projects. As 
a result of fresh expenditure an additional 


2.01 lakh hectares will be brought under 
irrigation. The Godavari barrage is also 
being rapidly constructed and the objec¬ 
tive is to complete the substructure work 
for ensuring that there is no damage to 
the anicut. 

Since the state government is mainly 
preoccupied with the execution of power 
and irrigation schemes and the creation 
of infrastructure facilities the development 
of industries is taking place in the central 
sector, and in the joint and private sectors 
with the provision of necessary incentives. 
The efforts in this regard have been 
successful as two large paper mills have 
been promoted while arrangements are 
under way for a giant fertiliser project in 
coastal Andhra Pradesh. The existing in¬ 
dustrial units in the private sector have also 
been expanding their activities steadily. 

a bold bid 

With a fast growing industrial com¬ 
plex in Visakhapatnam and Hyderabad 
areas and the springing up of new 
industrial units in other regions, Andhra 
Pradesh is also making a bold bid to be 
a well developed industrial state. The 
picture is likely to undergo a metamorphic 
change in the coming years with no cons¬ 
traint on power availability and a well 
organised agricultural sector. The recent 
announcement relating to the establish¬ 
ment of a super-thermal station at 
Ramagundam augurs well for the future. 
The huge coal based fertiliser plant in the 
same area is also likely to be in operation 
by the end of this year or eaily 1979. 
With expanding budgetary resources and 
liberal assistance, vigorous Plan imple¬ 
mentation should yield highly fruitful 
results. 

The state's finances too have improved 
vastly in recent years. In 1976-77 there 
was a revenue surplus of Rs 110.86 crores 
in the accounts and the opening balance 
of (minus) Rs 29.10 crores was converted 
into a surplus of Rs 5S.67 crores. In 
1977-78 also there should have been no 
difficulty in regard to the availability of 
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resources for non-Plan and Plan purposes. 
But the disastrous cyclone in the coastal 
area in the last quarter of 1977 affected 
revenue receipts and resulted in a big 
increase in expenditure. As a consequence 
a revenue deficit of Rs 19.46 crores emer¬ 
ged in the revised estimates against a 
surplus of Rs 60.69 crores in the budget 
estimates. As there was also an increase 
in Plan outlay the deficit on capital 
account was Rs 56.67 crores even with 
larger receipts. Thus, in spite of a smaller 
capital deficit of Rs 56.67 crores against 
Rs 123.55 crores (budget) there will be a 
closing minus balance of Rs 20.46 crores 
after utilising the credit balance of 
Rs 55.67 crores, at the beginning of the 
year. It is however quite likely that there 


will be an improvement over the revis^ 
estimateairfaeii the acNcibiipirti 
As regardsbudget estiml^ feir 1978-79, 
the revenue receipts will be higher at 
Rs ^.53 crores, way ahead of the esti¬ 
mate of Tamil Nadu and Karnataka. 
With expenditure at Rs 803.61 crores 
there will be a surplus of Rs 28.91 crores 
on revenue account. With big increase 
in capital expenditure to Rs 434.57 crores 
from Rs 380.63 crores, there will be a 
deficit of Rs 86.17 crores even with an 
increase in receipts of Rs 348.39 crores 
from Rs 323.96 crores. It can be expected 
that there will b^ larger central assistance 
as it is the anxiety of the government to 
execute expeditiously ongoing schemes, 
in the final stages of completion. 


As it is also probable that the^.pW be 

» HKflcr f^i^h<^trbf|the 

cehtrd'the heitr Pitfaiice wiriste^has 
sought Only an vote on account and may 
decide on new levies only later in the 
year in the light of new developments. 
With plentiful funds at the disposal of 
banks and larger assistance from the 
centre fresh punitive taxation can be 
avoided if only tax dues are properly 
collected and the new potential is fUlly 
exploited. Andhra Pradesh is on an 
extremely good wicket and an increase in 
the regional income should be automati¬ 
cally reflected in expanding revenues and 
the Rs lOOO-crore mark in the revenue 
budget may be easily surpassed in 1980-81. 
This is indeed! a happy prospect. 


Indo-German cooperation: the Nilgiri story 

Harji Malik 


Figures do not tell the whole story of the fruits of the Indo-German 
Nilgirie Development Project, Both small and big farmers have 
benefitted from the project, which has not only been able to 
eradicate nematode pest, deadly to potato crop, but has also 
been instrumental in introducing high yielding rice varietlee and 
better tapioca and spice crops. 


A DECADE of joint effort by Indian and 
West German agricultural experts ended 
on March 18, when the Indo-German 
Nilgiris Development Project was oHicial. 
ly handed over to the government of 
Tamil Nadu in Ootacamund. Ten jears 
ago a team of German agricultural scien¬ 
tists had arrived in the Nilgiris to join the 
Indian task force trying to save the fcir- 
mers of the district from economic ruin. 
Their enemy was the golden nematode, a 
pest threatening the entire Nilgiris potato 
production, already severely hit by the 
world-wide “late blight” disease. On 
potato production depended the economic 
survival of the vast majority of more than 
16,414 farm holdings in this total area of 
255,000 hectares. The success of the pro¬ 
ject's work can be assessed by the fact that 
the Nilgiri potato is still in the market and 
the prosperity of the district is increasing. 

Many changes have taken place in its 
cultivation and production palterns. For, 
along with attacking the specific nematode 
problem the project took over the entire 
extension work in the district and, in 1975, 


implemented the Hill Areas Development 
Programme as a subsidiary scheme. Ac¬ 
cording to Nilgiris Collector, Mr Dhara- 
marajan, the project has spent six to six 
and a half crores of rupees over the past 
six years on pesticides, fertilizers and 
equipment while nearly two and a half 
crores of what are called “countcrpiirt 
funds'* have gone into overall develop¬ 
ment. (Counterpart funds are those re¬ 
sulting from the sale of fertilizer and 
pesticides imported free of cost and sup¬ 
plied by the West German government in 
the initial years of the project). 

The Tamil Nadu government now takes 
over vehicles, bulldozers, special trucks, 
sprinkler systems, a sophisticated soil 
testing laboratory and special nematode 
laboratory, all imported for the project by 
the Bonn government. 

What has this international cooperation 
meant to the Nilgiri farmer in concrete 
terms? Barbi Raj of Khatti village with 
his two acres of land has one answer. In 
1961 his whole crop of potatoes was affec¬ 
ted by *‘late blight”. Although Ihe Nilgiris 


produce only 10 per cent of the national 
potato crop, the potato was both the base 
and core of rural economy. As happened 
with the majority of farmers, Barbi Raj’s 
potato yield finally fell below seed level. 
The final blow was the discovery of the 
golden nematode, a pest so deadly, so 
difficult to control that the government 
threatened to terminate potato cultivation 
in the Nilgiris just to save the potato in 
the entire country. 

Desperate local farmers protested and 
West German expejtise, advanced in this 
matter, was called in to help attack the 
problem. “Before the work of the project 
started”, says Barbi Raj, “wc had attribu¬ 
ted bad crops to God or to too much rain. 
The project pinpointed the causes'*. Fven 
after *‘]ate blight'* had been eliminated 
and disease resistant seed distributed, 
Barbi Raj's yield remained unsatisfactory 
because of the nematode. 

Only after the importation of the 790 
metric tonnes of thenematicide *'Dasanit”, 
free of cost at that stage, from West 
Germany in 1970 and its use for three 
years as part of the phased programme, 
was Barbi Raj able to improve his eco¬ 
nomic condition. Previously he had 
obtained three metric tonnes of potatoes 
per acre. Today his yield is eight to nine 
tonnes and instead of the imported, ex¬ 
pensive Dasanit he can now buy an 
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iiidig^ously mantiracturtd nematicide. 
One pr6blem common to both ncmaticides 
is their residual toxicity, which, although 
it is well below the tolerance level accord¬ 
ing to project officers, still gives cause for 
concern. For this reason the Central 
Institute of Pesticides has given the manu¬ 
facturer of the local product a one-year 
licence while further research is carried 
on. 

Nevertheless if not totally eliminated, 
the nematode has been controlled, and 
Barbi Raj and his fellow farmers, big and 
small, are back in potato production. 
However chemical control of the pest plus 
cultivation of disease resistant varieties, 
very difficult to produce, is not enough. 
Well-trained extension workers, an Impor¬ 
tant feature of the project, have explained 
to Barbi Raj that because mono-cropping 
of potatoes encourages the nematode he 
must diversify his cropping pattern. He 
should grow those vegetables nol host to 
the nematode along with cereals and 
fodder. 

economic advantage 

Vegetables of the local varieties could 
not earn as much as the potato, nor were 
farmers like Barbi Raj, or even bigger 
farmers like farmer Nanjundiya. who with 
his family owns more than thirty acres, 
convinced that mono-cropping could mean 
total disaster. The only way to persuade 
the farmers was to offer them economic 
advantage. The project experimented with 
324 varieties of vegetable seeds imported 
from different countries, finally selecting 
certain varieties suitable to the specific 
soil and climatic conditions which would 
give vields far superior to local varieties. 
A marketing survey carried out by the 
project showed that the market could 
absorb double the quantity of vegetables 
supplied, giving the farmer at least 
Rs 2500 per hectare equal to what he 
made from a healthy potato crop. 

The two most paying varieties have 
turned out to be ^‘September Cabbage'’ 
and “Zino” carrots. Barbi Raj, who with 
his three-fold increase in potato produc¬ 
tion now gets Rs 3000 to Rs 4000 per acre 
for his potatoes, can make even more, 
Rs 7,000 to Rs 10,000, from his “Septem¬ 
ber” cabbage. He sells this, without any 
middleman involved, through the market¬ 
ing organisation established iA Ootaca- 


mund, headquarters for the project. He 
rotates his crop between potato, carrot 
and cabbage. 

What are the signs of his increased 
prosperity? “i am sending one son to 
college”, he says, while another is com¬ 
pleting his agricultural training course. 
He has purchased a power sprayer run 
with a petrol engine and one more cow. 
This allows him to meet the household 
need and sell excess milk to the village 
milk cooperative. 

With his many more acres and increased 
profits farmer Nanjundiya has added a 
new sprinkler system costing Rs 15,000 to 
irrigate his terraces efficiently and he has 
enclosed many of his fields with barbed 
wire. “When I was first offered ‘Septem¬ 
ber cabbage' seed free I would not take 
it,'’ he recalls. “Now I cannot get as 
much as I want.” Other farmers have the 
same complaint. 

This is one of the difficulties faced by 
vegetable growers. Multiplication of high 
yielding varieties has proved difficult. 
Cauliflower, peas and beans, all grown 
successfully here, have been multiplied 
successfully but because of short day 
conditions and lack of frost this has not 
proved true for the cabbage and carrot. 
Plans to propagate these seeds in 
Ifimaclml and other suitable areas appear 
to Jiave run into inter-state red-tape 
obstacles and only now has the National 
Seed Corporation been able to take up 
this activity in Kashmir. Up to 1974 all 
improved seeds were imported and accord¬ 


ing to the agricultural experts on the spot 
carrot and cabbage seeds may still have 
to come from abroad for some more 
time to meet the growing demand. This 
all depends on the NSC's success. 

The area under vegetables has grown 
from 1,000 hectares in 1967 to 2400 
hectares in 1977 out of which all but 300 
hectares arc under the new varieties. 
According to official figures Nilgiri far¬ 
mers receive in all Rs 221 lakhs from 
cabbage cultivation alone, out of which 
Rs 91 lakhs is net profit for the J[district. 
This large increase in vegetable production 
has proved particularly profitable since 
February 1975 when the Nilgiri Vegetable 
Growers’ Association, claimed to be the 
first marketing organisation of its kind in 
the country, was established. 

Until then, according to the usual 
pattern, the middlemen, swallowed much 
of the cultivator’s profit. The NVOA 
started functioning with a turnover of 
2.70 metric tonnes to the value of Rs 9.96 
lakhs, in its first year. This year, its third, 
the turnover has increased to 9,700 metric 
tonnes, valued at Rs 44.50 lakhs. More 
than 1,800 farmers, about 25 percent of 
the total farming population participate in 
the association, the number, increasing 
every year, but forcibly limited at present 
by the transport and handling facilities 
available. 

Collected directly from the fields, the 
produce is brought to Ooty for dressing, 
grading packing and sent off to the 
marketing centres. The nearest is Metfu- 
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palayam but Ooty cabbage goes as far as 
Calcutta, Bombay and Delhi where mar¬ 
kets are receptive because it is *'out of 
seasons”. Ultimately NVGA hopes to 
have direct contact with retailers in these 
cities through local offices. 

Thanks to a good communications and 
information system the farmer knows what 
the market situation is in eight markets all 
over the country and the accounts system 
allows him to have sales reports for bis 
produce within a week of the crop being 
harvested. He is conversant with costs, 
conunissions etc, and receives payment 
promptly, in direct contrast to the delay 
tactics and other chicanery too often used 
by the middleman merchant. Procurement 
assistants supervise harvesting and loading 
and also advise farmers on staggering 
planting to avoid a nurket glut. Using 
motor cycles they are able to inspect 
vegetable fields regularly, fixing harvest 
dates in advance. In many respects the 
NVGA can be a model in efficiency and 
service, and will soon become a coopera¬ 
tive society. 

Talking to local farmers reveals that 
both smaller and bigger farmers have 


profited from the project, although as is 
the general case with agricultural devdop- 
ment In this country, the illiterate farmer 
at the end of the economic scale has so 
far been the least afikcted. Since the 
introduction of the Hill Areas Develop, 
ment Programme, small farmers are receiv¬ 
ing more attention. Expert help to the 
small tea and coffee cultivator, assistance 
and advice on soil conservation, rejuvena¬ 
tion of horticulture in the Kukkal valley 
are some of the programmes in operation 
which will continue. Small farmers have 
also been helped by the introduction of 
improved varieties of wheat, barley and 
millet as part of the crop rotation practices 
vital to the anti-nematode campaign. 

High-yielding rice varieties, better 
tapioca and spice varieties have also been 
introduced in this area for the same 
reason. But possibly the most impressive 
success in this line has been the develop¬ 
ment of good fodder crops which have 
greatly helped to send up the milk yield 
of the district by 122 per cent from 
2,931,740 litres in 1967 to 6,489,816 litres 
in 1977. 

Figures do not tell the whole story and 


as the decade of cooperative endeavour 
ends the human cootiibotion deservei 
reoogni^on. Extension workers connected 
with the project on whom so much of the 
success or failure of agricultural pro¬ 
grammes depends provide an example of 
what such worken can achieve when they 
are actively, intensely involved, and, an 
important point, have the means of trans¬ 
port to reach remote areas. 

But a large part oftheir success in turn 
is due to the dedication with which both 
Indian and German experts have given of 
their best in these 10 years. As the Tamil 
Nadu government’s secretary of Agricul¬ 
ture said in very non-bureaucratic language 
at the handing over ceremony in Ooty, 
the work of the project demonstrated ‘*the 
human desire to make life better for fellow 
human beings”. One example perhaps 
tells the story; a farmer rushed to the pro¬ 
ject's information centre one morning to 
say that his entire seed plantation had been 
affected overnight. That day the entire 
team was at his farm to tackle the problem 
and the crop was saved. If this kind of 
extension work continues these ten years 
will have proved their worth. 
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Showdown for Japanese 
_textile industry 


The most Important reason for Japanese textile Industry's Inability 
to break out of Its recession Is loss of International competitiveness- 
Here are some suggestions made by the Economic Research Division 
of the Long-Term Credit Bank of Japan Ltd. which, It Is felt, could 
lead to the recovery of the Japanese textile Industry. 


Japan’s textlib industry has been strained 
to the breaking point by the recession 
which has lasted four years now. 

The current deficit recorded by Japan's 
seven leading synthetic textile companies 
and nine leading spinning companies for 
the first half of fiscal 1977 totalled 36 
billion yens and the ratio of profits to 
sales was 2.4 per cent. The cumulative 
deficit of these companies since the second 
half of fiscal 1973 has reached the level 
of 250 billion yens, an amount which is 
close to the total capitalisation of the 
companies. Because the textile companies 


April, 1977; by this means production has 
been cut by 30 per cent. Further, the 
synthetic fibre makers have been instruct¬ 
ed by the ministry of International Trade 
and Industry to lower operating rates by 
approximately 20 per cent. However, for 
both cotton yarn and wool yarn, prices 
have fallen to levels lower than those 
before the cartel was formed. The domes¬ 
tic price of synthetic fibres, further rose 
slightly toward the end of 1977 but ex¬ 
port prices have fallen greatly and since 
late L977 export contracts have not pro¬ 
vided much cause for encouragement, 
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have a long history they have relatively 
high asset holdings in the form of securi- 
ties and real estate, and the companies 
have been able to survive and pay divi¬ 
dends by liquidating those assets. As 
those assets were acquired relatively long 
ago, they have greatly appreciated in 
value due to inflation, which has meant 
more revenue is gained by selling them 
now. During the two and a half years 
from the second half of fiscal 1974 
to the second half of fiscal 1976, a 
15-company total for the value of such 
liquidated assets comes to 340 billion 
yens. 

In order to raise market prices, the 
cotton spinners and wool spinners have 
formed cartels, which were created in 


increasing the possibility of further reduc¬ 
tion of domestic prices. 

The most prominent reason that Japan’s 
textile industry cannot break out of its 
recession is its loss of international com- 
petftiveness. Japan’s textile industry is 
caught between tlie southeast Asian coun¬ 
tries and the United States and cannot 
free itself. 

As is well known, the development of 
the textile industry in southeast Asia dur¬ 
ing recent years has been remarkable. 
Not only docs production capacity of 
these countries include spinning, weaving, 
knitting and other aspects of the textile 
processing industry, but capability has even 
been achieved in the field of synthetics, 
where production demands high levels of 


technology and where the scale of invest¬ 
ment is great (see Table 1). 

Synthetic fibres made in southeast Asian 
countries still are higher in price and in¬ 
ferior in quality as compared to the 
Japanese product, but because labour costs | 
in those countries are low, yarn, cloth, : 
and secondary products which are made 
from these fibres are strongly competitive. 

Development of the textile industry in 
southeast Asia is not only causing the 
Japanese textile indu.stry the loss of ex¬ 
port markets and export revenue but is 
also threatening the industry in its domes- 
tic market, through exports to Japan. In 
the case of cotton yarn, for example, once 
the supply-and-demand balance has been 
restored and the market price begins to 
increase, the volume of low-price imports 
increases and the market tumbles; this 
has become an ordinary occurrence. 

Synthetic fibres made in America have 
become more competitive since the oil 
shock, so that the problems of Japan’s 
industry stem from conditions in that 
country as well as in Asia. 

In Japan, imported petroleum is used 

Table 1 

Synthetic Fibre Production Capacity of 
Korea, Taiwan, Thailand, Indonesia, the 
Philippines, Malaysia and Singapore 

(Unit: 1,000 tons/year) 



Southeast 

Asia 

Japan 

A/B 


(A) 

(end of 
1975) 

(Oct. 

1976) 


Nylon (F) 

217 

333 

0.65 

Polyester (F) 

267 

254 

1.05 

Polyester (S) 

278 

290 

0.96 

Acryl (S) 

151 

337 

0.45 

Total 

913 

1:214 

0.75 


Notes; F == Filament $ ^Staple fibre 

Source: Japan Chemical Fibre Association 
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for major raw materials of synthetic fibres, 
blit, on the other hand, in America im- 
ported petroleum is used for half of all 
raw materials and domestic petroleum and 
natural gas are used for the remaining 
half. As a result, the price of naphtha 
in America is about 25 per cent lower 
than the price in Japan, which helps make 
the price of raw materials for synthetic 
fibres 20 "25 per cent lower there. 

American exports 

In the past, American synthetic fibre 
makers were content to produce solely for 
the domestic market, but since the oil 
shock and the consequent gain in price 
competitiveness made by the American 
companies, production surpluses have 
been exported to southeast Asia, China 
and elsewhere. These American exports, 
while still low, have nevertheless function¬ 
ed to lower the price of competing 
Japanese exports. 

Besides these conditions, the high value 
of the yen relative to the dollar starting 
in the middle of 1977 has increased the 
bewilderment in the industry even further. 

An example: earnings from yen-base 
export contracts are down, because of the 
appreciation of the yen. This cutback in 
earnings has often been great enough to 
prevent even minute profits. 

Thus, it is expected that the prices of 
acryl staple fibre and polyester staple fibre 
will not be enough to recover fixed cost, 
nor more than a portion of the variable 
cost. The market for domestic cotton 
yarn has been disrupted by increases in 
imports of cotton yarn of which the yen- 
based prices have declined because of the 
strength of the yen. Domestic cotton yarn 
makers are suffering from reduced profits, 
even, though their raw materials cost less 
than before because of the yenS apprecia¬ 
tion. 

Amidst the adverse conditions described 
above, there has been a tendency for diffe¬ 
rences between companies in the industry 
to become larger. Tabic If. shows data 
for 15 important companies in the indus¬ 
try, divided into five groups each of three 
companies (the top three general textile 
makers who make synthetic fibres and 
spin cotton and woollen yarns; the three 
leading spinning companies; unique spin¬ 


ning companies which we iQay designate 
as "‘iinique** because they arfc not common 
in lapan and who sell td predetermined 
clients and who exchange information 
with each other; the top three synthetic 
fibre makers; the second three synthetic 
fibre makers), so as to enable comparison 
to be made among the groups. While 
favourable performance is indicated for the 
unique spinning companies and the major 
synthetic makers, performance of the 
other three groups is clearly seen to be 
poor. 

The causes of these differences among 
companies in the textile industry arc 
identified as follows. 

First, as a result of differences in the 
design of production processes and in the 
accumulation of technology, differences 
in costs and quality have developed. For 
example, among the unique spinning 
companie.s. delicate improvements, rather 
than massive investment in equipment, 
have made productivity per worker double 
that for the industry as a whole. Or, in 
the case of polyester fibres, the most 
efficient company uses raw materials 
which are 30 per cent cheaper than those 
used by more recent entrants in the indus- 

Table [I 

Grontli of Intcr-firm Differentials 

(Unit: = 100 million) 


Cumulative 

current 

Current profit/loss 
Capital profit/ (First half, 

lo.ss, fiscal 1971 to 
fiscal first half, 
1977 fiscal 1977) 


General 

textiles 

728 

a226 

a731 

Medium-scale 



spinners 

Unique 

125 

A 54 

A280 

spinners 

Major 

177 

22 

763 

synthetic 

makers 

Medium- 

scale 

1,327 

A 4 

2.665 

syndietic 

makers 

297 

A 98 

166 


try. This, is because the company’s syn- 
tlktics ^lant is locatedi adljacent to the 
raw material supplier's plant. For firms 
located at a distance from the source of 
supply, raw materials must be cooled to 
have them become solid, so that they 
may be transported to the user's plant 
where they are liquefied for use, all of 
which increases costs. But when the 
source is adjacent to the user’s plant, raw 
materials may be transported in liquid 
form by a pipeline, so that the raw mate¬ 
rials acquisition cost, including the cost 
of energy, is kept low. 

close cooperation 

A second cause of the differences bet¬ 
ween groups of companies in the industry 
is close relationship between the promi- 
nent processing companies and secondary 
product makers, involving mutually useful 
exchanges ofinformation, as well as conti¬ 
nued improvement of product quality. 
Since some time in the past, the synthetic 
makers have had the proce.ssers, down¬ 
stream, as closely affiliated companies, 
with the result that trouble (broken yarn, 
fluff, dyeing defects, etc.) was resolved by 
a joint effort. Because the processing 
companies prefer to work with materials 
with which they arc acquainted and thus 
tend to rely on the older synthetics 
makers who find it easy to cooperate when 
needed. The newer makers, however, 
c.xperiencc difficulty not only in cultivat¬ 
ing customers but also in providing im¬ 
portant services at such times as when 
trouble occurs after a sale has been made. 

Third, difference.; in the relative weights 
of general-purpose productsand high value 
added products in sales receiptshavc caus¬ 
ed differences to develop between groups 
of companie.s. For example, for spinning 
companies, it becomes possible to stabi¬ 
lise and elevate profits by sale of dyed 
fabrics to predetermined clients rather 
than to sell yarn in the open market, be¬ 
cause the yarn is a product subject to 
wide fluctuation of market price. How¬ 
ever, risk is increased by following this 
approach, and the cost of working capital 
is increased to the extent that the proces¬ 
sing period is lengthened. These condi¬ 
tions have not come to be general among 
the spinning companies, but the unique 
spinning companies have been doing this 
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for , 10 years already. They have been 
able to increase profits, lighten interest 
burdens, and improve use of capita] assets 
by. elevating the degree of processing, 
thereby creating a favourable cycle. 

Providing that the real growth rate of 
the GNP averages about five per cent and 
the real rate of growth of domestic con¬ 
sumption of textiles is almost three per 
cent, the outlook for supply and demand 
of textiles from 1976 through 1980 could 
easily be as follows. 

bleak future 

Regarding synthetic fibres, even if ex¬ 
ports remain at present levels and domes¬ 
tic demand grows at five per cent, for 
operation rates in 1980 to recover to the 
level of 1970 would mean accepting a 
surplus of 20 per cent of production equip¬ 
ment. However, if the export environment 
deteriorates, as anticipated above, it could 
easily turn out to be impossible to main¬ 
tain cxpoit volumes at present levels. 
Even if those levels can be maintained, 
the profit-and-loss position of the industry 
would become poorer than before. 

The difference between the cost of 
petroleum in the United States as com¬ 
pared to its cost in Japan may be expected 
to eventually decrease, in view of 
consideration of the likelihood that the 
weight of petroleum imports will be 
increased as a result of avoiding an 
increase in use of domestic petroleum 
because of reasons related to national 
defense, or, if domestic production of 
petroleum is to be increased, it would be 
necessary to increase the petroleum price, 
to stimulate the petroleum companies to 
increase their output. However, in 
America, relatively cheap natural gas is 
used as the major raw material for pro¬ 
duction of synthetics, so that narrowing of 
the gap in petroleum prices will not be 
of help to the industry in Japan. 

Regarding cotton yarns, it is expected 
that the import ratio will increase from 
the present level of IS per cent to about 
30 per cent and, moreover, because the 
substitution of synthetic fibres for cotton 
yarns, demand in 1980 will probably drop 
to 15 per cent below the present level. 

Both synthetic fibre makers and spinn¬ 


ing companies are now studying the 
scrapping of surplus capacity under the 
guidance of the ministry of International 
Trade and Industry. But even if it is 
assumed that such scrapping does take 
place, because it would not improve the 
industries’ international competitiveness, 
net earnings in those industries would not 
be improved. 

Can it then be that the Japanese textile 
industry has no tomorrow ? The answer is 
that it is thought that there is an approach 
which could be taken and which could 
lead to recovery. 

First of all, a thorough rationalisation 
programme must be carried out. There 
must be rationlisation in accordance with 
a rc-assessmcnt of production operations, 
as well as a scrap-aud-build effort. For 
example, labour productivity in the most 
recently built spinning mills is three times 
the industry's average, and if one looks 
at labour costs, as in Table HI, products 
from such a mill could compete with 
imports from southeast Asia. Ofcour.se, 
the scrap-and-build process will require 
expenditure of huge sums for severance 
and retirement pay, besides the investment 
in new construction, and if in the event 


Table III 

Recovery of International 
Competitiveness (Cotton yarn) 



Labour Wage 
producli- index 
vity (Japan= 

(men/bale) 100) 

Wage 

index 

per 

bale 

Average for 
Japan 

1.6b 

100 

266 

Best perfor¬ 
mance, Japan 

1 0.90 

100 

90 

Developing 

coiinliies 

5 .^2 

25 

133 


that all of the necessary capital is obtained ! 
by borrowing, costs will inevitably rise, j 
However, if production facilities arc better 
and more closely coordinated, and surplus 
real estate is sold, it will be possible to 
obtain the necessary funds. 

Second, the industry should increase 
the weight of high value added products 
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la total output. 1'lu’s would entail a decline 
in production of general-purpose pro. 
ducts and an increase in production for 
sale to certain pie-determined companies, 
by both the synthetic fibre makers and the 
spinning companies. For this to take 
place it will be necessary for the makers 
to expand and improve their information 


at each step, from yarn productioa to 
weaving, dyeing and prodnctlon of secon¬ 
dary products. 

Thus, in this course of contraction of 
the scale of Japan’s textile industry and 
its recovery, what has become necessary 
is not merely the reduction of the scale of 
individual companies’ mills but a hori¬ 


zontal integration in order that sound 
enteiiirkes may be aided.. Individual 
companies will probably have to transfer 
redundant manpower and available capital 
to non-fibre areas where growth may be 
expected (carbon fibres, artificial kidneys, 
synthetic leather, etc), in order to assure 
corporate growth. 


US plans expanded financing 

to boost exports 


r/iere i$ criticism of the Eximbank’s foreign lending which Mr Moore 
has tried to answer In the two-day hearing of the Senate Banking 
and Appropriations Committee. 


As ONB means to reduce the US trade 
deficit, the Carter adntinistration is asking 
Congress to increase the credit authority 
of the US Export-Import Bank (EXIM- 
BANK) by SI5,000 million. The Export- 
Import Bank provides official credit assis¬ 
tance to the US exporters in the form of 
direct loans, financial guarantees and ex¬ 
porter credit insurance to help them meet 
the financing needs of their foreign cus¬ 
tomers. 

In two days of hearings before the 
Senate Banking and Appropriations Com- 
miitee. Mr John L. Moore, Jr., president 
and chairman of the EXIMBANK, and 
Mr C. Fred Bergsten. assistant secretary 
of the Treasury for International Affairs, 
testified that EXIMBANK assistance is 
an important tool for restoring balance in 
US foreign trade. The increase in 
authority “is especially vital today,” re¬ 
ported Mr Moore, '‘because of the rugged 
competition American exporters encounter 
in virtually every kind of goods and 
services.” 

In 1977 the US imports, including oil, 
grew by 22 per cent while the US exports 
grew by only five per cent. This resulted 
in a deficit of $31,200 million in spite 
of $120,000 million in American ex¬ 
ports. The trade deficit contributed to a 
current account deficit of $20,200 million 
for all of 1977, according to new figures 


released by the department of Commerce 
on March 22. Part of the trade deficit was 
offset by net earnings on services and 
foreign investments. The request for a 
$15,000 million increase in EXIMBANK 
lending authority would raise the celling 
on commitments to $40,000 million. 

The Carter administration officials 
emphasised that the request for a larger 
EXIMBANK programme is necessary to 
counter more aggressive efforts by other 
large exporting nations to stimulate their 
exports. But, they maintain, the United 
States has no intention of engaging in 
unfair competition for export markets. 
Only Canada, among the US maj'or trading 
partners, has a smaller official export 
finance programme than the United 
States, Mr Bergsten said. 

Overall EXIMBANK support, as a per¬ 
centage of total merchandise exports from 
the United States, was seven per cent 
in 1976. Canada's ratio was five per cent. 
By comparison, West Germany supported 
10 per cent of its merchandise exports 
with official financing: the United 
Kingdom, 23 percent; France, 39 per cent; 
and Japan, 48 per cent. 

Not everyone supports the administra¬ 
tion position. Critics charge that the 
EXIMBANK has financed foreign manu¬ 
facturing and processing facilities that 
compete with US industry and result in 


the loss of American jobs. Others say 
that the bank has supported business in 
countries that violate human rights. Others 
claim that the bank supports only big 
corporations. 

Mr Moore said that the EXIMBANK 
takes into account any serious impact of 
loans or gurantees ‘‘on the competitive 
position of the U.S industry, the availability 
of materials which are in short supply in 
the United States, and employment in the 
United States.” But he emphasised that in 
almost every case the project will prob¬ 
ably go forwaid with equipment from a 
foreign supplier if the US exporter does 
not receive the contract. 

allagatlons dtnlod 

Mr Moore also asserted that the EXIM¬ 
BANK has been taking into account the 
general status of human rights in all 
countries in which the bank has been 
requested to support a loan or financial 
guarantee. In addition, he stated, the 
EXIMBANK consults regularly with the 
State Department on human rights 
matters, is represented on the Inter- 
Agency Group on Human Rights and 
descries in its semi-annual report the 
effect on human rights of EXIMBANK 
financing for projects in foreign countries. 
Regarding allegations that the interests of 
small corporations are neglected, the 
EXIMBANK president reported that as 
of September 30. 1977 the EXIMBANK 
has supported over 4,600 transactions 
involving 1,200 small businesses. 

Courtesy: USIS 
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Although 1978 is still 

youDgt 1 have already chosen the cartoon 
of the year. It is Abu's on the Kamal 
election result, in the Indian Express of 
April 7, depicting the “Swaran Congress” 
as a **straw in the wind**. More than Mr 
V.P. Naik in Maharashtra, the Kamal 
electorate seems to have advanced the 
cause of a Congress merger. While the 
Swaran Congress candidate, Mr Shashi 
Bhushao, lost his security deposit, the 
Indira Congress candidate, Mr Chiranji 
Lai Sharma, not only gave a good light to 
the winning Janata nominee, Mr Mohinder 
Singh Lather, but did so well that he 
reduced the Janata margin to 18,379 votes 
as against the majority of the order of 
280,000 voles which the Janata party was 
able to marshal in the same constituency 
in the general election last year. In one 
of the newspapers I found Messrs Y,B. 
Chavan, Karan Singh Sc Co billed as **the 
hawks” of the Swaran Congress, in the 
sense that they are firmly opposed to a 
Congress merger. In the wake ofKarnal, 
these worthies can be no more than frigh¬ 
tened pigeons, seeing that the cat has come 
so close. Karnal, of course, could minister 
to the consolidation not only of the 
Congress but also the Janata. That Mrs 
Gandhi*s nominee could do so well in any 
part of Haryana, of all states, is a loud 
warning that the Janata leadership is fast 
exhausting the scope for capitalizing on 
the public's memory of the emergency 
excesses. 

The Shah Commission is ceasing to be 
even a tourist attraction. All the more so 
because of Mr Lekhi. This man has missed 
his times. He would have been a roaring 
success as a Music Hall artiste. Even as it 
is, he does try hard. Take, for instance, the 
encounter he was determined to stage with 
Mrs Vidyabehn Shah, former president of 


the New Delhi Municipal Committee, when 
she appeared before the Shah Commission 
last week. Mr Lekhi wanted to know 
what special qualifications Mrs Shah had 
for being appointed by the then govern¬ 
ment as the NDMC president. His argu. 
ment was that she did not have any pre¬ 
vious experience of local administration. 

I am no admirer of the politics of the 
Manubhai Shah couple, as they played the 
game in the period after Mrs Gandhi first 
split the Congress and I have no sympathy 
for Mrs Shah when she has to answer for 
her part in the emergency excesses com¬ 
mitted by or through the New Delhi 
Municipal Committee. But fair is fair 
and I think that Mr Lekhi was talking out 
of the wrong corner of his mouth when he 
chose to examine Mrs Shah on her quali¬ 
fications for her former job. 

We know, of course, 

what Mr Lekhi's qualifications are for 
being selected as the government counsel 
before the Shah Commission. But, I, for 
one, certainly do not know what relevant 
qualifications Mr Prabhudas Patwari has 
for the governorship of Tamil Nadu, 
except that he is an elderly Gandhian and 
is reputed to be one of God’s good men. 
The truth is that cronism and other 
versions of favouritism are proven parts of 
the firmly established perquisites of those 
wielding political power and the present 
government is no more averse to the enjoy¬ 
ment of these perquisites than any previous 
government was. The problem with Mrs 
Vidyabehn Shah was not that she lacked 
the qualifications for being chosen as 
president of the New Delhi Municipal 
Committee but that she adopted only too 
readily the mores and manners of the 
company which she was keeping or by 
which she was kept. There is a minor 


MCMNG 

FINGER 


tragedy here. An otherwise intelligent, 
sensible and reasonably accomplished 
woman, she let herself become a willing 
victim of circumstances. 


I am happy to say that I 

am not entirely dependant on Mr V.D. 
Trivadi of The Times of India for my daily 
dose of humour at the breakfast table. 
Other dailies too do their bit, even if not 
always consciously, to keep me amused. 
The Statesman of AptiX 8, for instance, had 
this headline for a report from its 
Washington correspondent on its front 
page: **USA Heeds Desai Plea Against 
Neutron Bomb”. Since I happen to have 
some faith in Mr Warren W. Unna’s sense 
of proportion, I wanted to find out what 
on earth he thought he was writing about. 
Mr Unna, 1 was relieved to find, had not 
stopped being his sensible self. He had 
merely mentioned Mr Desai’s known views 
on the neutron bomb and then thought¬ 
fully added that <<It is not known what 
weight—if any—the prime minister's argu¬ 
ments may have had on President Carter's 
rethinking*'about going ahead with the 
neutron warhead project. What he had 
written certainly does not justify the 
caption given to his report, but, then, such 
of us who know how newspapers are pul 
together, also know that the news rooms 
of our national dailies particularly are 
empires in themselves and not even the 
writ of an Irani runs there. Mr B.G. 
Verghese, perhaps will suggest that the 
Indian press should be restructured and 
placed under the care or custody of some 
giant board of trustees chosen by the 
prime minister in consultation with the 
leader of the opposition (Mrs Gandhi?). 


One does not know 

whether to cry or laugh. The officials 
at the Lucknow zoo, to which the panther, 
suspected to be the man-eater “Pujari” 
of Dogadda, has been taken after its 
capture, are reported to be worried 
because the beast is not eating. Perhaps 
it has lost its taste for animal flesh. Why 
don't they tempt it with a child or a 
pregnant girl for either of which the 
man-eater has 
been showing ^ I 
such a decided I 
preference? 
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TRADE 

WINDS 


imjiort off Paper 
Equipment 

Ik ORDBR to obviate the shor¬ 
tage of paper and to encourage 
the use of secondary raw mate¬ 
rials for the manufacture of 
paper, government's decision 
to permit the import of second¬ 
hand equipment required for 
relatively small paper plants 
was announced in 1974. This 
facility was tifective till the 
end of December, 1975 and a 
number of schemes have been 
approved in respect of the 
applications received by the 
stipulated date. It has now 
decided further to allow the 
import of second-hand equip¬ 
ment for small paper plants 
on merits until further order. 

The following guidelines 
which were laid down in the 
press note of December 28, 
1974 (as amended from time to 
time) are being repeated for the 
benefit of intending entrepre¬ 
neurs : (a) Applicants should 
not be affiliated to any large 
industrial or commercial group; 
(b) The project should pre¬ 
ferably be located in a back¬ 
ward area; (c) The cost of the 
plant should be substantially 
lower than the cost of a new 
indigenous plant; the c.i.f 
value of the plant should also 
be lower than the foreign 
exchange content of compar¬ 
able indigenously manufactured 
plant; (d) The equipment 
should have a certiHed residual 
life of at least 10 years; for this 
purpose, a certificate from a 
chartered firm of appraisers 
would be required; (e) This 
facility will be limited to plants 


upto a capacity of 30 tonnes 
per day. 

Intending entrepreneurs may 
submit applications for import 
of capital goods to the Secre¬ 
tariat for Industrial Appro¬ 
vals, department of Industrial 
Development, ministry of 
Industry. They may seek the 
advice of the Director General 
of Technical Development with 
regard to foreign exchange 
content of indigenous plants 
of different capacities. 

Excise Exemption 
for Cosmetics 

As a measure of relief to 
small-scale manufacturers of 
cosmetics and toilet prepara- 
tions, the government has 
granted, with effect from 
April 1, 1978 full exemption 
from excise duty on first clear¬ 
ances valued upto Rs 5 lakhs 
of cosmetics and toilet pre¬ 
parations in a financial year 
by the manufacturers whose 
total clearances, for home 
consumption during the prece¬ 
ding financial year, of the said 
goods, did not exceed Rs 15 
lakhs (Rs 13.75 lakhs in res- 
pect of 1977-78 excluding 
March, 1978). 

Support Price for 
Mustard 

For the first time, the 
government has fixed a 
support price for mustard 
seed for the fair average qua¬ 
lity at Rs 225 per quintal for 
the 1977-78 season. The 
support operations have been 
entrusted to the National Agri¬ 
cultural Cooperative Market, 
ing Federation (NAFED), 
according to an official release. 


With the inclusion of mustard 
seed, about 7S per cent of the 
total production of oilseeds is 
now covered under the price 
support scheme. Support prices 
for groundnut, soyabean and 
sunflower seed for 1977-78 
have already been announced 
by the government. 

Limit off Deposits 
Reduced 

On the basis of the recom¬ 
mendations made by the study 
group on non-banking com¬ 
panies headed by Mr J.S. Raj, 
the government has decided 
to amend the Companies 
(Acceptance of Deposits) 
Rules, 1975, relating to non¬ 
banking non-official companies. 
These modifications have been 
incorporated in gazette extra¬ 
ordinary published separately. 
Some of the more important 
modifications relate to: (1) The 
present limit of 15 per cent of 
the aggregate of the paid up 
capital and free reserves in 
clause (i) of sub-rule (2) Rule 
3 will stand reduced to 10 per 
cent with effect from April I, 
1979 and if the deposits of 
this category exceed 10 per 
cent on that date, such deposits 
will have to be reduced to the 
limit of 10 per cent on or be¬ 
fore April 1, 1980. From April 
I, 1980 the limit for aggregate 
deposits of all categories 
covered under these rules shall 
be 25 per cent as against 40 
per cent at present. 

(2) The maximum period for 
which the non-banking non- 
financial companies will be 
able to accept deposits will be 
36 months. (3) Rule 2(b) (iv) 
of the rules has been amended 
to bring within the purview of 
the rules all inter-company 
deposits which stand at present 
excluded, except any deposit 
received from another company 
by a company which has not 
gone into commercial produc¬ 
tion and has not accepted any 


deposits from public. (4) A 
private company which has be¬ 
come a public company under 
section 43A of the Companies 
Act, 1956 shall be treated as a 
private company under Rule 
2(b)(ix) of the rules provided 
it retains the characteristics of 
a private company. (5) For 
the purpose of benefit under 
rule 2(b) (ix) of the rules, the 
director or shareholder, from 
whom money is received by 
the company will have to 
furnish a declaration in writ¬ 
ing to the effect that the 
amount is not being given out 
of funds acquired by borrow¬ 
ing or accepting from others. 
(6) The form of advertisement 
prescribed in Rule 4 for invit¬ 
ing deposits has been amplified 
particularly to give out more 
details relating to the financial 
position of the company to 
enable intending depositors to 
have a proper appreciation of 
the financial position of the 
company. The form of return 
to be filed with the Registrar 
of Companies pursuant to Rule 
10 of the rules has also been 
amplified to disclose more in¬ 
formation. 

New Conditions 

Most of the above changes 
will take effect from April 1, 
1978. The companies are well 
advised to go through the com¬ 
plete text of Companies 
(Acceptance of Deposits) 
Amendment Rules, 1978 publi¬ 
shed in the gazette for full in¬ 
formation and details. Members 
of public who are interested in 
investing in company deposits 
are well advised to satisfy 
themselves thoroughly about 
the financial position of the 
company and its capacity to 
repay principal and interest, 
before making their invest¬ 
ments. From April 1, 1978 a 
company will have to indicate 
in its advertisement inviting 
deposits that it has no overdue 
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deposits other than unclaimed 
deposits or include a statement 
showing the amount of such 
overdue deposits. A declare* 
tion will also have to be given 
in the advertisement to the 
effect; (i) that the com* 
pany has complied with the 
provisions of the rules, 
(ii) that compliance with the 
rules does not imply that re* 
payment of deposits is guara* 
nteed by the central govern¬ 
ment, (iii) that the deposits is 
accepted by the company 
(other than deposits, if any, 
accepted under the provisions 
of the rules, the aggregate 
amount of which will have to 
be indicated) are unsecured 
and ranking pari passu with 
other unsecured liabilities. 

Microwave Towers 
at Bhilai 

To meet the increased 
demand from various agencies, 
the P & T department is setting 
up a factory at Bhilai to manu* 
facture microwave towers, at 
an estimated cost of Rs 49.62 
lakhs. The factory is expected 
to go into production in 
1978*79. The three depart* 
mental telecom factories at 
Calcutta, Bombay and Jabalpur 
produced stores worth 
Rs 1,624.35 lakhs during the 
year 1976*77 against a revised 
target of Rs 1,650 lakhs. The 
output per worker increased 
from Rs 22,390 to Rs 29,011 
during the year. A production 
target of Rs 1,800 lakhs has 
been fixed for the year 1977*78; 
against this target the value of 
production of items upto 
December 1977 was Rs 1136.49 
lakhs. 

During 1976*77, telecom 
factories stepped into the 
export market and executed 
orders for trunk exchanges, 
manual exchanges and spares 
to the tune of Rs 2.23 lakhs to 
the Nepal Telecommunication 
Corporation. Further export 


order for supply of telecom¬ 
munication equipments valued 
at Rs 4.25 lakhs is under exe* 
cution. As a part of diversifica¬ 
tion from traditional items like 
manual exchanges and pole 
line hardware, new items like 
battery eliminators, buttooski 
telephone, manual call control 
equipment have been taken for 
development and production. 

Mora Bonk Branches 

Banks have been asked to 
open at least one branch in 
each of the unbanked commu¬ 
nity development blocks by 
end-June 1978. Giving this 
information the Finance 
minister, Mr H.M. Patel stated 
that there were over 700 un- 
baoked community develop¬ 
ment blocks in the country at 
the end of December, 1976. 
By the end of December 1977, 
this number had been brought 
down to 318. The minister 
said, in Madhya Pradesh there 
were 134 unbanked community 
development blocks at the end 
of December, 1976. At the end 
of December 1977, only 52 
such blocks in the state were 
without a commercial bank 
branch. The precise location 
of the proposed branches with¬ 
in the unbanked blocks allot¬ 
ted to individual banks could 
not be indicated since it depend¬ 
ed on the selection to be made 
by these banks themselves 
having regard to the availabi¬ 
lity of the requisite facilities, 
business potential etc. 

Control Towers for 
Aorodromas 

The minister for Tourism and 
Civil Aviation, Mr Purushottam 
Kaushik, informed Lok Sabha 
recently that control towers 
were available at all civil 
aerodromes in the country 
through which Indian Airlines 
operated scheduled air services. 
However, provision had been 
made in the five-year Plan 


1978*83 for the construction of 
modern control towers and 
technical blocks at 16 civil aero¬ 
dromes. New technical blocks 
and control towers will be built 
at Oauhati, Trivandrum and 
Ranchi. New technical blocks 
were also proposed to be con¬ 
structed at Imphal, Visakha- 
patnam, Jabalpur, Belgaum 
and Bangalore while new 
control towers would be built 
at Ahmedabad, Raipur, Luck¬ 
now, Port Blair, Aurangabad, 
Behala, Rajkot and Madras. 
Construction of a new control 
tower at Visakhapatnam had 
already been sanctioned. Plans 
and designs are under pre¬ 
paration and the work is ex¬ 
pected to be started in 1978*79. 

Crude Steel Output 

Crude steel production in 
the country touched an all 
time high figure of 9.93 
million tonnes during the year 
1977-78. This production from 
the main steel plants and the 
mini-steel plants taken together 
exceeds the previous years 
production by 14,000 tonnes. 
Despite acute power shortage 
and problems of quality and 
shortages of supply of coking 
coal, faced by the steel plants 
during most part of the year, 
saleable steel output from all 
the producers in 1977-78 was 
8.04 million tonnes, also an 
all-time high, exceeding 1976-77 
total production by 18,000 
tonnes. 

An outstanding feature of 
the year 1977-78 was that after 
a recessionary trend for almost 
three years total sales of steel 
outstripped production and the 
main producers depleted their 
stocks by 560,000 tonnes. The 
public sector plants under the 
Steel Authority of India Ltd 
depleted these stocks by 500,000 
tonnes. Domestic sales from 
the main producers showed 
a pick-up of 12 per cent as 


compared to the previous 
year's sales. 

Due to increasing domestic 
demand exports were restricted 
during the year. Total exports 
of steel from the main plants 
was 939,000 tonnes as against 
1,040,000 tonnes in 1976-77. 
Exports from SAIL units were 
marginally lower than the pre- 
vious year’s exports. These 
plants exported 714,000 tonnes 
of steel as against 781,000 
tonnes exported in 1976-77. 

The plants at Bhilai, Durga- 
pur and the alloy steels plant 
touched an all-time high pro¬ 
duction of ingot steel while 
Rourkela steel plant and 
TISCO gave all-time high 
production of saleable steel. 
Total production of ingot steel 
from the six main plants broke 
even with the 1976-77 produc¬ 
tion at 8/42 m llion tonnes 
though the saleable steel pro¬ 
duction from these plants 
during 1977-78 fell marginally 
short of 1976-77 production. 
During the year just ended 
saleable steel production from 
these plants was 6.89 million 
tonnes as compared to 6.92 
million tonnes produced in 
1976-77. Production loss due to 
frequent power restrictions 
faced by all the plants during 
the year just ended was to the 
tune of 160,000 tonnes. Bokaro 
steel plant was the worst 
sufferer having lost 103,000 
tonnes of saleable steel on 
account of power shortage. 

Sponge Iron Plant in 
Andhra Pradesh 

Mr Biju Patoaik, minister of 
Steel and Mines, informed 
the Lok Sabha recently that 
a sponge iron project was 
proposed to be set up at 
Kothagudem in Andhra Pradesh 
for demonstration and experi¬ 
mental purposes. It will 
have a production capacity of 
30,000 tonnes of‘sponge iron 
utilising solid reductants like 
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noo-coking coal and indigenous 
raw materials. The plant is 
being set up by Sponge Iron 
(India) Limited, a public sector 
undertaking. The project would 
be based on SL/RN process 
of the West German firm of 
Lurgi. it is expected to be 
commissioned in early 1980. 
Another state government 
undertaking (Industrial Pro¬ 
motion and Investment Corpo¬ 
ration of Orissa Limited) was 
also holding a letter of intent 
for production of 300,000 
tonnes per annum of sponge 
iron, the minister said. A 
foreign collaboration proposal 
submitted by the company was 
being considered by the 
government. 

New Telephones for 
Delhi in 1978-79 

The Delhi Telephones has 
prepared an ambitious program¬ 
me of expansion for the year 
1978-79. More than 25,000 
new lines will be added to 
Delhi telephones network 
during the year. According 
to the general manager, Dr 
P. N. Chaudhry, two 10,000 
lines new exchanges are under 
installation at Tis Hazari and 
Shaktinagar in north Delhi. 
These exchanges are expected 
to be commissioned by Decem¬ 
ber this year. A new tele¬ 
phone exchange is under instal- 
lation at Nehru Place with 
2,000 lines capacity. This ex¬ 
change will be commissioned 
in June this year. The capa¬ 
city of the Okhla exchange is 
being expanded by 1700 lines 
by the end of the year. The 
capacity of the Shahdara east 
exchange also will be increas¬ 
ed by another 1600 lines. A 
proposal has been approved 
for installation of 10,000 lines 
exchange at Nehru Place for 
which building plans have 
been cleared and the construc¬ 
tion is expected to com¬ 
mence shortly. During the 


year 1977-78, more than 19,700 
lines have been added to 
Delhi telephones. Bulk of 
the expansions have been 
completed during the last 
four months of the financial 
year 1977-78. 

Vishakhapatnam Port 

Vishakhapatnam port has 
achieved a record of over 10 
million tonnes of cargo handled 
during 1977-78. It is the first 
port on the east coast to have 
crossed this mark. The port 
handled a total cargo of 10.17 
million tonnes during the year 
as against 9.12 million tonnes 
in 1976-77. Exports of iron 
ore were also the highest ever 
recorded from this port. About 
6.05 million tonnes of iron ore 
were exported along with 11 
lakh tonnes of iron ore lines, 
which were handled for the 
first time during ths year. 
Total exports from Vizag port 
were of the otder of 7.15 
million tonnes as against 6.13 
million tonnes in the previous 
>ear. Imports stood at 2.56 
million tonnes which represen¬ 
ted a marginal increase of 
about 8,000 tonnes over the 
last year’s figures. Tranship¬ 
ment cargo registered an in¬ 
crease of 28,652 tonnes to 
touch the figure of 4.23 lakli 
tonnes. 

HUDCO's Contribution 
in Kerala 

The Housing & Urban 
Development ^ Corporation 
(HUDCO), is helping the 
Kerala Housing Board and 
some other state government 
organisations, to construct 
32,761 dwelling units, 195 non- 
residential buildings and in 
developing 35 plots. Some 
97 per cent of the houses 
would be for families whose 
income does not exceed 
Rs 600 pm. HUDCO has so 
far sanctioned 28 housing 
schemes in Kerala involving 


loans totalling Rs IS.IS crores 
which would benefit the towns 
of Nedumangad, Cannanorc, 
Calicut, Trivandrum, Cochin/ 
Emakuiam, Iringalakuda, 
Moovattupuzha and a number 
of rural areas throughout the 
state of Kerala. These sche¬ 
mes would finance urban deve¬ 
lopment of Cochin city, help 
the state housing board to 
construct 1850 low cost 
(Rs 3767 per unit) urban dwel¬ 
lings under the board’s “10,000 
houses scheme”, assist 2200 
socially disadvantaged families 
in building houses for them¬ 
selves through schemes of the 
Kerala Scheduled Castes and 
Scheduled Tribes Corporation. 

HIVIT Reorganisation 

The government has decided 
to restructure the state-owned- 
Hindustan Machine Tools Lid 
(HMT) on the pattern of the 
Bharat Heavy Electricals 
(BHEL). Such a step is being 
taken to bring about greater 
efficiency and thus increase 
production of the various 
units of the HMT. 

Under the new corporate 
management system, the 
various production units of 
the HMT would be clubbed in 
three groups of machines tools, 
watches and tractors etc. with 
each of these headed by an 
c.\ecutive director. 

The management at the cor¬ 
porate level comprises the 
chairman and managing di¬ 
rector and three other di¬ 
rectors each looking after 
finance, personnel and internal 
operation. The HMT would 
continue to be a single cor¬ 
poration or a company with 
single board of management. 

The sources maintain that 
Dr Pdtil, the present chairman 
of HMT had always opposed 
the corporate plan. However, 
the officers of the HMT have 
been appointed as functional 
and executive directors of the 


board and there is a proposal 
under consideration to upgrade 
their scales of pay. It is actu¬ 
ally in this context that the 
HMT board is considering 
various proposals for identi¬ 
fying the responsibilities of 
individual directors and to 
improve the managerial and 
productive efficiency of the 
company. 

Janata Hotels for 
Tourists 

A 1250-bed Janata hotel 
will be constructed at New 
Delhi at a cost of Rs 3 crores. 
Work on this project will 
commence shortly, and is likely 
to be completed in two phases, 
within a period of two to three 
years. The draft five-year Plan 
for the period 1978-83 envi¬ 
sages the construction of 
Janata hotels at the four 
metropolitan cities of Delhi, 
Bombay, Calcutta and Madras. 
The other centres including 
those in Madhya Pradesh 
where Janata hotels will be put 
up in the central sector will be 
determined after undertaking 
a survey, depending upon the 
resources made available for 
this purpose. 

Names in the News 

Six more persons have been 
appointed as directors on the 
board of directors of the 
Nitional Buildings Construc¬ 
tion Corporation. The new 
Dircctois ; Lt. Gen. J.S. Bawa, 
E in-C, MES.. Army Head 
quarters; Mr T.S. Vedagirj, 
Chief Finginter (Designs), 
Central Public Works Depart¬ 
ment; Mr A.K. Ramayya, 
Difi clor (Civil Engineering), 
Railway Board; Mr N.V. 
Raman, Scientist Incharge, 
Structural Engineering Re¬ 
search Centre, Roorkee; Mr 
N P. Agarwalla, Manager 
(Business Development), Engi. 
neers India Limited; and Mr 
K.P. Battiwala, Chief Engineer, 
Tata Electric Companies. 
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13 Foreign Companies 
Wind Up 

Thirteen foreign companies 
have so far indicated their 
inability to operate in India 
within the equity levels per- 
piitted in terms of the guide¬ 
lines laid down for the adminis* 
tration of Section 29 of the 
Foreign Exchange Regulation 
Act. 

While some of these compa¬ 
nies have already ceased their 
trading, commercial, industrial 
activities, the others will do so 
during the current year. How¬ 
ever, the actual winding up 
of their business, such as 
disposal of assets, may take 
a longer time. 

Giving this information in 
the Lok Sabha recently during 
question-hour, the Finance 
minister, Mr H. M. Patel, 
stated that in terras of the 
FERA, no foreign company 
can dispose of its assets with¬ 
out the prior permission of 
Reserve Bank of India. 
Further, while dealing with 
requests for valuation and 
repatriation of sale proceeds, 
all outstanding liabilities such 
as amounts due to banks are 
adjusted. 

The names of 13 foreign 
companies which have decided 
to wind up their establishments 
in India because of their inabi¬ 
lity to comply with the FERA 
guidelines are : 

A. Johnson and Co (India), 
Calcutta (branch); Baker 
Parkins International Ltd, 
Bombay (branch); Bunge and 
Co Ltd, Calcutta (branch); 


Ccca Cola Export Corpo¬ 
ration, New Delhi (branch); 
Columbia Gramophone Co 
of India (Private) Ltd, 
Calcutta (rupees company); 
Consolidated Pneumatic Tool 
Co Ltd, Bombay (branch); 
Eli Lilly and Co of India Inc, 
Bombay (branch); INGRA, 
New Delhi (branch); IBM 
World Trade Corporation, 
New Delhi (branch); Kendall 
Farms Private Ltd, Calcutta 
(rupee company); Torrance 
and Sons Ltd, Madras 
(branch); Van Rees India, 
Calcutta (branch) and Wcddel 
(India) Ltd, Calcutta (rupee 
company). 

Revathi-CP Equipment 

Chicago Pneumatic Tool 
Company (CP), who arc the 
leading manufacturers of dril¬ 
ling rigs in the USA, have 
planned to commence pro¬ 
duction in India through a 
recently established collabora- 
tion company — Revathi-CP 
Equipment Limited. Even 
though India is quite active in 
the drilling industry for the 
general growth of the natural 
wealth, there is a wide gap in 
the technology between the 
equipment manufactured in 
the USA and India. Chicago 
Pneumatic with well founded 
research and development 
activities are able to maintain 
the leadership in the drilling 
industry in the USA. 

High pressure pneumatic 
drills coupled with sophisticat¬ 
ed hydraulic systems are able 
to give maximum production 
in any type of formations. 
These drills are able to take 


ady type of abuse at the time 
of drilling which are generally 
met with at the lime of operas 
tion. The company intends 
manufacturing drilling machi¬ 
nery comparable to any 
modern equipment manu¬ 
factured elsewhere and thus 
creating a potential for ex¬ 
port competing with any other 
manufacturer in other parts of 
the world. 

Tufted Carpets 

Tufted Carpets and Wool¬ 
len Industries Ltd, a new 
company promoted by the 
Indian Tool Manufacturers 
Ltd, is entering the market on 
April 27, with a public issue 
of Rs 79.38 lakh in equity 
shares of Rs 10 each at par. 
The entire issue has been 
underwritten. 

The company is setting up 
a plant for the manufacture 
of tufted carpets al Sikandara- 
bad industrial area (Uttar 
Pradesh). The plant which i.s 
equipped with four looms has 
a capacicy to turn out 25 lakh 
Ib. of 100 per cent pure wool 
machine-made carpets. 

The company has entered 
into a financial-cum-markcting- 
cum-technical collaboration 
agreement with Besmer Tep- 
pichfabrik Mertens KG of 
West Germany, which is well- 
known in this field. Besmer 
has agreed to sell and distri¬ 
bute 80 per cent or more of 
the company's production, but 
the company, it is said, is not 
obliged to make available all 
this quantity to the West Ger¬ 
man concern. It can, on its 
own, export the carpets ab¬ 
road if it could realise better 
prices than those offered by 
Besmer. 

The cost of the project is 
estimated at Rs 4.S4 crores, 
of which plant and machinery 
alone will account for Rs 2.30 
crores. The project is to be 
financed as follows: Rs 1.6 


crores by way equity capital, 
26 per cent of which is subs¬ 
cribed by promoters and ano¬ 
ther 25 per cent by the foreign 
collaborators. Long-term loans 
account for R.s 2.92 crores. 

The chairman, Mr Ashok 
V. Birla, stated recently that 
the outlook for the company’s 
project is quite good. The 
plant Is expected to go into 
production in May and full 
capacity is expected to be 
reached in October this year. 
Indian wool is quite suitable 
for the manufacture of carpets, 
the demand for which is grow¬ 
ing. Apart from meeting the 
domestic demand from users 
like airlines, hotels and com¬ 
mercial complexes, there is 
good scope for effecting ex¬ 
ports. The company has 
already procured orders of the 
value of Rs 70 lakhs. Cash 
compensatory support is avail¬ 
able on exports The turnover 
could be Rs 7.5 crores a year 
when the plant is in full pro¬ 
duction. 

Tea Trading 
Corparatien 

A smart rise of 150 per cent 
in the value of exports is the 
highlight of sales performance 
of the Tea Trading Corpora¬ 
tion of India (TTCI) during 
1977-78. 

According to provisional 
estimates, TTCl’s exports 
picked up to Rs 850 lakhs in 
1977-78 against the target of 
Rs 750 lakhs. 

With domestic sales reaching 
the projected level of Rs 350 
lakhs, TTCI’s sales turnover 
for the year stood at Rs 1,200 
lakhs, surpassing the target ot 
Rs 1,150 lakhs. In 1976-77. 
TTCI had registered a sales 
turnover of Rs 710 lakhs. 

Encouraged by the perfor¬ 
mance, TTCI has set its sights 
higher and fixed the sales 
target at Rs 1,600 lakhs of 
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wh^h exports are projected at 
Rs 1,200 lakhs. 

For TTCl, fiscal 1977-78 
should signify a break with the 
past; for only four years back 
in 1975-76 it had to content 
itself with exports of just one 
lakh rupees and sales turnover 
ofRs 136 lakhs. 

The bulk of its exports was 
in the value-added form, viz., 
packet lea and tea bags of 
Rs 850 lakhs, exports worth 
as much as Rs 600 lakhs were 
made in the last quarter of 
1977-78. In servicing over¬ 
seas orders, it had to reckon 
with disruptiod in ware¬ 
house operations during Sep- 
temberand October last and 
again from mid-January on¬ 
wards. 

While it is yet to sort out 
the warehousing problem it 
has the satisfaction of having 
opened 1978-79 with a fairly 
comfortable order book posi¬ 
tion—Rs 400 lakhs on the ex- 
port side and Rs 200 lakhs 
from defence and other internal 
buyers. 

Hindustan Ferodo 

The directors of Hindustan 
Ferodo Ltd, has proposed a 
higher hnal equity dividend of 
IS per cent (Rs 1.50) on the 
Rs 10 paid-up share for the 
year ended December 1977, as 
against 14 per cent paid for 
the previous year. With the 
interim dividend of 12 per cent 
(Rs 1.20), the total for the year 
comes to 27 per cent (Rs 2.70), 
as against 25 per cent (Rs 2.50) 
in the previous year. The 
dividends will absorb Rs 67.01 
lakhs (Rs 62.04 lakh). 

Sales have risen from Rs 
1254.94 lakhs to Rs 1576.55 
lakhs, and the gross profit from 
Rs 198.90 lakhs to Rs 275.86 
lakhs. After adjustments, the 
net profit has amounted to Rs 
96.06 lakhs (Rs 78.09 lakhs). 

The directors prop>ose to 
transfer Rs 26.34 lakhs 


(Rs 16.18 lakhs) to the general 
reserve. 

Nav Bharat 
Rafrigoration 

Nav Bharat Refrigeration 
and Industries has received 
sanction from the government 
for its proposed one-for-one 
bonus issue. The company has 
done well in 1977. Though the 
gross profit has declined to 
Rs 15.99 lakhs from Rs 17.14 
lakhs in 1976, the equity divi. 
dend has been stepped up to 20 
per cent from IS per cent 
paid in 1976. After providing 
Rs S.08 lakhs (Rs 4.43 lakhs) 
for taxation, there is a surplus 
of Rs 4.60 lakhs against 
Rs 5.34 lakhs. Equity dividend 
will absorb Rs 2 lakhs (Rs 1.50 
lakhs). A sum of Rs 2.59 
lakhs (Rs 3.90 lakhs) has been 
transferred to general reserve. 

Gujarat Fertilizers 
Expansion 

Gujarat State Fertilizers Co 
is going ahead with its new 
projects. The letter of intent 
issued for the establishment of 
nylon-6 plant of 4,000 tonnes 
per annum capacity has now 
been converted into an indus¬ 
trial licence. The government 
has approved the contracts 
entered into by company with 
Investa AG of Switzerland for 
technical collaboration. The 
construction work will begin in 
July 1978 and the plant is 
scheduled to be commissioned 
by the middle of4980. 

Steps are being taken to 
convert the letter of intent for 
malamiqe into an industrial 
licence. For the establishment 
of 5,000 tonnes melamine by 
Voest Alpine of Austria. The 
company has also undertaken 
a de-bottenecking programme 
for phosphoric acid plant and 
signed a contract with Bearden 
Potter Corporation, USA for 
getting the required engineer, 
ing package. Actual plant 


modification will be under, 
taken in September 1978 and 
the entire de-bottlenecking pro- 
gramme is expected to be com¬ 
pleted by March 1979. For the 
purge gas recover project, 
Linda of West Germany has 
been selected as foreign con¬ 
tractor. The total investment 
in this project will be around 
Rs 10.05 crorcs including 
foreign exchange portion of 
Rs 4.35 crores. The project is 
expected to be completed by 
June 1979. A letter of intent 
has been obtained for setting 
up another sulphuric acid 
plant. 

Hindustan Brown 
Boveri 

Hindustan Brown Boveri 
proposes to set up a new 
undertaking for the production 
of steam turbines up to 3000 kw 
with an installed capacity of 
86 turbines per annum. This 
project is proposed to be under- 
taken by a new company under 
the style S.J.S. Engineering Co 
Ltd, which will be a 100 per 
cent subsidiary of Hindustan 
Brown Boveri. The cost of the 
project is estimated at Rs 1.20 
crores, which is proposed to be 
met by share capital to be 
subscribed by HBB (Rs 60 
lakhs), term loans from banks 
(Rs 30 lakhs) and bank bor¬ 
rowings for working capital 
(Rs 30 lakhs). The company 
has sought government sanc¬ 
tion under the MRTP Act for 
the proposed venture. 

Associated Bearing 

Associated Bearing Co has 
maintained dividend for 1977 
at 20 per cent. According to 
the preliminary statement, 
sales have risen by five per cent 
from Rs 18.91 crores in 1976 
to Rs 19.86 crores in 1977. 
Gross profit went up from 
Rs 373.19 lakhs toRs 401.48 
lakhs. After providing Rs 63.13 
lakhs (Rs 60.92) for deprecia¬ 


tion Rs 27 lakhs (Rs 16 lakhs) 
for investment allowance and 
Rs 161.75 lakhs (Rs 156 lakits) 
for taxation, and after making 
some adjustments the dis¬ 
posable surplus is Rs 179.68 
lakhs (Rs 174.53 lakhs). Divi¬ 
dends will absorb Rs 117.65 
lakhs (same). A sum of Rs 14 
lakhs (Rs 26.44 lakhs) has 
been transferred to general 
reserve, leaving a sum of 
Rs 48-03 lakhs to be carried 
forward. 

Scindia Steam 

For the year ended June 30, 
J977, the total turnover of the 
Scindia steam Navigation Co. 
Ltd, including other receipts, 
comes to about Rs 103.94 crores 
Rs 92.2! crores). The gross 
profit during the year amounts 
to Rs 10.84'crores Rs (13.02 
crores). After providing 
Rs 8.24 crorcs for deprecia¬ 
tion (Rs 7.53 crores) and 
(Rs 2.65 crores inclusive of 
Rs 50 Itikhs for foreign taxes), 
the net profit is Rs 2.10 crorcs 
as against Rs 2.81 crores for 
the previous year. Rs ISO 
lakh is provided for develop, 
ment rebate reserve as against 
Rs 71 lakhs provided for devc- 
for investment allowance re- 
reserve for the previous: year. 
Rs 10 lakhs (previous year 
Rs 20 lakhs) is appropriated 
to general reserve as statu¬ 
tory reserve. 

With the balance brought 
forward from previous year 
amounting to Rs 3.83 crores 
and Rs 2.52 crores for deve¬ 
lopment rebate reserve writ¬ 
ten back, the total amount 
available for disposal is Rs 
6.85 crores. Out of the above 
amount, the directors have 
sanctioned the payment of 
interim dividend at the rate 
of Rs 2 per share, absorb- 
ing the amount of Rs 190 
lakhs (41.6 per cent of this divi¬ 
dend was provisionally deter¬ 
mined as exempt from tax under 
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Scciion 80K of the Income- 
tax Act. Tiie directors have 
now recommended a final 
dividend of 50 paise per share, 
subject to deduction of tax, 
making a total distribution for 
the year at the rate of Rs 2.50 
per share. The final dividend, 
if sanctioned, together with 
the interim dividend, already 
paid, will absorb an aggregate 
amount of Rs 2.37 crores leav¬ 
ing the balance of Rs 4.48 
crores to be carried forward. 

Amar Oya-Chem 

The directors of Amar Dye- 
Chem. Ltd, Bombay, have re- 
commended a dividend of 12 
per cent as against 14 per cent 
paid for the previous year on 
a smaller capital. The com¬ 
pany issued in 1977, 108,873 
equity shares as bonus shares 
in the ratio of one share for 
every two shares held. 

In spite of labour unrest and 
the consequent lockout in 
October 1977, the gross sales 
increased from Rs 27.84 crores 
to Rs 27.99 crores, exports 
comprising Rs 2.05 crores (Rs 
2.4 crores). The gross profit, 
however, has declined from 
Rs 3.59 crores to Rs 3.48 crores. 

The net profit has also dec¬ 
lined from Rs 130.60 lakhs to 
Rs 64.88 lakhs, after providing 
Rs 100.61 lakhs(Rs 73.88iakhs) 
for depreciation, Rs 88.41 lakhs 
(Rs 155 lakhs) for taxation, Rs 
78.95 lakhs (nil) for develop¬ 
ment rebate. 

Khandelwal Herrmann 

Khandelwal Herrmann Elec¬ 
tronics Ltd, manufacture elec¬ 
tronic components and semi¬ 
conductors like selenium recti¬ 
fiers, silicon diodes, thyristors, 
and photocells have entered 
into a collaboration with the 
wSiemens AG, West Germany, 
for manufacture of silicon con¬ 
trolled rectifiers and triacs. 

According to Mr K.K. 
Khandelwal, the director of the 
company, about Rs 1 crore 


would be invested initially to 
set up the project. The agree¬ 
ment to set up the project has 
been approv^ by the Project 
Approval Board of the govern¬ 
ment of India. In the first stage 
the company will start produc¬ 
ing silicon controlled rectifiers 
and triacs. The special feature 
of these devices produced will 
be that they will be made in 
plastic housing and consequen¬ 
tly will be cheaper for use in 
housenold appliances and other 
small motor controlled systems 
presently not produced in the 
country. The company pro¬ 
posed to set up the plant in 
Maharashtra and the total 
investment envisaged would 
be around Rs 2 crores spread 
over three years. During 1976- 
77 the company had a turnover 
of Rs 75 lakhs. However, dur¬ 
ing 1977-78, the turnover is ex¬ 
pected tobe around Rs I crorc. 

Anil Hardboards 

The Punjs of New Delhi, 
who control Fcdder Lloyd 
Co Pvt Ltd, Lloyd Insula¬ 
tions (India) Pvt Ltd and 
Lloyd Bitumen Products Pvt 
Ltd, are making a bid to ac¬ 
quire the controlling interest 
in Anil Hardboards Ltd of 
Bombay. According to Mr 
Yogender Prakash Punj, he 
and his associates have pur¬ 
chased around 27,000 equity 
shares of Rs 100 each of 
Anil Hardboards for a total 
sum of around Rs 10 lakhs. 
Out of these, only around 800 
shares have been transferred 
in their names, while the 
balance, which they have pur¬ 
chased from the share market 
as also from some leading 
banks, have not been trans¬ 
ferred yet to their names since 
the present management con¬ 
trolled by the Jollys have re¬ 
fused these transfers. They 
have approached the Company 
Law department of the govern¬ 
ment of India in the matter 


and hope to get justice soon. 
Anil Hardboards* paid-up 
capital is 65.955 equity shares 
of Rs 100 each. Thus the 
Punjs have purchased around 
40 per cent of the company's 
shareholding. 

Mr Punj told newsmen in 
Bombay on Wednesday that 
the group’s total annual turn¬ 
over was around Rs 15 crores. 
He said the group had taken 
interest in Anil Hardboards, 
since it believes that the com¬ 
pany's plant is quite good and 
with the introduction of some 
new products and particular¬ 
ly the insulation materials, 
it could be made viable in a 
short-time. As is known, Anil 
Hardboards has been pavSsing 
through difficult times for the 
past few years due mainly to 
financial constraints. Mr Punj 
stated that his group would 
be in a position to arrange 
for the necessary finance. It 
could also help marketing the 
company’s products. 

Falcon Tyres 

Falcon Tyres has achieved 
sales of Rs 1.22 crores in the 
first six and a half months of 
the current year (July 1977 to 
mid-January 197S). The com¬ 
pany produced during the 
period 1.37 lakh tyres, 1.66 
lakh tubes and 1.34 lakh V 
belts at its factory near 
Mysore. It is raising addi¬ 
tional capital of Rs 10 lakhs 
in one lakh equity shares of 
Rs 10 each at par to be issued 
as right shares in the ratio of 
one for five. The company’s 
Rs 10 equity shares are current¬ 
ly mentioned at around Rs 4. 

Sandoz 

There is good news for the 
shareholders of Sandoz (India). 
The directors have proposed 
not only a higher dividend of 
Re. 1.60 per share for 1977 
against Re. 1.40 for the pre- 
vioas year but also a bonus 
issue in the one-for-three ratio¬ 


involving capitalisation of 
reserves amounting to Rs 62.50 
lakhs. 

The company has turned out 
strikingly better results for 
1977. The turnover has risen 
by about 24 per cent from 
Rs 31.09 crores to Rs 38.55 
crores and the gross profit by 
nearly 34 per cent from Rs 4.16 
crores to Rs 5.56 crores. 

Hindustan National 

Hindustan National Glass 
and Industries has earned a 
substantially higher profit of 
Rs 97.50 lakhs for the year 
ended March 31, 1977 against 
Rs 40.51 lakhs in the previous 
year after providing for depre¬ 
ciation. A sum of Rs 53.97 
Inkhs as against Rs 23.70 lakhs 
has been provided for taxation. 
After making adjustments, the 
disposable surplus amounts to 
Rs 62.70 lakhs. Of this, the 
proposed dividend on equity 
shares will absorb Rs 10.46 
lakhs (nil) while Rs 64,380 has 
been provided for interim 
dividend on preference shares 
for 1975-76 and 1976-77. 
After transferring Rs 51.50 
lakhs (nil) to the general reser¬ 
ves a sum of Rs 9,522 has 
been carried forward. 

Alkali and Chamical 

Alkali and Chemical Corpo¬ 
ration is going ahead with its 
various expansion programmes. 
The formulation unit of the 
pharmaceuticals project at 
Ennore was commissioned on 
schedule and saleable products 
were produced in September, 
1977. All units of the paints 
project in Taiwan were handed 
over to Dclux Paint Co. Ltd. 
and the plant went on stream 
in September 1977, two months 
ahead of schedule. Recently, 
the company has finalised 
arrangements to provide techni¬ 
cal and engineering services 
required for the construction 
of the savlon formulation and 
hotting plant in Taiwan. 
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licsncBs and Lattais of Intent 

Thb follow(no licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of January 1978. The list contains the names and 
addresses of the licensees, articles of manufacture, type of 
licences—New Undertaking (NU), New Articles (NA), Substan¬ 
tial Expansion (SE), Carry on Business (COB), Shifting—and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Liconcos Issued 

Metallurgical Industries (Ferrous) 

M/s Alunednagar Forgings Ltd, A/22, Grand Paradi, 
August Kranti Marg, Bombay-400036 (Ahmednagar-Maliarash- 
tra)—Sophisticated Steel Forgings below 8/10 kgs in weight—2,000 
tonnes—(NU) 

M/s Perfect Fasteners Pvt Ltd, 25/69, Panjabi Bagh, New 
Delhi (Faridabad-Haryana)—Machine Screws (Self tapping and 
specialised type)—500 tonnes—(NU) 

M/s Bareja Knipping Fasteners Ltd, i6-B/4, Asaf Ali Road, 
New Del hi-II0002 (Gurgaon-Haryana)—Precision Sheet Metal 
Self Tapping Screws-600 tonnes—(NU) 

Prime Movers (Other than Electrical Generators) 

M/s Bharat Heavy Electricals Ltd, 18-20, Kasturba Gandhi 
Marg, New Delhi-110001 (Medak, Sangareddy AP)—High Speed 
Drive Turbines—12 sets-(NA) 

Electrical Equipment 

M/s Keltron Counters Ltd, KeJlron House, Tiivan- 
drum-695001 (Trivandrmn-Kerala)-Digital Programme Timers— 
5,000 Nos, Electronic Time Movements—5,000 Nos -(NA) 

M/s Power Systems and Projects Pvt Ltd, System House, 
Palghat-678007 (Palghat-Kcrala)—Precision Impedance bridge 
(accuracy better Jian 5 per cent)—50 Nos, High frequency band¬ 
width oscilloscope (more than 50 MHz)—100 Nos, Precision 
power supply (resolution better tliaii 0.002 per cent)—200 Nos, 
Selective level meters —50 Nos, Strip Chart recorders and X-Y 
recorders—100 Nos, Digital frequency counters—100 Nos, Digi¬ 
tal multimeter (with auto and remote range selection facility)— 
100 Nos, Sweep generators to cover upto VHF/UHF/microwavc 
ranges—50 Nos—(NU) 

M/s J.V. Electronics Ltd, 808-9, Meghdoot, 94, Nehru Place, 
New Delhi-110024 (Faridabad-Haryana)—Silvered Mica Plates, 
Sections & Components—From 200 million Nos to 350 million 
Nos (after expn), Silvered Mica Capacitors—15 million Nos-- 
(SE) 

M/s Devidayal Electronics & Wires Ltd, Gupta Mills Estate, 
Reay Road, Bombay-400010 (Bangalore-Karnataka)—Cassette/ 
Cartridge Drives—100 Nos, Alpha-numeric Display Terminals- 
100 Nos- (NA) 

M/s Andhra Pradesh Lightings Ltd, Parisrama Bhavanam, 
5-9-58/B, Fateh Maidan Rd, Post Box No 1049, Hydera¬ 
bad-500029 (AP) Anantapur Rayalasecma Region—AP)—GLS 
Lamps-7.5 million Nos—(NU) • 

M/s Tata Engineering & Locomotive Co Ltd, Bombay House, 
24, Homi Mody Street, Fort, Bombay-400023 fPune-Maha- 
rashlra)—^Printed Circuit Motors up to 2.2 KW ratings-* 150 
Nos-(NA) 

Transportation 

M/s Binani Metal Works Ltd, 103/24/1, Foreshore Rd, Sib- 
bur, Howrah-711101 (Howrah-West Bengal)—Marine Propellers 
—600 tonnes—(NA) 

Industrial Instruments 

M/sBestobell Indian Ltd, 311-312, Ansal Bhavan, 16, 
Kasturba Gandhi Marg, New Delhi-110001 (Calcutta-West 
Bengal)—Industrial pressure indicators (above 50 lbs per square 
inch)-4,000 Nos—(NA) 


Chemicals (Other lhan Fertilizers) 

M/s J.K. Synthetics Ltd, Ashoka Estate, 2nd Floor, Bara- 
khamba Road, New Delhi-110001 (Kola-Rajasthan)—DMT— 
4,000 tonnes Mono Ethylene Glycol (by-product)^—1,000 tonnes 

M/s Stretch Fibres (India) Ltd, 20, Dr E. Moses Road, 
Mahalaxmi, Bombay-400011 (Nagpur-Maharashtra)—Nylon 
Yarn—3,660 tonnes,—4,200 tonnes (after expansion)—(SE) 

M/s Rapicut Carbides Ltd, “Chandramanli”, Plot No 9, 
Shivaji Coop Housing Society, Punc-411016 (Broach-Gujaral)— 
(i) Tungsten and Tungsten Carbide Products—15 tonnes,’(ii) 
Hydrogen Gas—60,000 cubic meters (for captive use)—(NU) 

M/s Indian Drugs & Pharmaceuticals Ltd, N-12, South 
Extn-I, New Delhi-110049 (Hyderabad-AP)—Inorganic chemi¬ 
cals—1 10 tonnes, Organic chemicals—68 tonnes, Miscellaneous 
classified chemicals—2 tonnes—(NA) 

Drugs and Pharmaceuticals 

M/s Indian Drugs & Pharmaceuticals Ltd, N-12, South 
Extn-I, New Delhi-110049 (Dchradun UP)—Potassium Penicillin 
—90MMU (Addl),—230 MMU (after expansion), Ampicillin 
Trihydratc—25 tonnes (Addl),—35 tonnes (after expansion). 
Tetracycline Hcl-175 tonnes (Addl),—200 tonnes (after expan¬ 
sion), Erythromycin—26 tonnes (Add!),—36 tonnes (after expan¬ 
sion) -(SE) 

Paper and Paper Products 

M/s Sehgal Papers Ltd, 55, Nehru Place, New Delhi-110024 
(Mohindergarh-Haryana) - Carbonless copying paper/One-tinic 
carbonising paper—10,000 tonnes- (NU) 

M/s Hindustan Paper Corpii Ltd, Vislial Bhavan, 95, Nehru, 
Place, New Delhi-110024 (Nowgong-Assam)—Paper and Paper 
Board—1,00,000 tonnes - (NU) 

Sugar 

M/s Kisan Saliakari Chiiii Mills Ltd, Anoopshahr, Dist 
Bulandshahr (UP) (Bulandshahar-UP)—Sugar—1250 tonnes in 
terms of daily canc crushing capacity—(NU) 

M/s Shree Krishna Gyanoday Sugar Ltd, Abhay Bhawan, 
Fraser Road, Patna-80000J (Siwan-Bihar)—Sugar—From 711 
tonnes to 1250 tonnes (after expansion) in terms of daily .sugar 
cane crushing capacity-(SE) 

Leather and Leather Goods 

M/s Malack Leathers, No 19-A, Big Mosque Street, Melvish- 
aram-632509 (North Arcot-Tamil Nadu)- Finished Leather from 
goat skins—3,00,000 Pcs (NU) 

M/s Benil Leather Corpn, 1-C, Naval Hospital Road, Peria- 
met, Madras-60C003 (Chiiiglcpul-Tamil Nadu)- Shoe Uppers— 
5,00,000 Pairs-(NA) 

Letters of Intent 

Electrical Equipment 

Mr Damodar Ratha, 3-A, Bel Air, 9-PaIi Hills, Bom- 
bay-40005() (Bombay-Maharaslitra) Polyester Capacitors, Poly¬ 
styrene Capacitors, Metallised i^ilm Capacitors, Inductors—20 
million Nos-(NU) 

M/s Siemens India Ltd, I34-A, Dr A. B. Road, 
Bombay-400018 (Maharashtra) Electronic Measuring instru¬ 
ments for temperature, speed, current, voltage, resistance, fre¬ 
quency, power factor, active & reactive power, pressure, differ¬ 
ential pressure, flow, level etc—300 Nos—(NA) 

Teiccommunical ions 

MrC.V. Rm. Alagappa Chettiar, 91, Sfale Housing Board- 
scheme, Kottiirpuram, Madras-600085 (Tamil Nadu)- -TV Recei¬ 
vers-! ,00,000 Pcs-(NU) 

Machine Tools 

M/s Gedore Tools (India) Pvt Ltd, Gedore House, 51-52, 
Nehru Place, New Delhi-110024 (Faridabad-Haryana)—Discus 
Grinders (one time)—2 Nos—(NA) 
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Drugs and Pharmaceuticals 

M/s Sarabhai M. Chemicals, (Division of S.M. Chemicals & 
Electronics Ltd), Gorwa Road, Baroda<39(X)07 (Baroda Gujarat) 
Vitamin D3—2 tons (10 inu/g)—(NA) 

Cement and Gypsum Products 

M/s Andhra Cement Company Ltd, Vijayawada-520003 Distt 
Krishna (AP) (Visakhapatnam and Nadikudl*AP)—Grinding of 
{PortlandBlast Furnace Slag Cement at Vizag^2,50,000 tonnes, 

[ Clinkering plant at Nadikudi village in Guntur Distt—4,00,000 
(tonnes—(SE) 

Changes in the Names of Owneis or 
Undertakings 

(Information pertains to particular licences only) 

M/s Saraf Paper Mill, New Delhi to M/s Saraf Paper Mills 
Ltd, New Delhi 

M/s Rassik Pvt Ltd, to M/s Rassik Internatinal Pvt Ltd, New 
Delhi 

Mr V.G. Malani, C/o M/s D.V.S. International New Delhi to 
• M/s Reed Medway Packaging Co of India Pvt Ltd 

M/s Sri Vijayarama Gajapati Coop Agricultural and Indus¬ 
trial Society Ltd, Vizianagram to M/s Sri Vijayarama Gajapati 
Coop Sugars Ltd, (Bhimasingi), Vizianagaram. 

M/s Plastics and Allied Products, Kanpur to M/s Synthetic 
Foams Ltd, Kanpur 

M/s K.M. Sugar Mills (P) Ltd. to M/s K.M. Mills Ltd 
Gautam Kanoria, Bombay to M/s Kanoria Wisconsin Cen¬ 
trifugal Ltd 

M/s Kerala State Engineering Technicians (Workshop) Indus¬ 
trial Co-operative Society and M/s Cooperative Scooters Ltd to 
M/s Scooters Kerala Ltd 

Licences Revoked or Cancelled 

(Information pertains to particular licences only) 

M/s Eastern Electrical, Bhopal—Power Capacitors ^(Sur¬ 
rendered) 

M/s Rajkamal Silk Mills, Bombay—-Textiles made of arti¬ 
ficial silk/yarn—(Cancelled) 

M/s iscomed Industries Pvt Ltd, Bombay—EIcctromedical & 
Surgical equipments & appliances—(Revoked) 

M/s Siliguri Steels Ltd, Calcutta—Bars, Rods including 
twisted bars, light and medium structural—(Revoked) 

Mr G. Kannappari, Coimbatore—Cottonseed Oil and its 
bye-products—(Revoked) 

M/s Harshadray Pvt Ltd, New Delhi—Automatic Glass 
Container manufacturing equipment etc—(Cancelled) 

M/s Indian Electronics, Bombay—Electronic Components 
etc—(Revoked) 

Mr G. Balakrishnan, Coimbatore—Cottonseed Oil and its 
bye-prod ucts—(Revoked) 

M/s Finolax Cables Ltd, Pune—House wiring cables and 
flexible cables—(Cancelled) 

M/s Eswaran & Sons Engineers Pvt Ltd, Madras—Circuit 
Breakers, Fuse Switches etc (Revoked) 

Mr Bishwanath Jhunjhunwala, Calcutta—Pulp & Wrapping 
and Packaging Paper—(Revoked) 

Mr S.N. Agarwal, Bangalore—Pulp and Packaging and 
Wrapping Paper—(Revoked) 

M/s Griffon Laboratories Pvt Ltd, Bombay—Drug formula¬ 
tions—(Cancelled) 

M/s Apar Pvt Ltd, New Delhi—Radio Receivers—(Revoked) 
M/s Todi Industries Pvt Ltd, Bombay—Pulp and Packaging 
and Wrapping Paper—(Revoked) 

Mr Daya Shankar Gupta, New Delhi—Writing and Packag¬ 
ing Paper & Board—(Revoked) 


Lettras of Intent Lapond or Cancallod 

(Infomutioii perlaias to partknlar letten of intent only) 

M/s Dass Hitachi Ltd, New Delhi, (UP)—Electronic Com¬ 
ponents—(Lapsed) 

Mr Lala Shri Dhar, Calcutta, (Maharashta)—Needle Roller 
Bearings—(Lapsed) 

M/s Philips India Ltd, Bombay, (Maharashtra)—Carbon 
Resistor Bodies—(Cancelled) 

M/s Amar Dye-Chem Ltd, Bombay, (Gujarat)—Hydrogen 
Peroxide—(Lapsed) 

Mr A.M. Arjuna Raja, Dist Ramnand (TN), (AP)—Potas* 
sium Chlorate—(Lapsed) 

M/s Gogte Minerals, Bombay, (Maharashta)—Pulp— 
(Lapsed) 

M/s Deccan Chemicose Pvt Ltd; Sattur (Tamil Nadu), (Tamil 
Nadu)—Potassium Chlorate—(Lapsed) 

M/s Associated Cement Companies Ltd, Bombay, (AP)— 
Cement—(Lapsed) 

M/s Associated Cement Companies Ltd, Bombay, (Gujarat) 
—Cement—(Lapsed) 

M/s Gujarat Oxygen & Acetylene Co, Bombay, (Gujarat)— 
Oxygen Gas—(Lapsed) 

M/s Philips India Ltd, Bombay, (Maharashtra)—Voltage 
Level Indicators—(Cancelled) 

Mr A. Srinivas, Managing Partner, M/s Buywel Enter¬ 
prises, Hyderabad, (AP)—Gelatine Ossein and Di-calcium 
Phosphate—(Lapsed) 

M/s Tensile Steel Ltd, Bombay, (Gujarat)—Stabilised Strand 
—(Lapsed) 

Mr O.P. Nambiar, New Delhi, (MP)—Calcium Carbide— 
(Lapsed) 

M/s Apollo Tyres Ltd, New Delhi, (Kerala)—Conveyor 
Belting—(Cancelled) 

M/s Deepika Engg Industries Pvt Ltd, Calcutta, (WB)—H.T. 
Fasteners—(Lapsed) 

M/'s Gujarat Mineral Development Corpn Ltd, Ahmedabad, 
(Gujarat)—Synthcthic Cryolite and Aluminium Fluoride— 
(Lapsed) 

M/s Industrial Promotion & Investment Corpn of Orissa 
Ltd, Bhubaneswar (Orissa), (Orissa)—Sponge Iron—(Lapsed) 
M/s Ishwar Industries Ltd, New Delhi, (MP)—High Alu¬ 
minous Refractory Cement—(I apsed) 

M/s Andhra Pradesh Industrial Development Corpn Ltd, 
Hyderabad, (AP)—^Printed Circuit Boards—(Lapsed) 

M/s Kesar Sugar Works Ltd, Bombay, (UP)—Soya Products 
—(Cancelled) 

M/s Orient Steel & Industries Ltd, New Delhi, (Haryana)— 
Pulp and Paper Machinery—(Partly Cancelled) 

M/s Associated Cement Companies Ltd, Bombay, (AP)— 
Portland Cement—(Cancelled) 

M/s Travancore-Cochin Chemicals Ltd, Udyogamandal 
(Kerala), (Kerala)—Sodium Hydrosulphlte~(Lapsed) 

M/s Rajkamal Paper Mills Ltd, Delhi, (UP)—Packing & 
Wrapping Paper and Boards—(Lapsed) 

M/s Apar Pvt Ltd, Bombay, (Gujarat)—^Extracts—(Lapsed) 
M/s Panyam Cements & Mineral Industries Ltd, Distt 
Kumool, (AP)—Barium Chemicals—(Lapsed) 

Mr Girish Kumar Khaitan, Calcutta, (WB)—^PVC Pipes and 
Fittings, Conduits etc—(Cancelled) 

M/s Multisteels (India) Ltd, Calcutta, (AP)—^Writing and 
Printing Paper, Cable Filter and other Industrial Paper— 
(Lapsed) 

M/s Haryana State Industrial Dev Corpn Ltd, Chandigarh, 
(Haryana)—Cancelled) 

Mr Chhatrapati Sahakari Sakhar Karkhana Ltd, Distt 
Pune, (Maharashtra)—Sugar—(La^d) 

M/s Vasu Chemical Industries, Madras, (Tamil Nadu)— 
Insoluble Sulphu]>-(CancelIed)— 
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import-export policy for 
April 1978—March 1979 


RECORDS 


AND 


STATISTICS 


The Import-Export Policy of the government of India 
for 1978-79 was announced on April 3. The salient 
features of the policy are summarised below i 


The entire policy and all the 
procedures have been simpli¬ 
fied and libera] bed both for 
importers and exporters. The 
Import Replenishment Policy 
has been merged fully, for this 
purpose, with the Actual Users 
policy. The policy will give 
now fuller opportunity to 
Indian industry to achieve 
efficiency and participate in 
foreign trade. Tlie whole 
approach has been to serve 
our development efforts; 
licensing has been retained, 
wherever needed to better 
serve these objectives. Agri¬ 
cultural interests and the needs 
of rural development have 
been fully safeguarded/provid- 
ed for. 

All consumer goods other 
than those individually identifi¬ 
ed have been banned for 
import. 

No Parallel Imports 

No (parallel) imports 
through REP licences or 
“acquired” licences of Export 
Mouses, as in the past, of 
canalised or sensitive items 
anJ small tools and instru¬ 
ments will bs allowed. En¬ 
dorsement of REP licences for 
Capital Goods will also have 
to follow the prescribed proce¬ 
dure. 

A clear distinction between 
“components ’ and “spares” 
has l^en made all the way 
down the policy and proce¬ 
dures. This is as much to pro¬ 
tect industry as to render it 


easier to users to secure 
spares. 

The compass of Actual 
Users (Non Industrial) has 
been enlarged substantially, 
It now includes all local 
authorities, maintenance work¬ 
shops and service centres/ 
stations, printers and publi¬ 
shers, hospitals, educational 
institutions, etc. 

Automatic Licensing 

Industries still passing 
through their phased manu¬ 
facturing programmes or with 
“pack value” restrictions, have 
been identified and treated on 
a different footing for Actual 
User automatic licensing. 

Iron and steel items have 
been put on par with other 
materials in all respects. 

The system of “free licens¬ 
ing” has been eliminated and 
merged largely with the Open 
General Licensing (OGL) sys¬ 
tem, with appropriate condi¬ 
tions attached thereto in the 
case of some. 

No difference in regard to 
the licensing requirements, 
facilities or procedures has 
been made between public 
and private sector enterprises. 
Those undertakings of govern¬ 
ment, which arc run depart- 
mentally, can also secure 
licences at the most convenient 
licensing office once the 
foreign exchange is released in 
their favour. 

Considerable 1 iberalisation 
has been made for both 
importers and exporters for 


securing prototypes and 
samples. 

The period of validity of 
Actual User and REP licences 
has been curtailed to 12 months 
to merge with the new system 
of licensing. However, that for 
Capital Goods will remain 24 
months. The last date for 
filing of applications has also 
been rationalised: that for auto¬ 
matic licences of industrial 
Actual Users will lx: Septem¬ 
ber 30; for supplementary 
licences the last date will be 
the end of February, 1979. 

The role of sponsoring 
authorities has been defined 
more completely and their res¬ 
ponsibilities spelt out in detail. 

Certain changes have been 
made in the Import & Export 
Control Orders from the point 
of view of better enforcement. 

Procedural Matters 

Many transitional arrange¬ 
ments have been made to cover 
current licences and applica¬ 
tions, with u view to putting 
the new system on an appro¬ 
priate fooling. Pending orders 
with canalising agencies for 
items, which have been de- 
canalised in this policy will not 
be allowed to l>e withdrawn or 
cancelled except with the con¬ 
sent of the agency concerned. 

Application forms have been 
simplified and rationalised and 
in the process a number of 
forms has been eliminated. 

With a view to providing 
stability to the Import Policy, 
an official committee, under 
the chairmanship of Secretary 
(Technical Development) will 


receive repre-sentations and 
.suggestions in the next three 
months and make its recom¬ 
mendations to the govern¬ 
ment. Separately, a procedure 
for issuing clarifications on 
the existing policy, on a 
monthly basis, will be intro¬ 
duced by the Chief Controller 
of Imports and Exports. Reco¬ 
gnised chambers of com¬ 
merce, inciustiy and trade 
associations, export promo¬ 
tion bodies, and the like will 
be welcome to send consolidat¬ 
ed requests of this nature. 

Transitional Arrangements 

All licensing work is to be 
decentralised except for Capital 
Goods exceeding Rs 10 lakhs 
and a few other matters. This 
will include all DGTD units, 
textile mills, public sector 
units, etc. Common lists ha\e 
been prepared for both AU 
and REP applications; repre¬ 
senting, (a) restricted items, and 
(b) banned items, separately. 
In all there would be five such 
lists only plus an additional 
one for REP alone. Govern¬ 
ment recognised hospitals, 
research Sl development insti¬ 
tutions, centres of higher 
education etc have been given 
freedom to import their full 
technical requirements. Scienti¬ 
fic and research scholars also 
can import their requirements, 
up to Rs 10,000 per year, even 
if they are working on their 
own and are not members of 
a faculty. 

The requirements of the 
blind, a wider spectrum of life 
saving equipment, crude Unani 
and Ayurvedic drugs, Homo- 
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eopathic medicines, books and 
periodicals and the like have 
been placed on Open General 
Licence. 

The policy for the import of 
cars and other vehicles, not 
involving foreign exchange, 
has been rationalised and the 
procedure simplilied. In future 
missionary / charitable / educa¬ 
tional institutions will be allow¬ 
ed to receive, on merits, gifts 
of other motor vehicles but 
not cars. 

The need for a separate 
letter of authority to operate 
an import licence has been 
dispensed t^ith. 

There will be no need for 
getting the port of registration 
endorsed on import licences. 

Replacement of goods 
damaged, lost in transit or 
otherwise freely made good, 
can be done without an import 
licence or customs clearance 
permit. 

REP Transferability 

There will be no need for a 
release order for getting an 
allotment of any canalised 
items, except in the case of 
shoddy wool/woollen rags. 

There will be no restrictions 
on the transferability of REP 
licences from person to person, 
they will remain valid only for 
the items already mentioned in 
the licences. 

The arrangements for lend¬ 
ing or transfer of imported 
materials by one Actual User 
to another have been consider¬ 
ably simplified and decentralis¬ 
ed. 

There will be no limit on 
value of licences for the emer¬ 
gent spares that might be 
issued by the Regional Licens¬ 
ing offices to eligible Actual 
Users to keep production 
going. These will not be scru¬ 
tinised from the indigenous 
angle either. 

Facilities for sending equip¬ 


ment and other items overseas 
for repair and return have 
been decentralised and will be 
licensed without any need for 
DGTD scrutiny. 

All AU and REP licences 
will be issued in free foreign 
exchange. Only at the time 
when payment for them has to 
be made through a licensed 
dealer in foreign exchange, 
will the licence holder have to 
mention the BTN number of 
the items to be imported and 
the country of origin. 

Speedy Clearance 

In order to speed up clear- 
iincc of consignments at ports, 
when difficulties of classifica¬ 
tion might arise, the joint 
weekly meetings between the 
import licensing and customs 
authorities already being held 
at the major ports, will be 
authorised to decide them 
individually. Such standing 
instructions as may be later 
issued, after a review of these 
decisions from the head¬ 
quarters, will apply to future 
cases only. 

Four existing offices at 
Bangalore, Ahmcdabad, 

Hyderabad and Kanpur have 
been upgraded to the level of 
Joint Chief Controllers and 
six new offices will be opened 
shortly. Except for a few states 
where the licensing work is not 
heavy, others will thus have a 
licensing office each which will 
also attend to our export 
efforts. Other offices, already 
existing or to be opened in the 
year in the remaining cities 
with ten lakhs or more popula¬ 
tion, will attend to export pro¬ 
motion activities. 

Automatic licences in Actual 
Users (Industrial) cases will 
carry no lists of items or any 
face value restrictions. They 
will be valid for all the items 
in the restricted list that the 


concerned user would require 
for his licensed manufacture. 

An extra 10 per cent pver 
and above the certiiSed past 
consumption will be allowed 
for growth and increase in 
prices overseas. 

Repeat Licences 

The facility given to small 
scale industries to opt for a 
“repeat” licence rather than 
seek one based on specific 
consumption for licences up to 
Rs 50,000, will continue. 

A single licence will be 
issued, with three separate 
values therein, for steel items, 
non-permissible spares and the 
other items, i.e. raw materials, 
components and consumables. 
No interchangeability inter se 
will be allowed in these three 
entries, value-wise. 

Ten per cent of each of the 
steel and non-steel value 
entries in the licence, but 
within the said values, will be 
allowed for import of items in 
the (respective) banned list. 
The limit for a single item 
will be Rs 50,000. 

Non-permissiblc spares will 
be allowed on the basis of the 
certified value of the Capital 
Goods installed or in use as on 
April 1, 1978. Permissible 
spares will be on Open General 
Licence. Emergency spares 
will be without value limit, but 
subject to closer moiiiloring 
ex post facto. 

Spares for computer systems 
will be quite distinct from other 
requirements. Special provi¬ 
sions have been made for them. 

For the additional require¬ 
ments of raw materials, com¬ 
ponents, consumables and non- 
pcrmissible spares, the Actual 
Users (Industrial) should seek 
a supplementary licence, 
through the sponsoring 
authority. Every supplementary 
licence will carry a list of 


goods cleared by the sponsor¬ 
ing authority concerned. 

For new small-scale units, 
the system of fixing the value 
of the first licence in relation 
to machinery value has been 
discontinued. Licence upto 
Rs3 lakhs in value will be 
issued as recommended by the 
sponsoring authority. 

In the case of small-scale 
units set up in backward areas 
by qualified persons, ex-service 
personnel and persons belong¬ 
ing to scheduled castes/tribes, 
the value of the first licence 
could be upto Rs 5 lakhs as 
against Rs 3 lakh for other 
units. Also, in the matter of 
canalised imports, they will 
be given a larger proportion, 
to allow for larger inventory 
and transport requirements. 

Uniform Policy 

The policy regarding elec¬ 
tronic items has been made 
uniform for all users, in the 
public and private sectors. 
Industrial Users may import 
such items upto Rs 5 lakhs, 
whether under their automatic 
licences or under a supple¬ 
mentary licence without clear¬ 
ance from the Department of 
Electronics; but for any addi¬ 
tional imports, such prior 
approval is mandatory. All 
computer systems will require 
import clearance by that 
department, even if imported 
under REP licence; the CG 
procedure will also apply to 
them. 

Import of permissible in¬ 
secticides has been placed on 
Open General Licence. Those 
eligible to import such items 
under the Insecticides Act 
need clearance by the Depart¬ 
ment of Agriculture. 

Except for items included in 
the banned, restricted or 
canalised lists, an Actual 
User (Industrial) will be free 
to import, under Open General 
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Lioaoce, any otter raw 
materials, and components, 
required for his manufacturing 
purposes. 

All indigenous manufacturers 
of Capital Goods can get 
supplementary licences for 
spares at 0.1 per cent of their 
three years sales to provide 
warranty/afier-sales services to 
the customers. 

Registered Exporters 

REP licences will be linked 
in each case to the export pro¬ 
duct; no other replenishment 
licences will be issued. Such 
licences will cover only the 
relevant banned or canalised 
items. There will be no diffe¬ 
rence between merchant-ex¬ 
porters and manufacturer- 
exporters in the nature or the 
quantum of REP licences to 
which they will be eligible to 
get. Three more items namely, 
raw cinematographic film, 
stainless steel and raw silk will 
be allowed for direct import 
by the Registered Exporters, 
even though they remain cana¬ 
lised for Actual Users. 

Face value restrictions re¬ 
main for some items in the 
REP licences. 

The facility of importing 
packing materials by Register¬ 
ed Exporters continues, wher¬ 
ever considered appropriate. 

The obligation to purchase 
20 per cent of the rough dia¬ 
monds through the MMTC 
has been removed, to help ex¬ 
ports of cut and polished 
diamonds and gem and jewel¬ 
lery. Incrca-cd exports of 
electronic items, spectacles and 
goggles and stainless steel pro¬ 
ducts should also be possible 
in the new policy. The nexus 
between the product exported 
and the items allowed for re¬ 
plenishment extends to syn¬ 
thetic textiles fabrics also. 

The system of Advance 
Licences has been made opera¬ 


tionally faster and functionally 
more complete. The licences 
will be issued at the regional 
offices and later scrutinised 
according to the customs pro¬ 
cedure, for determining the 
quantum of materials eligible 
for duty exemption. Advance 
Licences can cover supplies of 
canalised items kept in cus¬ 
toms bond as well. 

The system of taking a joint 
bond between a merchant ex- 
porter and a nominated manu¬ 
facturer, for the issue of 
Advance Licences to execute 
specific export orders is being 
extended so as to help the 
canalising agencies increase 
exports. 

No shipping documents need 
be furnished for claiming 
REP benefits. Dank certificates 
would suffice. 

REP Benefits 

In the case of supplies made 
in India to IBRD/IDA assisted 
projects, the certificate of the 
project authority concerned 
would suffice to get REP 
benefits. No bank certificates 
need be produced. Also Indian 
sub-contractors figuring in the 
main contract can get such 
benefits without producing the 
full copy of the original con¬ 
tract. This work is also being 
decentralised. 

There will be no change in 
the scheme of assistance to 
project exports, as this is being 
done on a case-to-case basis. 

The role and functions of Ex¬ 
port Houses have been reviewed 
and reset in the new policy. The 
emphasis will be on the measure 
of assistance they provide to 
supporting manufacturers and 
the export of the products of 
small-scale, tiny and cottage 
industries that they effect. In 
addition to the REP licences 
granted on their own exports, 
‘^additional licences*’ will be 
given to them calculated at five 


per cent of the export made in 
1977-78 of select products 
manufactured by large scale 
units p/us 331 per cent of the 
export of select products 
manufactured by small-scale, 
tiny and cottage industries. 

The additional licences so 
granted will be valid for the 
import of the items in the 
Restricted List for Actual 
Users except some of these 
specially identified in this 
context. Import of any single 
item should not exceed Rs 1 
lakh in value. Such goods can 
be sold to eligible Actual 
Users. 

The REP licences issued to 
them or transferred to them by 
other Registered Exporters, 
can be used by Export Houses 
not only to import the items 
appearing in the respective 
licences, but also the Capital 
Goods placed on Open General 
Licence subject to Actual User 
condition, as well as the raw 


materials, components and 
spares, also allowed on Open 
General Licence for Actual 
Users (Industrial). Their sales 
can be made only to persons 
eligible to secure such items. 

Consortia of small-scale 
industries have been given very 
liberal norms for recognition 
as Export Houses. This status 
has been conferred also on 
groups of small-scale Indus¬ 
tries with lower levels of 
exports presently, but which 
hold promise of export growth 
at a faster rate, namely, Rs 5 
lakhs per year, over a base 
figure of Rs JO lakhs. 

The coverage of the RBI 
Scheme of providing foreign 
exchange fiicilities to Export 
Houses has been widened and 
the limit raided to Rs 5 lakhs. 
Beyond this* limit, the expen¬ 
diture will be debited to REP 
licence concerned, as at present. 

Licensing of Export Houses 
has also been decentralised, to 


Imports, Exports (Incl. Re-exports) and Balance of Trade 
During the Years 1970-71 to 1977-78 (upto December, 1977) 

(Value in Rs crorcs) 


Years 

Imports 

Exports 

(including 

re-exports) 

Balance of 
Trade 

1970-71 

1634.20 

1535.16 

- 99.04 

1971-72 

1824.54 

1608.22 

— 216.32 

1972-73 

1867.44 

1970.83 

+ 103.39 

1973-74 

2955.37 

2523.40 

— 431.97 

1974-75 

4518.78 

3328.83 

— 1189.95 

1975-76 

5265.22 

4042.81 

— 1222.41 

1976-77® 

5074.36 

5143.33 

■1 68.99 

April 1976- 

-Dec., 1976 3767.70 

3637.12 

— 130.58 

April 1977- 

-Dec., 1977* 3917.92 

3952.44 

-t- 34.52 


^Figures are based on the press note issued by Director 
General of Commercial Intelligence and Statistics, Calcutta 
for the month of December 1977. 

@Figures are provisional and subject to revision. However, 
latest available revisions have been incorporated. 

Source:—Monthly Statistics of the Foreign Trade of India, Vol. 
1 & II, published by Director Genera] of Commercial 
Intelligence & Statistics, Calcutta. 
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the places where their offices 
arc located. 

At the tnUance or sm ill- 
scale iadustries, certain items 
have been taken ofT canalisa¬ 
tion. These include rough 
ophthalmic blanks, ABS 
moulding powder, nylon 
moulding power, PVC resins, 
high and low density poly¬ 
ethylene moulding powders. 

Milk powder and Casein 
have been decanal iscd and put 
on the Banned List. 

Special schemes have l^c^n 
evolved for the licensing of 
petroleum products, fertilisers 
and the drugs that have been 
identified for the purpose. 

Arms and ammunition, 


liquors and industrial ex¬ 
plosives have been canalised 
through the State Trading Cor¬ 
poration. 

A release order will be re¬ 
quired only for the allotment 
of shoddy wool/woollen rags 
to a registered exporter. 

In determining the sale price 
of canalised items, the ex*go- 
down price charged to the 
small-scale industries will be 
put on par with the price pay. 
able by large-scale users on 
high sea sales. 

In situations where theMonU 
toring Committee or the Chief 
Controller of Imports and Ex- 
ports considers it necessary, 
licences for direct import can 


ba given without there being a 
need for a ‘No Objection’ 
Certificate from the canalising 
agency concerned. 

Canalising agencies will be 
given annual allocations of 
foreign exchange. They can 
import any of the canalised 
items in the course of the year, 
without the need for an import 
licence on each occasion. 

A three-tier system of licens¬ 
ing has been evolved to faci¬ 
litate decentralisation. Re¬ 
gional licensing offices have 
been given authority to deal 
with applications up to R$ 10 
lakhs, the CG Adhoc Com¬ 
mittee under the CCI&E 
up to R$ 25 lakhs, and larger 


value licences by the CO Main 
Committee. In the case of 
computers and electronic items, 
however, special provisions 
will operate in lieu of these. 

The list of CO items on 
Open General Licence for 
Actual Users has been enlarged 
substantially. However, no 
second-hand equipment or de¬ 
ferred payment arrangements 
will be permissible in respect 
of any item on OGL. 

In regard to the CG proce¬ 
dure 10 be followed, there will 
be no difference between an 
AU applicant and an REP 
licence holder. However, the 
latter will be allowed to bulk 


Break up of Imports into Major Heads During the Years 1973-74 to 1976-77 


(Value in Rs crores) 


51. No. M«ijor heads 

1. Maintenance Imports 

(a) Raw materials and Intermediate goods (excl. metals) 

(b) Components and spares 

(c) Metals 

(i) Iron & sled 

(ii) Non-ferrous 

2. Food cereals and edible products 

3. Complete machinery & equipment 

4. Essential finished goods 

5. Others items including unclassified items 
Total 


1973-74 

1974-75 

1975-76 

1976-77 

2068.50 

3304.49 

3317.54 

3525.27 

(70.82) 

(73.96) 

(64.32) 

(70.29) 

1304.S1 

2292,67 

2363.03 

2572.14 

(34.66) 

(51.31) 

(45.82) 

(51.28) 

381.78 

416.41 

551.10 

573.56 

(13.08) 

(9.32) 

(10.68) 

(11.44) 

382.21 

595.41 

403.41 

379.57 

(13.08) 

(13.33) 

(7.82) 

(7.57) 

242 56 

417.28 

305.56 

219.73 

(8.30) 

(9.34) 

(5.92) 

(4.38) 

139.65 

178.13 

97.85 

159.84 

(4.78) 

(3.99) 

(i-90) 

(3.19) 

528.79 

849.48 

1398.91 

977.34 

(18.10) 

(19.01) 

(27.12) 

(19,49) 

263.87 

249.92 

357.84 

435.60 

(9.03) 

(5.59) 

(6.94) 

(8.68) 

47.23 

57.01 

63.81 

65.99 

(1.62) 

(1.28) 

(1.24) 

(1.32) 

12.52 

7.20 

19.72 

10.95 

(0.4.^) 

(0.16) 

(0.38) 

(0.22) 

2920.91 •• 

4468.10** 

5157.82** 

5015.15** 

(100.00) 

(100.00) 

(100.00) 

(100.00) 


2955.37* 4518.78* 5265.22* 5074.36* 


♦♦Figures arc provisional. *Denotcs latest revised figures break up of which is not available. 

Note:—Figures in brackets denote peneentage of each head to total imports. 

Source:— Monthly Statistics af the Foreign Trade of India, Vol. H—Imports. 
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his REP licences for this pur- 
pose. 

Items included in Part 
of (he OGL list will be subject 
to special procedures. In each 
case the advertisement proce¬ 
dure has to be followed. There¬ 
after, where (he value is not 
more than Rs 10 lakhs, the 
intending importer can, on an 
affidavit made by him, proceed 
to place orders overseas with- 
out a licence and in free fore¬ 
ign exchange. Where the value 
is more, he will make an ap¬ 
plication in the CG form, to¬ 
gether with an affidavit in ori¬ 
ginal, to the CCI & ii, New 
Delhi, who will issue a licence 
on that basis. Such cases will 
not be placcil before the CG 
Adhoc or the CG Main Com¬ 
mittee. 

Capital Goods 

In the case of the following 
industrics/projects : 

1. Fertilizers; 

2. Newsprint and paper; 

3. Basic drugs; 

4. Basic technical material for 
pesticides and weedicides; 

5. Power generation, transmis¬ 
sion and distribution; 

6. Mineral exploration, min¬ 
ing and beneficiation; 

7. Petroleum exploration and 
production; 

8. Petrochemicals uplo the 
stage ut polymers; 

9. Manufacture of professio¬ 
nal grade elect ronic compo¬ 
nents; 

10. Waste disposal recycling 
and effluent treatment pro¬ 
jects and ecological engine¬ 
ering; 

11. Material handling projects 
at ports; 

12. Sugar; 

13. Cement and Cement pro¬ 
ducts (including asbestos); 
and 

14. Hundred per cent export 
oriented industries. 

The intending investor will be 


permitted to invite global ten¬ 
ders through the Indian Trade 
Journal for his requirements. 
A minimum of 60 days will be 
allowed for the purpose. An 
Empowered Committee headed 
by Secretary (Heavy Industry) 
will scrutinise the competitive 
offers, foreign and Indian and 
recommend appropriate pur¬ 
chases. Where imports are 
involved, successful Indian 
suppliers will, without the need 
for any further indigenous 
clearances, be allowed (o im¬ 
port the requisite raw mate¬ 
rials and components and pay 
customs duly for these at the 
same rate as that applicable to 
the equipment concerned. 

The Empowered Committee 
under Secretary, Heavy Indus- 
Iry, will do a review of the 
items placed on OGL and re¬ 
commend additions and dele¬ 
tions thereto every six months 
in the case of the .Part ‘B’ 
items of OGL list and every 
year in (he case of others. 

Liberal Considerations 

Indians returning home for 
settlement will be assisted in 
setting up any industry of their 
choice, using their own savings. 
No indigenous clearance will 
be applicable to their equip¬ 
ment or the first year’s raw 
materials requirements. All 
decisions will be taken within 
45 (Jays. Non-resident Indians 
and persons of Indian origin 
abroad will also be given libe¬ 
ral consideration for the pur¬ 
pose of making investments in 
India. 

Control on export will conti¬ 
nue to operate in respect of a 
limited number of commodi¬ 
ties. The principles in vogue 
in this regard already provide 
that such items as are essential 
to domestic economy will be 
restricted (or banned) for 
export. 

Most of the items permitted 


for export would continue to 
be on Open General Licence. 
No export licences will be re¬ 
quired in such cases. Customs 
will allow their exports subject 
to the prescribed procedures 
and conditions. 

Exports of kuth, goat hair 
patties, knitwear (woollen and 
mixed), barytes, footwear and 
ERW pipes have been dccana- 
liscd. In the case of footwear, 
exports will in future be allow¬ 
ed subject to the minimum ex¬ 
port price obligations pres¬ 
cribed for particular varieties. 

The procedure applicable to 
export of commodities within 
a limited ceiling, on ffirst-come- 
first-served basis’* has been 
recast. This has been done 
primarily to assist outstation 
parties to participate in the 
export trade and still have suffi¬ 
cient lime to arrange their 
shipments through convenient 


ports. Hence the earlier prac¬ 
tice of endorsing shipping 
documents directly in such 
cases, has been replaced by a 
system of grant of export 
licences on the basis of which 
shipping documents can be pre¬ 
sented to the customs directly 
at the ports. Also .such export 
licences will be issued against 
firm offers of purchase from 
overseas buyers, subject, how¬ 
ever to the grant of the requi¬ 
site licence to the Indian ex¬ 
porter. 

Public relations will be given 
utmost importance in the new 
system. For speedy disposal 
of applications for licences, a 
‘Counter Assistance System’ 
has been introduced in the 
licensing olUces. Officers will 
be posted at the counter, in 
each office, to undertake quick 
scrutiny of the application for 
a licence before it is formally 


Value of Import Licences Issued by the Import and Export 
Control Organisation During tho Licensing Periods 
April 1964—March 1965 to April 1977—January 1978 

(Value in Rs crores) 


SI. No. Licensing period Value of licences* 

(at post-devaluation rates) 


1. 

April, 1964--March, 1965 

1567 

2. 

April, 1965—March, 1966 

1096 

3. 

April, 1966—March, 1967 

1894 

4. 

April, 1967—March, 1968 

1110 

5. 

April, 1968-March, 1969 

946 

6. 

April, 1969-March, 1970 

1204 

7. 

April, 1970—March, 1971 

1634 

8. 

April, 1971—March, 1972 

1854 

9. 

April, 1972—March, 1973 

1856 

10. 

April, 1973—March, 1974 

2334 

II. 

April, 1974—March, 1975 

2636 

12. 

April, 1975—March, 1976 

3316 

13. 

April, 1976—March, 1977 

4067 

14. 

April, 1977—January, 1978 

5966 


♦Value of licences prior to June 1966 have been derived by 
escalating the actual licensing figures by 57.5 per cent. Figures 
for the period, June 1966 onwards, however, represent value of 
actual licensing. 
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filed by the applicant. This 
will help to ensure that the ap¬ 
plication is complete in all 
respects, thus avoiding further 
correspondence and delay in 
disposal. 

The designation of the Chief 
Controller of Imports and Ex¬ 


ports is being changed toDirec- 
tor General of Foreign Trade. 
The organisation will play a 
developmental role and not 
only one of discharging licens¬ 
ing and regulatory functions. 
Its new tasks will include import 
management and analysis of 


data on trade and prices, etc. 
It will be a focal point for deal¬ 
ing with the various problems 
faced by exporters, maintain 
liaison for this purpose with 
other ministries concerned and 
also investigate complaints re¬ 
ceived against Indian exporters 


from foreign buyers. 

For the beneftt of importers 
and exporters, anew edition 
of Import-Export Procedures is 
being published which incorpo¬ 
rates the procedures relating to 
both imports and exports. 


Category-wise Value of Import Licences and Release Orders Issued during 1975-76,1976-77 and 1977-78 (upto January, 1978) 


(Value in Rs crores) 


SI. 

Category 


1975-76 


1976-77 


1977-78 (upto Jan. 1978) 

No. 

Import 

licences 

Release 

orders 

Polal 

Imnort 

licences 

Release 

orders 

Total 

Import 

licences 

Release Total 
orders 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1. 

Established Importers 

46.28 

_ 

46.28 

52.33 


52.33 

30.13 


30.13 

2. 

Actual Users (Non-DGTI), 
non-SSi) 

633.28 

69.00 

702.28 

1404.43 

14.95 

1419.38 

635.83 

4.94 

640.77 

3. 

Raw Materials (DGTD Units) 

019.47 

319.07 

938-54 

547.26 

70.41 

617.67 

499.86 

7.19 

507.05 

4. 

Small-Scale Industries 

87.50 

48.97 

136.47 

107.07 

22.33 

129.40 

76.28 

1.51 

77.79 

5. 

Registered Expoitcrs 

2.37.20 

67 67 

304.87 

415.51 

60.48 

475.99 

528.58 

53.53 

582.11 

6. 

Capital Goods 

562.23 

0.05 

562.28 

506.18 

— 

506.18 

425.70 

_ 

425.70 

7. 

Heavy Electrical Plants 

4.16 


4.16 

3.94 

— 

3.94 

14.74 

0.81 

15.55 

8. 

Ad hoc (all categories) 

147.43 

— 

147.43 

1202-98 

— 

1202.98 

1114.15 

0.02 

1114.17 

9. 

Customs Clearance Permits 

127.61 

— 

127.61 

75.96 

— 

75.96 

176-34 

— 

176.34 

10. 

State Trading Agencies 

761.78 

— 

761.78 

1570.91 

- - 

1570,91 

1355.43 

_ 

1355.43 

11. 

Director General Supplies 
and Disposals 

4.21 

1-56 

5.77 

4.71 

063 

5.43 

0.93 


0.93 

12. 

Railway Contracts 

15.75 

2.48 

18.23 

16.59 

001 

16.60 

14.79 

_ 

14.79 

13. 

Government or against Government 
Contracts 59.66 

8.36 

68.02 

4.79 

0.05 

4.84 

3.87 

0.09 

3.96 

14. 

Replacement Licences 

4.42 

— 

4.42 

6.11 

— 

6.11 

4.07 

_ 

4.07 

15. 

Blanket Licences 

3.22 

— 

3.22 

0,56 

— 

0.56 

— 

— 

_ 

16. 

New Comers 

1.90 

— 

1.90 

1.63 

— 

1.63 

2.15 

— 

2.15 

17. 

Free Licensing Scheme 

— 

— 

— 

— 

— 

— 

1082.95 

— 

1082.25 

18. 

Others 

— 

— 

— 

... 

— 

— 

0.01 

— 

0.01 


Total 3316.10 

517.16 


5920.86 

168.96 

** 

5965.81 

68.09 



••Grand total of import licences and release orders has not been struck because it would mean double counting. 

Notes—(i) Figures of release orders relate to figures of release orders issued on value basis only. 

(ii) 1 lie figures for 1975-76 include import licences worth Rs 89 crores (including Rs 76 crores under C.G. category) 
issued before April 1975 but reported during 1975-76. 

(iii) Import licensing figures of POL items, recorded under «</Aoc category for 1975-76 exclude enhancement in value 
effected in respect of these items,, whereas import licensing figures for 1976-77 are inclusive of such enhancement in 
value to the extent of Rs 1158.06 crores and for 19^7-78 to the extent of Rs 941.09 crores. 
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LMdino ArtieliM 

Farman an fira 17S 

What Prion Wlwat ? m 

Roeooolan In'Wont Banoal 771 

Flylnfl PinlMaMy 771 

C«pit»l*B Corridor* tm 

Point of Vlow 

Tbo Ellta In Modomiolna Rural 
Snooty—Dr Vorghoae Kurlen 7M 

Danoora of Orewino Publla DaM 

-Stfbhash J. Rela 7N 

Windowr on tho World 

Prognoaia of tba Ailing Amarlaan 
Oollar-Valayudhan Filial 7N 

Moving FIngor m 


Trade Wind* 

Blanket Exchange Permlte; 

Joint Sector Projects In MP; 
Commodity Loan from West 
Germany; Relaxations In 'P' 

Form Rules; IDA Credit for 
Karnataka; DA In Cash; Inte¬ 
grated Rural Development; 

Indian Exhibitors In German 
Fairs; Indo-EEC Trade; Free 
Trade Zone Near Colombo; 

Women Entrepreneurs Meet; 

ADB Bonds; Fire Prevention 
for Rural Houses; Madurai- 
Cotombo Microwave Link; 

New Cement Plants; Exports 
of Hand Tools; Names in the 
News V 7M<mi 

Roadero' Roundtable 

Effocto of Inforott Tax Wltbdiawal SSI 

Directors’ Report 

Indian Ovorttaa Bank Mt 

Company Affairs 

HINDALCO; ICICI; Tata Steel; 
Hindustan Insecticides; 
Hindustan Organic Chemi¬ 
cals; Himalaya Rubber Pro¬ 
ducts; Goetzs India Issue; 

Garden. Reach; Camphor and 
Allied Products; Antifriction 
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.1 ,Tbb MADMK captured power in Tamil Nadu in the Assembly election last year, not 
becauM of its mass contact, but because of the mass appeal of the matinee idol,’who 
is its leader. In the numths it has been in power the MQR minist ry has not 
enou^ to step out of the celluloid. No wonder it has been caught napping by the 
down-to-earth realities die fanners* agitation. 

Tamil Nadu is no stranger to agrarian troubles, but the current agitation is of a 
very special kind. It is not a localized conflict between class interests in a limited 
area, but a straight, state-wide confrontation between a powerAtl fanners’ lobby and 
the government. ITiere is nothing abrupt about the outbreak of violence in several 
districts of the state since the early days of this month. The state government in 
fact has been playing with a smouldering Are for sometime now. The farmers’ 
grievances, formulated in a nine-point demand, have been before the MGR ministry 
sufliciently long for the latter to realise that there could be danger in delaying its 
response. This is not to say that the state government was under an obligation to 
say “yes” to whatever was demanded. Indeed, it was just not possible to concede 
a package of lower power rates, cheaper fertilizers, postponing of loan recoveries, 
land revenue and water rate collections and higher prices for farm products. But 
when a number of representative fanners’ associations did complain of widespread 
harassmept by officials at lower levels, the government surely had a duty to step in 
and correct the situation so that no scope was left for the mischievous or malicious 
exploitation of the farmers’ legitimate grievances. Unfortunately, the chief minister 
lost until recently in a Hamlet-like irresolution—whether to resume acting on the 
screen or not—could not give his mind to the danger signals. Indeed, even after 
the militant Tamil Nadu Agriculturists’ Association had refused to cooperate with the 
government-appointed committee to inquire into the farmers' demands, the chief 
minister and some of his colleagues were merely content to say that the government 
could act only after the committee had reported. 

All this is not to condone the reprehensible conduct of lawless elements which had 
organised violent disturbances in many parts of the state. Road blocks were put up 
by felling trees, blowing up culverts and damaging bridges, big or small. The long¬ 
distance state transport services were disrupted by the burning of buses and the inti¬ 
midation of passengers. There was even the outrageous incident of several stranded 
women bus passengers being raped by a gang of hooligans. Public opinion eannot but 
abhor and condemn the individuals or, perhaps, groups which have so thoughllessly 
and cruelly exploited the farmers’ agitation, but it is worth pointing out thiu neither 
the diief minister nor any of the other ministers has been able to say with any clarity 
whether any organized political party or even. any recognised farmers’ association 
is behind these acts of violence. The chief minister has indeed spoken of a 
Naxalite pattern, whatever this may mean. In any case, no murders are reported to 
have been committed by those taking part in the farmers’ agitation or exploiting it 
for their own purpose. Explosives no doubt have been used in a few cases for 
destroying culverts or bridges. But, then, it has been shown, surely, that dynamite 
has an appeal to a variety of activists, political or other. One of the ministers has 
made a somewhat wild charge that Mr Karunanidhi, the DMK leader, may be 
behind the trouble-makers. But, even he has not accused the DMK party as such. 
Since the public knows only too well that Mr Karunanidhi has successfully become 
an intolerable thorn in the side of the AIADMK and particularly its leader, it is 
unlikely to give credence to an unsubstantiated declaration of an AIADMK politi¬ 
cian that the DMK leader is the arch-villain of the piece. 

Actually, the state government’s inability so far to identify even broadly the 
criminal elements involved in the widesjpiead violence, following its initial failure to 
anticipate the trouble, must aecessarilnf' damage public aonSdenoe in the AIADMK 


ministry's general capacity to govern and 
its particular competence to handle law 
and order. There has no doubt been 
praise in some quarters for the firmness 
with which the police had acted at least 
after the authorities had ^t over the 
initial shock of the incidents of mob 
violence, but it cannot be overlooked 
that police firings have claimed eight 
lives and the government has had to 
stage a show of force by going to the 
extent of seeking army assistance in the 
form of a flag march through the affected 
area of a district. Moreover no account 
or analysis of the disturbances will be 
complete without notice being taken of 
the fact that the trouble was sparked off 
by the rounding up of a large number of 
formers by the authorities,. which was 
followed by demonstrations of protests 
which, in turn, led to the use of tear-gas 
by the police. When all this totality of 
developments is taken into consideration, 
the state government cannot escape 
blame for cotitributing to the emergence 
of a situation which could not be con> 
trolled without the police meeting 
violence with greater violence. 

comic roliof 

There is no tragedy without its comic 
relief. In this case the Agriculture minis¬ 
ter in the Tamil Nadu government having 
characterized the agitation as a rich 
farmers' show, the president of the Tamil 
Nadu Agriculturists’ Association, which is 
spearheading the agitation, has asked the 
government whether it could name the 
“big farmers” when, according to the 
government itself there is a ceiling on 
land-holdings and therefore no landlord 
can be having more than 15 standard 
acres. The minister's reply has been that 
the government in fact has a list of far¬ 
mers in the state possessing more than 15 
standard acres, although such possessions 
are under benami transactions. He has 
offered to make the list public in about 
two months. So much for the land reforms 
that were that were. 

The Tamil Nadu troubles have a lesson 
not only for Tamil Nadu. Here, in New 
Delhi, we have a senior leader of the 
ruling party, Mr Charan Singh, crusading 
for a massive transfer of resources to the 
farming sector. This means in reality that 
the rest of the community should subsidise 
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T inore and more the inputs of agriculture 
las well as the incomes, of fiumers, the 
':}atter through price supports for form 
'^oducts. No wonder formers across the 
reountiy are coming to believe that they 
'have a right to the subsidies. They are 
not prepared to bear the economic cost 
of water, electric!^, seeds or fertilizers. 
They are also not prepared to repay out 
of the proceeds of their increased produc¬ 
tion even concessional loans taken by 
them from state governments, cooperative 
societies or nationalized or other banks 
for productive purposes. It does not in¬ 
terest them that there is need to conserve 
electricity and water and that one of the 
ways of encowgaing conservation is not 
to make these facilities unduly cheap. 
They are not impressed by the argument 


that flntiliaefs or bmter seeds had to .. 
subsidised only wlm 
corjiriaced their |kdhtohi0^ i(^ 
pot faaaliar.wltb tfaei^ asag^. '^e iitua. 
tiofiis hot rendmed aiiy better by the 
wide-eyed innocence of babes from >the 
backwoods, such as the dq;>ttty chairman 
of the Planniug Commission, who foes 
about preaching the virtue of garnering 
resources for a bigger sixth Plan, partly 
by taxing the farm sector through direct 
or indirect levies. In other words, while 
Mr Charan Singh is exciting the expecta¬ 
tions of the forming communities, Mr 
Lakdawala is fanning its fears. With so 
much madness about, who can say that 
the men who have been blowing Up 
bridges or burning buses in Tamil Nadu 
are necessarily the craziest of the lot ? 


What price wheat? 


Despite the recommendation of the 
Agricultural Prices Commission (APC) 
that the procurement price for all the 
varieties of wheat for the 1978-79 market¬ 
ing season should be maintained at the 
last year's level of Rs 110 a quintal, the 
government of India has decided to raise 
the procurement price by Rs 2.S0 to 
Rs 112.50 a quintal. In a statement made 
in Lok Sabha on April 12, 1978, Mr 
Surjit Singh Bamala, central minister for 
Agriculture and Irrigation, stated that 
this step had been taken “to maintain the 
incentives for boosting wheat produc¬ 
tion." Mr Bamala also said that (he 
issue price for wheat released from the 
central pool for public distribution would 
be maintained at the old price of Rs 125 
a quintal. Conceding that the enhance, 
ment of the procurement price without 
any increase in the issue price would 
result iq inflating the subsidy which is 
already being provided by the govern, 
ment, Mr Bamala hoped to persuade the 
surplus states to bring about reductions 
in procurement charges such as sales tax 
and various handling costs. He was not 
sure if ail'the proposed increase in the 
procurement price would be covered by 
these economies, but an attempt, he said, 
would certainly be made to minimise the 
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additional burden of the subsidy. Assum¬ 
ing that the wheat purchased by the 
public sector agencies this year is around 
eight million tonnes and the expected 
economies in costs do not materialise, 
this would raise the subsidy by about 
Rs 20 crores. 

The farmers' lobby in Lok Sabha was 
not satisfied with the increment in the 
procurement price of wheat agreed to 
by Mr Bamala. His critics described the 
decision as unjust to fanners. Later in 
the current month, when the demands 
for the grant.s of the ministry of Agricul¬ 
ture and Irrigation come up for discus¬ 
sion in the Lok Sabha, Mr Bamala is 
likely to face even harsher criticism. 

The truth of the matter is that the 
wheat crop (his year is anticipated to be 
a bumper one. Total output of wheat 
this year, according to the APC, is likely 
to be more than 30 million tonnes as 
against 29 million tonnes last year. Even 
though restrictions on the inter-state 
movement of wheat were withdrawn last 
year and the trade pipelines were com¬ 
pletely filled, the purchases of wheat by 
the public sector agencies were as high as 
5.2 million tonnes, a major portion of 
which came from Fuqjab and Haryana. 
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prices d) ov^ die ooimtiy have 
started fatlieg and it is highly 
lik^ytWt the marhet price of wheat in 
thfi| coming weeks will fall below the 
sttil^rt price fixed by the goverom^t. 
The APC is of the view that the public ' 
sector agencies should be geared to 
support purchases of the order of six 
minion tonnes but there are clear indica¬ 
tions that the wheat purchases of these 
agencies would range between seven and 
eight million tonnes. Last year, the with¬ 
drawal of restrictions on inter-state 
movements of wheat had diverted size¬ 
able quantities to the inventories of the 
private sector. Since the private sector 
dealers both in the wholesale and retail 
trade are already holding sizeable stocks, 
their demand for wheat is likely to be of 
a lower order than was the case last year. 
With increased production and reduced 
offtake by the private sector agencies, the 
public sector agencies will have no option 
but to come to the succour of the farmers 
through procurement at support prices. 

no cogent reason 

How did Mr Barnala arrive at the 
figure of Rs 112.50 a quintal for the 
wheat support price in the current 
season? In the statement made in Lok 
Sabha, no reference has been made 
by him to the rising costs of inputs. In 
fact, no cogent reason has been advanced 
for raising the support price by Rs 2.50 
a quintal only. However, the report of 
the APC has an appendix (reproduced 
elsewhere in this issue), which sets out 
estimates of cost of cultivation of wheat 
in Haryana and Punjab for 1976-77. These 
estimates have been made by the Direc¬ 
torate of Economics and Statistics. It has 
been demonstrated that the cost of pro. 
duction of wheat in 1976-77 was 
Rs 119.03 a quintal in Haryana and 
Rs 101.39 a quintal in Punjab. Whereas 
the cost of production of wheat in 
Haryana was always lower than that of 
Punjab from 1971-72 to 1975-76, it 
jumped sharply in 1976-77. The obvious 
conclusion is that while the return on 
investment to the fanner in Punjab will 
be substantial (Rs 11.11 a quintal), the 
fanner in Haryana will be a net loser by 
Rs 6.S3 a quintal for the sale of wheat to 
the public sector agencies. 

These estimates of cost of cultivation 


of wheat in Punjab ati4 Raiyana, how¬ 
ever; have been taggecl on to the APC 
report for the first tinw. The APC has 
not shown that the Di^oiate of Econo¬ 
mics and Statistics has erred in any way 
in making these estimates. Its recom¬ 
mendation regarding the maintenance of 
the support price for wheat at RsllOa 
quintal is based not on the cost data but 
on two reasons advanced by it. First, an 
increase in the procurement price Vould 
either increase the subsidy or cause a 
corresponding rise in the issue price. 
Since efforts are being made to enlarge 
the consumption of wheat through the 
food-for-work programme ‘<by releasing 
wheat at a price lower than the current 
issue price*', the raising of the issue 
price would be unjustified. Mr Barnala 
has also agreed that the issue price of 
wheat cannot be increased. The govern¬ 
ment is committed to reducing the 
subsidy instead of enlarging it. Already, 
the cost of subsidy is estimated to be 
more than Rs 400 crores a year. Accord¬ 
ing to the details i:\imished in the ex¬ 
planatory memorandum on the budget of 
the central government for 1978-79, the 
offtake from the central pool during the 
current year is estimated to be of the 
order of 10.1 million tonnes (rice, wheat 
and coarse grains). The budget for 
1978-79 has made a provision of Rs 456 
crores for subsidy payable to the Food 
Corporation of India. The estimates of 
economic costs of fbodgrains and the 
rate of subsidy are set out in the table 
below. Surely, the burden of the subsidy 
on the central government is significantly 
large. All elTorts should be made to 
reduce it instead of letting it increase. 
The Planning Commission, in its draft 
Plan for the period 1978-79—1982-83, has 


pleaded for a drastic reduction intihif 
subsidy. 

Second, the effect of the increase in ^ 
support price granted to gram last yw 
for raising its production will be neutra¬ 
lised by any sharp increase in the wheat 
support price, and the expected increase 
in the area under gram may not take 
place. 

A member of the APC, Chaudhri 
Randhir Singh, has appended a note of 
dissent to the recommendations of the 
committee. He is of the view that the 
wheat support price should be raised to 
Rs 120 a quintal. Guided by the arith¬ 
metic of cost of cultivation of wheat, he 
sees no reason why the farmer should be 
asked to sell his produce, parlicularly in 
Haryana, at below the cost of cultivation. 
The small increase in the support price 
of wheat conceded by the government 
may not only not satisfy the wheat sur¬ 
plus states but is also likely to cause 
trouble elsewhere. At the next rabi crop, 
the powerful paddy lobby in Lok 
Sabha will demand an increase in the 
support price for rice purely on the 
parity basis. Having conceded the 
increase—however small—in the support 
price of wheat, the government will find 
it hard to resist the demand for raising 
the support price for rice. If under politi¬ 
cal pressure, it is forced to do so, it 
would substantially inflate the food 
subsidy, thus overthrowing the apple-cart 
of the Finance minister's budget. 

At the state level, certain incentives 
are provided to farmers over and above 
the support price fixed by the centfo. For 
example, last year the Punjab govern¬ 
ment had given an incentive bonus of the 
order of three rupees a quintal for sales 
of wheat made by the farmer at the 


Subsidy on Foodgrains (Rs per quintal) 


• 

Wheat (Weighted 
average for both 
imported A 
indigenous) 

Rice Coarse grains 
indigenous 

Purchase cost 

133.26 

140.91 

S4.ll 

Distribution costs (pooled) 

15.13 

15.13 

15.13 

Total economic cost 

148-39 

156.04 

99.24 

Issue Price 

123.00 

156.00 

86.00 

Subsidy per quintal 

23.39 

0.04 

13.24 


Sonree: Bxplanatoiy memorandum on the budget of the central govqnment for 
1978-79 (Page 40). 
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official support price of Rs 110 a quintal. 
Now, Gujarat has announced the support 
price of wheat at Rs 120 a quintal i.e. 
the incentive bonus in that state has 
been fixed at Rs 7.50 a quintal. Since the 
total production of wheat in Gujarat this 
year is estimated at 1.2 million tonnes 
which is insufficient for the total demand 
of the state and there is no compulsbry 
levy procurement, the incentive bonus 
by the state will need to be paid for 
very small quantities which might be 


8(^ at the suppott pnoe. The market 
pi^ pfwheatinrarU in Gojatat 
at 7 ^s time ranges ibove Rs 120 a 
qiri|tol. It means -that the financial 
btibtm of the increased support price 
dedtaied by the Gujarat government may 
nof'be significant. But this does cause 
uiu»siness in wheat surplus states which 
procure substantial quantities of wheat 
but cannot afford to pay the large incen. 
tive bonus offered by such states as 
Ghjarat. 

West Bengal 


and that the mills wSI hkye to pay .i& 
extra amount of Rs 130,000 eiu^ pveiry 
month, due to the lev^ on Ooal. These 
burdens are expected to have a heavy 
impadt qn the dearness affowahce paya^ 
by the industry since the oOstof aO com¬ 
modities will go up. 

The Indian Tea Association hu 
also drawn attention to the erosUn 
of its profitability. The association 
has said that the two-year wage' agreed 
ment and the imposition of an export 
duty “at the unprecedentedly high rate 
of Rs 5 per kilo’* are having “very 
far-reaching effects” on the industry but 
its effect on Darjeeling has been more 
severe than in other areas. 


presidential speech of Mr J. 
Siengupta at the annual general meeting 
of the Bengal Chamber of Commerce and 
Industry, held in Calcutta recently, high¬ 
lighted the prospect of recessionary con¬ 
ditions in West Bengal's economy being 
intensified in the coming months. He said 
that .the indiscriminate increase in the 
excise duties and the levy on coal and 
electricity might lead to further escalation 
of production costs and accentuate the 
problem of demand-recession. He also 
observed that the slight decrease in the 
interest rate might provide only “insigni¬ 
ficant relief” to the corporate sector while 
the high rates of the corporate taxation 
and the disallowance of some essential 
costs would continue to prevent indus¬ 
tries from generating adequate internal 
resources for ploughing back profits. 
Mr Sengupta expressed the hope that the 
government of India would give careful 
consideration to the recommendations 
that would be shortly submitted by the 
Direct Tax Laws Committee. But their 
implementation would take time. Mean¬ 
while, what are the steps being taken by the 
government of India to halt the deepen¬ 
ing recession in the strategic state of 
West Bengal ? Mr H. M. Patel, the central 
Finance minister, has been saying that the 
massive investment proposed in the annual 
plan for- 1978-79 will help to stimulate 
demand. But will it have a favourable 
impact on West Bengal’s economy? 

The Association of Indian Engineering 
Industry has expressed concern at the 
prospect of the railway wagon industry 
languishing for want of adequate orders. 
In a press release, issued a few days ago. 


the association said 0at during 1978-79 
the funds available to the Railway Board 
would be sufficient only for 8500 wagons. 
Already a victim of “gross under-utilisa¬ 
tion of capacity”, the Industry will con¬ 
tinue to face stagnation and will be “con¬ 
demned to its present ludicrously low 
capacity utilisation of about 35 per cent”. 
The Association urged that the quantum 
of wagon procurement in 1978-79 should 
be examined afresh and the proposed off¬ 
take revised upwards. 

Other important industries of West 
Bengal are also facing acute hardship. 
The plight of the jute mills is well-known 
but that of several others has not been 
properly publicised. For instance, the 
Bengal Millowners’ Association has point¬ 
ed out that the cotton textile industry in 
the state will have to bear an additional 
cost of one crore rupees annually because 
of the levy on power imposed by the centre 


Apart from the special problems faced 
by individual industries what worries 
them all, more than anything else, is the 
non-availability of adequate power. The 
president of the Bengal Chamber of Com¬ 
merce said that the power situation had 
become “desperate” and that it required 
some “drastic treatment to avoid hardship 
to various sections of the community and 
continued disruption in industrial produc¬ 
tion”. But what sort of “drastic treat¬ 
ment” he would like the government to 
adopt? His speech contained no sugges¬ 
tion in this regard. He only pleaded for 
the import of gas turbines and the imple¬ 
mentation of the power projects without 
further delay. Nor did Mr Jyoli Basu, 
who inaugurated the chamber’s annual 
session, hold out hope of any improvement 
in power supply in the immediate future. 

In this background, it will indeed be 
most unfortunate, though hot surprising, 
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if i«q|n>9Q<Uy cooijfiUans in West JQeogtU 
beeom watt w«te in tbe. next few 
The proapcots cmtiti$mon 
' oppf^timitjM for employment are for 
fron^enoonmgitiS* West Bengal’s pro* 
poaid^ to introduce unemployment al*. 
lowapoe and to enforce compulsory re- 
cntitment through employment exchanges 
will not help to generate more jobs. The 
Bengal Chamber’s {'resident has welcomed 
both tbeK measures as “steps in the 
right direction” but is his view shared by 
the other bpshiess organisations or even 
by all members of his own chamber? 
Have employers Aill confidence in the 


employment cxchangei^dlM^ 
to^iecommeud the cant^ 

dates? Will not this Ipediduio c^stiti^ 
another deterrent to ;4^>|irbwfo of neiv 
industries in West Baitid? .lBcidoatal}y, 
it> seems significant t^f n^er Mr Smt 
Oujita nor Mr Jyoti Bastt 'lndlcated as to 
what progress had bdsfl made so for in 
implementing the investment ptoimsals, 
worth Rs 163 crores,- submitted by the 
constituents of the Bengal Chamber over 
a year ago. If these are exiieditiously car¬ 
ried out, it will help to create more jobs, 
improve the investment climate, and 
revive the state’s economy. 


Flying profitably 


In their twentyfifth year, both Air-India 
and Indian Airlines are on a high-flying 
course. Air-lndia has made a record 
profit of Rs 25 crores during the year 
1977-78 and Indian Airlines promises to 
improve on its performance of 1976-77, 
which itself was a peak year of its work¬ 
ing with a surplus of Rs 20.74 crores. 

Air-India carried during 1977-78 
around 1,020,000 passengers as against 
943,000 last year, showing a growth of 
eight per cent, thus crossing the million 
mark for the first time. This progress 
was achieved by Air-India, in the face of 
severe competition in the industfy, by 
ensuring flexibility of operations, dynamic 
marketing to improve the load factor and 
market shares, an imaginative mix of 
high-yield and low-yield traffic and a 
substantial increase of capacity on the 
more remunerative routes. The higher 
profits were also partly due to an improve¬ 
ment in the state of the world airline in¬ 
dustry and increase in lATA fares. 

The present fleet of Air-India, which 
consists of nine Boeing.707 and five 
Boeing-747 aircraft, is proposed to be 
increased with the addition of 10 wide¬ 
bodied aircraft by 1983, which includes 
one for replacement of a Boeing-747 air- 
oaft for which orders have already been 
placed, With this addition, the carrying 
capacity of Air-India will increase from 
1,196 million available tonnes Kms 
(ATKms) in 1977-78 to 2,034 million 
ATKms in 1982-83. The entire pro- 
gramine of expansion of Air-India is to be 
financed out of its internal resources. 


Air-India continues to spread its net 
wide to secure more passengers. For 
instance, with the new time-table effective 
from April 1, Air-India has resumed its 
twice weekly 707 operations to Mauritius, 
while Air Mauritius will continue its 
once-a-week operations. Also one extra 
747 service will be operated to London 
thus making a total of ten such services 
to the UK, seven of which operate on to 
New York. As soon as the latest aircraft 
arrives in July 1978, Air-India will, for 
the first time, introduce three India-Paris 
747 terminators via Frankfurt. This marks 
a first step to the Paris-USA/Canada 
operations which are expected to materia¬ 
lise some time in 1980-81. 

While, in recent months, the traffic 
growth to and from the Gulf has not been 
very encouraging, Air-India hopes that 
the situation will improve shortly. It has 
therefore planned to increase its present 
27 flights a week to the Gulf by two 707 
services from August. It may also request 
the Indian Airlines for* one more airbus 
service on lease, in the summer. If all 
thesq plans materialise, the total one-way 
capacity offered to the Gulf per week 
might be over 5,500 seats. 

The frequency to east Africa (Nairobi) 
is also proposed to be increased from the 
present three flights a week to four by 
winter of the current year. Subject to bilate¬ 
ral agreement, one of these flights may be 
extended to Lusaka (Zambia). If traffic 
growth warrants, the frequency to west 
Africa will also be doubled. 

. A distinctive feature of Indian Airlines 


is its todied 

the golden tnangle,., Dellii-Bombay. 
Calcutta, in &ct two more wide-bodi^f 
airbus A300 B2 aiccraft will join the^; 
Indjan Airlines fleet by June 1978. Wbeci;* - 
the airline had inducted the present fleet 
of three wide bodied aircraft on the high 
density trunk routes in December 1976, it 
had retained an option for three more 
aircraft and has now exercised option for 
two of them. This agreement has secured 
three additional options for possible fujture 
requirements. The existing fleet of three 
airbus aircraft accounts for about 34 per 
cent of the total passenger and cargo 
capacity of Indian Airlines which will go 
up to about 44 per cent when the two 
additional aircraft are added. As a result 
of the use of these aircraft, the airlijae 
has been able to hold the fare structure 
as of February 1974. 

Indian Airlines now has a fleet of three 
airbuses, 15 B-737, three Caravelles, eight 
F-27and 15 HS-748 aircraft. With an 
investment of Rs 190 crores, the Indian 
Airlines proposes to add to its fleet a 
capacity equivalent to 17 B-737 aircraft 
increasing its carrying capacity in terms 
of available seat Kms from 4,846 million 
ASKms in 1977-78 to 8,245 million 
ASKms by 1982-83. A pre.sent, Indian 
Airlines has both turbo-prop and jet air. 
craft. For some time to come, it is plan- 
ned to continue to use turbo-prop aircraft 
on a few routes due largely to the limita¬ 
tion of the available infrastructural faci¬ 
lities at certain airports. 

The International Airports Authority 
of India proposes to improve' inter¬ 
national airports in the countiy. The 
Civil Aviation department also proposes 
to bring about similar improvements in 
domestic airports. The programme aims 
at the expansion and improvement of 
aeronautical communication services and 
acquisition of aerodrome equipment for 
ensuring safety and reliability. It is also 
proposed to augment calibration facilities 
so as to improve the quality and reliabi¬ 
lity of operation of radio, radar and navi¬ 
gational aids installed at various airports. 
The extension, strengthening and improve¬ 
ment of runways and taxi-tracks are to be 
taken up at a number of airports so as to 
facilitate the safe operation of all types of 
aircraft. 
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capital's 



R. C. Uimnat 

Fertiliser plans • Agreement on Salal • Pool 

price for zinc ? 


A suBSTANTiAi stop-up in the indigenous 
production of fertilisers^ both nitrogenous 
(N) and phosphatic (PtO»), has been 
projected for the current financial year. 
Dfiring the year just gone by, the output 
of nitrogen is estimated to have aggre¬ 
gated to 2.1 million tonnes and that of 
P,Oi to about seven lakh tonnes. This 
year we are expected to manufacture 2.45* 
million tonnes of nitrogen and eight lakh 
tonnes ofPiOs. In 1975-76, the produc¬ 
tion of nitrogen amounted to just 1.535 
million tonnes and that ofPtOi to 3.2 
lakh tonnes. In 1976-77, the former 
increased to 1.9 million tonnes and the 
latter to 4.8 lakh tonnes. 

The above increases in production have 
resulted primarily from an improvement 
in the utilisation of installed capacities 
as well as creation of new capacities. The 
capacity utilisation of the PsO» manu¬ 
facturing plants in 1976-77 improved to 
79 per cent from 68 per cent in the pre¬ 
vious year and that of nitrogen producing 
projects to 72.5 per cent from 70 per cent. 

Improved capacity 

With an increase of nearly two lakh 
tonnes in the production of nitrogen and 
2.2 lakh tonnes in that of PaOe, the capa¬ 
city utilisation improved further last year, 
as the additions to capacity in both the 
lines were only small. Currently, the 
installed capacity for producing nitrogen 
is around 3.028 million tonnes and that 
for manufacturing PsO, around one 
million tonnes. 

Various measures are being taken to 
further improve the capacity utilisation at 
the existing units. A Plant Operation 
Improvement Programme is currently 
under implementation in some of the 
projects of the public sector—-the Ferti¬ 


liser Corporation of India (FCI) and the 
FACT—with $17 million assistance from 
the International Development Association 
(IDA). The primary aim of this pro¬ 
gramme is to remove bottlenecks in the 
operation of the production facilities of 
these two undertakings. Another pro¬ 
gramme for improving the utilisation of 
capacity of the plants in the public, pri- 
vate as well as cooperative sectors has 
also been launched. This tools being 
financed with assistance of the IDA which 
has provided a loan of $ 105 million for 
this purpose. 

production of nitrogen 

As a result of the commissioning of 12 
projects under various stages of imple¬ 
mentation at present, the capacity to 
produce nitrogen would go up to 5.1 
million tonnes and that for manufacturing 
PtOg to t.31l million tonnes by 1981-82. 
The actual yield from the two capacities 
in that year is expected to be four million 
tonnes of nitrogen and one million tonnes 
of P,Oi. The current five-year Plan, 
which has been launched with effect from 
April 1, estimates the demand to go up by 
1982-83 to 5.25 million tonnes of nitrogen 
and 1.6 million tonnes of P«Os. There 
will, thus, be a gap of 1.25 million tonnes 
of nitrogen and six lakh tonnes of P,Os 
between the demand and supply from 
indigenous sources. Addidonal capacity 
is proposed to be put up to bridge this 
gap. 

Owing to the availability of substantial 
resources of natural gas from the Bombay 
High and Bassein areas, the feedstock 
policy for fertiliser manufacture has 
undergone a substantiat change in the 
recent past. Earlier, the government had 
dedded that, to the extent possible, ferti¬ 


liser prcicots to be set up 01 the 
should move away from naphtha atid Use 
fUd oil/coal. Aocoidingiy, six plants were 
planned on the basis of Aiel oU as feed- 
• stock and three for producing feitfiiaeii 
from coal. Except one coal-based project, 
the other units are under implementation. 

The revised feedstock policy, however, 
envisages that (1) where natural gas is 
availabte, it should be the preferred feed¬ 
stock; (ii) consideration should be given 
to the further use of coal as feedstock in 
the light of the experience of the opera¬ 
tions of the two coal-hased plants cur¬ 
rently under implementation; and (lit) 
thereafter the use of gas and coal should 
be arranged on techno-economic consi¬ 
derations; namely, area of consumption, 
logistics of transportation, viability, avail¬ 
ability of raw materials, etc. While the 
use of fuel oil as feedstock would be 
excluded for the present for all new ferti¬ 
liser projects, the use of naphtha as feed¬ 
stock for entirely new plants would be 
considered only in the case of a long-term 
disposal problems at inland locations. 
Consideration, however, would be given 
to the use of naphtha as feedstock where 
existing plants at inland locations can be 
extended at relatively low capital costs 
and completed in a short span of time. 

gas based plants 

In line with the revised feedstock policy, 
the establishment of four gas-based plants 
is envisaged in western India and of one 
in Assam. The Assam project will utilise 
the associated gas from the ONGC and 
Oil India concessions there. Of the four 
western India projects, two are proposed 
to be set up south of Bombay in the public 
sector based on associated gas from 
Bombay High. The remaining two are 
being considered for location north of 
Bombay. One of these will be in the 
public sector and the other in the coopera¬ 
tive sector. A private sector undertaking. 
M/s Nagarjuna Fertilisers, is putting up 
at present a fuel oil-based plant at 
Kakioada in Andhra Pradesh. The five 
gas-based projects are envisaged to be 
large-sized units. Along with the Kaki- 
nada project and further improvement in 
the capacity utilisation of the existing 
plants, the new gas-based ventures, it is 
hoped, v\ljll be able to wipe out largely 
the likely defidt in the production of 
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fi^isoFi compared to the 
I982|ft3 demaad estimates* 

A&f ^arda phosphatic fertilisers, a 
worlds group has been set up to make 
recoi^medations about the further aug- 
mentmg of capacity. The detailed pro¬ 
gramme for specific new projects or ex¬ 
pansions in this line is proposed to be 
drawn up after the recommendations of 
this group are received. 

Besides the plant operation improve¬ 
ment pfOgraihmes which are being imple- 
mented with assistance from the IDA, the 
public sector projects have been regrouped 
on regional and feedstock basis to be 
handled by four corporations instead of 
two as hitherto. The Fertiliser Corporation 
of India has been split up into three 
manufacturing undertakings, namely, the 
residual Fertiliser Corporation of India, 
the Bashtriya Chemicals and Fertilisers 
Limited (RCF) and the Hindustan Ferti¬ 
lisers Corporation Limited (HFC). The 
reduced FCI will Jock after the Siodri 
project (including Sindri modernisation 
and Sindri rationalisation) and the 
Gorakhpur, Talchar, Ramagundam and 
Korba plants. The RCF has taken over 
the Trombay project and will put up the 
new plants based on the Bombay High 
gas. The HFC has been entrusted with 
the Namrup, Haldia, Barauni and Durga- 
pur plants. The other public sector under¬ 
taking which was already in the field, 
namely National Fertilisers Limited 
(NFL), has been allocated the Nangal 
project along with the Bhatinda and the 
Panipat units which it is putting up at 
present. The Planning and Development 
Division of the FCI has been made a 
separate company, namely, Fertilisers 
(R& D) India Limited. 

current indicatione 

According to the current indications, of 
the projects under implementation, 
Trombay-lV is expected to go into 
commercial production this month,. 
Nangal expansion and Sindri moderni¬ 
sation in July and Sindri rationalisation 
in October. The two Sindri projects will 
add three lakh tonnes to the PaO. manu¬ 
facturing capacity and the Nangal and 
Trombay projects will increase nitrogen 
production capacity by 226,800 tonnes 
%nd PaOc capacity by 73,000 tonnes. The 


two coal-based plaulgv lit Taldier and 
Ramagundam, which iie expeeledtobe 
completed this year, will go into commer- 
,ciat production only in Apdl next year. 
They will add to the nitrogen manufac- 
tWing capacity to the extent of 455,500 
tonnes. The Haldia project, which will 
increase nitrogen making capacity by 
150,900 tonnes and that of TgO. by 
75,000 tonnes, will start producing on 
commercial scale in July next year. 
Trombay-V, which is to be based on 
naphtha or natural gas . and will raise the 
nitrogen producing capacity^ by 118,700 
tonnes, is likely to be in commercial pro¬ 
duction by October, 1980. The imple¬ 
mentation of the Korba coal-based plant 
is being delayed, as it is to be implemen¬ 
ted after the assessment of the working of 
Talcher and Ramagundam projects. No 
date, therefore, has been fixed as yet for 
its completion. It will be of the same 
size (227,700 tonnes N) as the Ramagun¬ 
dam and Talcher plants. 

With the signing of an agreement bet¬ 
ween India and Pakistan here last week 
on the Salal Dam, decks have been 
cleared for the construction of the Salal 
hydro-electric project on the river Cheoab 
in the state of Jammu and Kashmir. It 
will generate annually 345 MWs of power 
which should go some way in improving 
power availability not only in Jammu and 
Kashmir but also in the other neighbour¬ 
ing states. 

The agreement, however, is much more 
significant from another point of view. 
It reflects a steady improvement in the 
Indo-Pakistan relations which had been 
bedevilled right since independence for one 
reason or the other, resulting in four con¬ 
flicts, the last one in 1971. The process 
of normalisation of these relations, of 
course,' started with the Simla agreement 
in 1972 and was fostered recently with 
the two countries resuming diplomatic 
relations and the opening up 6f trade 
channels though to a limited extent. The 
Salal agreement makes it abundantly clear 
that Indo-Pakistan disputes can be ami¬ 
cably settled in a spirit of give and take, 
provided there is a will on the two sides 
to sort out differences. 

The two countries, indeed, can profit a 


great deal by having 
relations on the basis of equality and res* 
pect for each other^s sovereignty, as 
should be reflected by the fact that the 
limited opening of trade channels has al» 
ready resulted in India exporting to Pakis¬ 
tan goods worth Rs 37 crores last year 
and Pakistan supplying to India goods 
worth nearly Rs 27 crores. These trade 
relations can get further fillip as the two 
economies are complementary to each 
other to a substantial extent and there are 
good prospects for India's trade with 
Afghanistan and Iran through the Pakistan 
land route. 

banefit to Pakistan 

Pakistan can greatly profit from 
this trade in the form of revenues 
from transportation and servicing. It is 
reported to be amenable to allow this 
transit trade but desires assistance for the 
development of its roads for the purpose. 
This should not be an intractable problem 
as some assistance can be made available 
by Iran, Afghanistan and India. The 
utilisation of some portion of the debt 
which Pakistan owes to us, can be con¬ 
sidered as our contribution towards the 
above end. 

The agreement on the Salal project, 
which has been reached after protracted 
negotiations ranging over eight years, fol¬ 
lows by and large the scheme originally sub¬ 
mitted to Pakistan and informally agreed 
to by it in October, 1976. There, however, 
has been a slight modification in the 
original proposal to the effect that the height 
of the spillway gates has been lowered—to 
30 ft. This will mean that there will not 
be available any operating pool of water 
and the entire water of the Chenab beyond 
the full pondage level, equivalent to the 
dead storage capacity of not exceeding 
230,303 acre ft., will be allowed to spill 
over to the Pakistan side. 

The following are the salient features 
of the design of the Salal project agreed 
to by India and Pakistan: 

(i) Location: Salal; Longitude 74^ 50" 
East; Latitude 33° 08' North. 

(ii) Fall Pondage LeveF Not higher 
than EL 1,600 ft. 

(iii) Dead Storage Level-* Same as the 
full pondage level. 
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ceedi^^,M3 9c^'feet. 

(v^iiiiiiMralWtoCm^ ofllie S§nu 
way*^9 more fbaa 30 feet below tte fbll 
poom^level. 

(vffi Spillway Gates: 12 numbers, 50 
feet and 30 feet high. The design 
shall -provide for water to spill over the 
top of the spillway gates if the gates are 
not opened in time. 

(viii) Level of Power Intakes^ The cen- 
tfcline of the penstocks at the intake to 
be not lower than 27.5 feet below the full 
pondage level. 

(a) Outlet Works: Six numbers with 
cill level not below EL 1,365 ft. These 
shall be permanently closed with concrete 
plugs within one year of the date of the 
first filling of the reservoir up to the full 
pondage level or within three years of the 
date of the first filling of the reservoir 
upto the crest of the spillway, whichever 
is earlier. The dead storage shall not be 
depleted except in an unforeseen emergency 
endangering the safety of the earth or the 
concrete dams. In that event, India shall 
give immediate information to the govern¬ 
ment of Pakistan of the nature of the 
emergency and may simultaneously under¬ 
take such action as may be necessary. In 
case the removal of concrete plugs be¬ 
comes necessary, India shall hold imme¬ 
diate consultations with the representatives 
of the Pakistan government, including site 
inspection of the plant. 

* * 

The Bureau of Industrial Costs and 
Prices is understood to have been entrust¬ 
ed with the task of evolving a pool price 
for imported and indigenously-produced 
zinc metal. Currently, the price of this 
metal is governed by the sale price of the 
Minerals and Metals Trading Corporation 
which effects imports of zinc in substap- 
tial quantities to meet the gap between 
the requirements and the supplies from 
domestic source. The need for having a 
pool price for zinc on the pattern of the 
price for nitrogenous fertilisers has arisen 
because of the sharp decline in the, world 
price, following shrinkage of demand for 
the metal from the automobile industry. 


paiticttlwiy in theUi^l^ St!^. 
p^rtakpi^::tpl6-77 k^ wbaJe price 
of zine bas been reduo^"^ the MlMTC 
by as much m Rs $^500 per tonne from 
approximately Rs 14,000 per tonne. This 
has resulted in a IdM of revenue to 
Hindustan Zinc Limited (HZL), a public 
sector undertaking, to the tune of as much 
as Rs 12 crores during 1977-78, which is 
said to have completely wiped out its pro¬ 
fitability, even after taking into considera¬ 
tion the lower cost of imported zinc con¬ 
centrates and some improvement in the 
price of lead. The pre-tax profit of the 
undertaking, which amounted to as much 
as Rs 10.2 crores in 1975-76, is projected 
for 1977-78 at just around Rs 83.29 
lakhS 4 This is despite the fact that its 
operations have expanded markedly dur¬ 
ing the last two years. 

output of zinc cathodes 

As a result of the stabilisation of pro¬ 
duction at the Debar! zinc smelter and 
the start of production at the new Vizag 
smelter (the Debari project Is an integrat¬ 
ed one from the ore mining stage, while 
the Vizag smelter is based on imported 
concen^'ates), the output of zinc cathodes 
went up during 1977-78 to as much as 
44,319 tonnes from 16,174 tonnes during 
the previous year. The production of 
zinc ingots increased to 33,500 tonnes 
from 14,533 tonnes. There was also near¬ 
ly 22 per cent increase in the production 
of refined lead—to 7,543 tonnes from 
6,181 tonnes. Substantial increases were 
witnessed in the production of single 
superphosphate (to 42,000 tonnes from 
32,452 tonnes), cadmium metal (to 48,505 
kgs from just 7,834 kgs), sulphuric acid 
(to 78,745 tonnes from 27,933 tonnes) 
and silver (to 11,419 kgs of marketable 
refined product from 5,698 kgs). 

Further sizeable increases in produc¬ 
tion of zinc and lead are envisaged dur¬ 
ing the current financial year. The HZL, 
which catered for less than 15 per cent 
of the country*s requirements of zinc in 
1976-77 and about 30 per cent in 1977-78, 
is likely to meet nearly 60 per cent of 
these requirements this year. Its share 
in the virgin lead metal market, which 
was about 10 per cent in 1976-77 and 
nearly 15 per cent last year, is expected 
to go up to 25 per cent this year. The 


production last year would Imve been 
even more impressive had there not been 
frequent power cuts and interruptions due 
to prolonged stoppage of the Ranapratap 
Sagar atomic power station. These inter¬ 
ruptions and cuts are stated to have affec¬ 
ted the output of the Debari smelter by 
at least 10 per cent. 

affect of modifleation 

Besides the sharp drop in the world 
price of zinc, the budget proposals of 
the Finance minister for the current 
financial year are expected to cost HZL 
Rs 11.25 crores on account of the excise 
duty on electricity and coal and Rs 40 
lakhs on account of the modifications in 
the excise levies of other raw material 
inputs. 

Hindustan Zinc, however, aims at 90 
per cent capacity utilisation at the Debari 
and Vizag smelters In 1979-80. The 
Debari smelter has the capacity to pro- i 
duce annually 45,000 tonnes of zinc metal 
and the Vizag smelter 30,000 tonnes. In 
view of the current situation in the world 
zinc market and the total zinc smelting 
cafkacity in the country having already 
gone up to 96,000 tonnes, further aug¬ 
mentation of this capacity may have to be 
delayed. Decisions in this regard will 
have to be taken purely on economic con¬ 
siderations. It is, however, proposed to 
keep on shelf some projects for implemen¬ 
tation in the 1980s. 

A significant modification which may be 
effected in the policy of augmenting zinc 
and lead manufacturing capacity in the 
country may be that expansion of the lead 
refining capacity may be accorded a 
higher priority. The lead refining capa¬ 
city has been augmented in the recent past 
through setting up a lead smelter at Vizag 
and expanding the Tundoo smelter, but 
still the demand can be met from indi¬ 
genous sources to about 40 per cent. This 
can be done by concentrating in the cora- 
ing years on the exploitation of such lead- 
zinc ore resources which have a higher 
content of lead than zinc. It is expected 
that by 1983-84, we might be having, on 
the basis of the projects under considera¬ 
tions, a surplus of lead concentrates to 
the extent of 20,000/30,000 tonnes metal 
eqixivatent. 
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Dr V«rgh«M Kurlm. Chairman, Natlanal Dairy Davalapmahl 
Board, BHjarat, disemaaa "Tha Roio of lha EUla In Rural 
Davalopmant", while accepting the *Vu»lneas Leaderehip Award" 
from the Madras Management Assoelatlen on April T. He was 
delivering the fifth Anantharamahrishnan Memorial Lecture in honow 
of that eminont industrialist of south India. Dr Kurlen deplores an 
economic order in which "the very people who are producing the 
things which we need most should get the least benellt from society" 
and pleads that the elite should work for "a structure which enables 
the people themselves to decide what is needed—a structure which 
puts tools into the people's hands for creating what they need". 


In our country, especially, if one has 
hsd access to higher education, if one has 
the opportunity to exercise a skill or 
spedalisatioD, ifone occupies a position 
of authority—in all these cases, one Is 
inextricably bound up with the elite. One 
may not agree with the elite. One may 
at times be in conflict with some part of 
the elite. But, in all these cases, one has 
to <fea/with the elite—and, whether one 
likes it or not, one is a part of the elite. 

When I was speaking in Ahmedabad a 
little while ago (to a very elite group, 
incidentally), I bad occasion to describe 
the elite.' 1 said then, “It appears to 
consist of five groups; 

“The bureaucrats, jacks of all trades 
and masters of none, except of the so- 
called administrative machinery (which 
they themselves have erected). 

“The politicians, manipulators of words 
and images, so pre-occupied with the 
maintenance of their power that they can 
spare no time to leant how to use it to 
the benefit of the community (which is 
why they depend on bureaucrats, to give 
the machinery of government on appea¬ 
rance of motion). 

“The academicians, who gave up the 
process of learning long ago -and who 
therefore have to spend their energies on 
deceiving successive g -ncrations of stu. 
dents into thinking that they are really 
learning. 

“The contact men and the industrialists, 
the self-styled masters of industry, who 
pursue the gains of industrial production 
without the application of industriousness 
and productivity. 

“The technocrats and management 


experts, who varnish our feudal and 
mercantile businesses with superficially 
glossy layers of modem management's 
trappings and terminology." 

Now, it could at least be argued that 
this view of the elite is pessimistic, that 
it takes an unjustifiably grim view of the 
quality of our leadership. Nevertheless, 
there is too much truth in it for comfort 
—and I believe that the time is drawing 
near, when either we must change our 

POINT 

OP 

VIEW 

ways, or history will change them for us. 
Therefore, what I am suggesting here 
today is that it is time that we, the elite, 
reconsider our present role in society. 

Admittedly, it is not an easy task that 
faces us. I do not think that any society 
can be said wholly to have solved the 
problem of how to modernise a village 
society. It is not simply a problem of 
tiying to retain all that is good in our 
villages: It is a problem of trying to retain 
what is good, while also getting rid of 
what is bad, to the extent that is possible. 

And there is much that is bad, no 
doubt. Moit villages are dominated by 
casteism. They are rigid in their customs. 
Their society is a narrowing one, in 
which the aged press heavily on the young 


Dr VtrghvM Kurten 

—and the dc^redatioas of povtfty press 
very heavily on almost all. 

Set against these disadvantages, there 
are the virtues of many village commu. 
nities. They are socially self-supportive. 
Everyone knows everybody else and 
everyone feels that he has a place in the 
community. Their objectives are simple: 
They know what they want (even if they 
cannot get it). Peihaps much of this 
stems from the advantage of working on 
the land. If you work on the land, you 
literally reap the fruits of your own 
labour. You know what you are pro¬ 
ducing. You know what you are doing and 
why you are doing it. The land is tangible 
—and, if nature is kind, at the end of 
your labours, you reap a harvest, to 
support your family. 

signifleant activity 

Moreover, never before was working 
on the land more manifestly a significant 
activity. Because, never before has there 
been a greater need for more food, for a 
better diet for our people.. In the cities, 
as well as in the countryside, the need is 
all too plainly to be seen. 

Many of us, in the cities, are always 
harping on how we want to do some 
work which is “significant". In the villa¬ 
ges, the farmers are doing something 
significant: they are providing food and 
fibre for all of us; yet the village is pre¬ 
cisely the place from which the brightest 
of the young are fleeing. 

Frankly, I am not surprised that this 
should be so. There is much in the village 
for the young to flee from. But this is 
something which has to be changed—and, 
if that change is ever to start, it must be 
initiated by our country's elite. The most 
important task, which faces our elite 
today, is that of leading the drive to 
modernise our rural society. 

1 suggest that the problem is not really 
the villages, as such: the heart of it lies in 
ourselves. We have known very well for 
many years what needs to be done, but 
we have not got to grips with doing it. 

What needs to be done is fairly straight- 
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fotwi|d< WBtfM aoed adequate fbod, 
cIofb|tt< 8l|idtatfaMi» iMi^b^oue and pii> 
maq^ a^ooliof. Tbuy need, in brief, to 
nuke tbe village eoviroomait one which 
is luM^able. to man, one where diildien 
can poUr up h{q>pily and healthily—and 
develop themselves to the fullness of their 
potentials 

Today, in modernising India, this means 
that “I” want to feel that I am a part of 
a society which knows where it is going— 
and where iny children will have a part 
to play, a chance to contribute according 
to their ability. We cannot have a modern¬ 
ising society unless this vision becomes 
true. Modern society is complex. It can 
create great benefits for all its members. 
But to obtain those benefits, the society 
has to master many complex technologies. 
These technologies are the fruits of advan. 
ced science. To make use of them, a 
society has to make good use of all the 
intelligence its members prossess—and 
there simply is not enough intelligence 
and motivation, in any society, for a 
society to be able to afford to waste any 
of it. Yet, in our villages, we are wasting 
most of the intelligence and motivation 
available because the majority is denied 
access to education, to the whole system 
which identifies individual abilities and 
developes them to the full. 

senselMS prejudice 

It makes no sense, that the very people 
who are producing the things which we 
need most should get the least benefit 
from society. I refer, of course, to the 
farmers and the agricultural labourers, 
who produce the food we all must eat and 
the fibre we need to clothe us. They are 
producing what our society needs—food 
and fibre, which are needed in increasing 
quantities—yet their rewards are the least: 
not only their financial rewards, but even 
the “recognition”, or the “status” they 
are accorded, if you wish. And, along 
with the rest, the children of the innova¬ 
tors in our villages—the brightest of the 
young—are confined to 'systems of edu¬ 
cation and up-bringing which give them 
the least chance of developing their poten¬ 
tiality to the full. 

This is illogical. Especially when we 
consider that the greatest good for the 
greatest number would be created, if we 


OQUld not <»dy prodoM Mttoiqih food and 
IRire—but also, if we bodid produce it 
widi inenasing economy. But this calls 
for more innovation, right m the village— 
and, therefore, for the ftiliest development 
i>f the brightest of the young in the 
villages. 

strosn on produetivify 

This means that the process of moderni¬ 
sation should enable our villages to 
become more productive, for their own 
good and for the good of society at large. 
Yet the elite has not got to grips with the 
task of increasing the village’s producti¬ 
vity. It is not, for example, simply a 
task of “providing jobs.” Allow me to 
illustrate. Suppose we got a lot of foreign 
aid and this enabled us to take, say, the 
30 million families in which all, including 
the head of the household, are unemp¬ 
loyed, or grossly under-employed. 
Suppose we could use the money given to 
us to create “jobs”; 3 million (10%) to be 
politicians and social workers; 6 million 
(20%) to be the domestic servants and 
peons of the politicians and social workers 
thus created; 9 million (30%) to be lower 
division ^ clerks—“administrators”—who 
would “run” the programme within 
government; and the remaining 12 mil¬ 
lion to be “extension workers”, telling 
the farmers how to produce the extra 
food and fibre needed by the lucky 30 
million beneficiaries of the programme... 

In such a programme, thirty million 
jobs would be “created”—^but not even 
the “extension workers” would actually 
be producing anything. Such programmes 
are the result of “development” from the 
top, down. 

Clearly, the approach will neither create 
a society which is more productive, nor 
enable people to live a life which is satis, 
fying.. Yet it is also true that, even if we 
wanted to, we could not remove un- 
employment by creation of conventional 
“industrial” jobs; we cannot create 
enough of such jobs to enable the un¬ 
employed and the under-employed to 
become productive. Therefore, it is clear 
that, if we really want to modernise our 
society, we can do it only if we find ways 
of enabling people to become more pro¬ 
ductive in the village itself. 

I said earlier that the problem is not 


really in the villages, as. such—but that it 
lies within ourselves. By that, t meant 
that we have all known, for a long time, 
what needs to be done in a predominantly 
rural society. That is to say, we know that 
more gobar gas plants are needed, more 
roads, more primary schools etc.—and 
we have a pool of young educated men 
and women who are capable of creating 
these things... But when we come to a 
specific village, a specific block, a specific 
district—then we cannot prescribe every¬ 
thing that is needed there. These matters 
cannot simply be decided at the top and 
then pushed down into the villages. When 
we try to do that—whether from New 
Delhi or from Madras—we usually get it 
wrong. 

To get it right, we have to go to the 
villages. They know what they need. They 
know their priorities. They know their 
resources (and, Ood knows, the country 
has all too little resources, considering the 
difficulties which face us)—but, to apply 
those resources wisely, inventively, in 
ways which best suit - each particular 
village’s situation... to do that, we have 
to rely on the village’s own intimate 
knowledge of its resources, its problems 
and its priorities. 

th« n«w struetur* 

What is needed, therefore, is a structure 
which enables the people themselves to 
decide what is needed. A structure which 
puts tools into the people’s hands for 
creating what they need. 

The problem of our elite, in achieving 
this, is simply that we are so distant from 
the village—so distant that we cannot 
make our knowledge and skills available 
and useful in the village. 

This is especially so with regard to 
material things. Poverty is based on a 
lack of material things. It may lead to 
hatred, divisiveness and meanness of soul 
—but it starts with a lack of things. To 
label a concentration on things as 
“materialism” will not make the problem 
go away. We have to recognise that most 
of our people do quite simply need food, 
clothing, housing and clean water to 
drink. If that is materialism, then so be it. 

The elite commands—indeed, it mono¬ 
polises—the skills and modera science, 
which can make these things available to 
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our people, if ever we decide to get down 
to the job. 

I know (because I have worked in such 
matten for over 25 years) that when villa¬ 
ges are given genuine access to a system, 
which puts the tools of modernisation 
into their hands, then they know what to 
do. Moreover, they know how to choose 
the people who will get the job done: get 
it done sensibly, honestly and diligently. 
They choose people, from among them¬ 
selves, on that basis. 

I can assure you, for example, that a 
village milk producers’ co-operative is not 
run on the basis of caste or community. 
Here am I, for example, an elected chair¬ 
man of five hundred thousand Gujarati 
milk producers—and 1 am from Kerala. 
Why do the farmers take such a man to 
their heart? Presumably because they 
trust him. 

The Kaira District Co-operative Milk 
Producers’ Union (better known as 
“Amul”) has 831 village milk producers’ 
co-operatives—and everyone of them has 
an elected managing committee. You do 
not find that the chairman of the com¬ 
mittee is there because he is a Brahmin 
or a Patel or whatever. You do not find 
that he is there because he speaks this 
language or that. You do not find that 
he is there because he comes from one 
faction or another. He is there because 
the village has decided that he is the best 
man to do the job and they trust him to 
do it well. 

distant objsctivs 

Frankly, the imperatives of caste and 
community, the sharing out of status 
among the elders—in other words, the 
rituals of our power structure—are left to 
the panchayat, to the election of MLA’s 
and so on. The more distant the objective 
from the village's own reality, then the 
more the village is willing to let the elite 
<‘piay its games”—and to share out its 
tawdiry spoils on the basis of its own 
rather meaningless pecking order. 

For the village, first things come first. 
The closer to the village the objective, the 
more effectively does the village act. But, 
to get that quality of action, the structure 
for decision-making must be in the villa¬ 
ge’s own hands. 

And this is happening right here in 
EASTERN BCONOMISr 


Timil Nadu—at Bmde for example. 

of you must have seen how the 
pe^de of Erode ate forming their own* 
milk cooperatives and man ag ing them 
veiy well: 139 of them so far. And these 
Wilage co-operatives are affiliating them¬ 
selves into District Milk Producers’ 
Unions. 

Now, the managing committee of each 
village cooperative is chosen by the milk 
producers themselves—and those repre¬ 
sentatives of the milk producers choose 
the directors of their union from among 
themselves.' In other words, the structure 
of village cooperatives is a structure in 
which the producers make their own 
decisions. 

Why do they have a union? A union 
means that all the villages, collectively, 
agree that the interest of the majority is 
paramount: that the interest of the majo¬ 
rity may over-rule the particular interest 
of an individual village. Yet the villages 
join in such a union. Why ? Because 
through the strength of their union, they 
are able, collectively, to obtain access to 
the instruments of modernisation, which 
our present system denies them as indivi¬ 
duals. 

professional management 

For example, through the union they 
are able to employ professionals. The 
dairy, which they own through the union, 
is managed by a professional manager. 
The union employs skilled veterinary 
doctors, who visit the villages regularly 
every week—and who are available round 
the clock for emergency calls. The farmers 
can see that these professionals are really 
working for them. In other words, they 
can see that the union is an organisation 
which brings modern science to serve 
them. And the result is a more productive 
system. 

All this is done under the direction of 
the rural producers themselves. Policies 
are set by managing committees and 
boards of directors chosen by farmers 
from among themselves. Moreover, in 
the next stage of our dairy cooperative 
development, the co-operative unions are 
joining together to form federations of 
unions, so that they can operate a shared 
marketing programme, for example—and 
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employ mote professional marketers. to 
operate the Systran. 

Surely that is what we mean when , we 
talk alput “putting the tools of modran 
science into the hands of our farmers”. 
The people of Erode do not have to be 
told that they need better veterinary 
services, or artificial insemination for 
their cows. What they need is access to 
these tools of modem science, access to a 
structure whereby they can employ the 
managers, the scientists, the engineers and 
the technicians who are needed to operate 
the system. In Erode, that is what is 
happening. 

But it was not easy to achieve. It was 
not easy to achieve, not because of difficul¬ 
ties in the villages, but because it was 
opposed by the concerned elite. 

In reverse g«ar 

As soon as the elite saw what a power¬ 
ful combination it would be, if the pro¬ 
fessionals were really to join hands with 
the farmers, then they brought every avail¬ 
able weapon to bear against the forma¬ 
tion of that cooperative structure. The 
bureaucrats threw their so-called adminis¬ 
trative machinery into reverse gear. The 
politicians mouthed meaningless slogans, 
distracting the rural community from their 
true interest. The academicians wanted 
no part of this battle with the reality of 
village poverty. The industrialists oppos¬ 
ed the idea that farmers should come to 
know that they can own and operate 
their own factory. The technocrats and 
the management experts wanted no part 
of such a project, which would require 
something deeper than the superficial 
trappings and terminology of modern 
“management methods” ... So they all 
fought the Erode concept: they delayed it 
for 18 months. 

It is a good example of how our elite 
works—or, a base example of how our 
elite does not work. This is the hard 
reality that we, the elite, have to face: 
we are trapped in a system of our own 
making—and, when good things do not 
happen in our villages, it is because of 
our own actions within this system. 

We have to dimb out of this trap. 

We have to stop looking at our role in 
society as a means of hanging on to the 
material rewards ourralves—and hoping 
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to i^p the rest of the society quiet by 
gt^f breed and drcuses. 

We baw to stop treating ‘‘leadership” 
as if it consisted only of shouting slogans 
abopt peripheral issues ^och as langu* 
age, community, regionalism and what 
have you; shouting slogans about these 
things can, at the most, only serve to dis¬ 
tract a deprived majority from its true 
needs in the short run. 

We have to stop building cities as cita¬ 
dels, with golden ghettos in which to 
house ourselves, carefully surrounded by 
a thin layer of middle-class housing, as a 
buflbr between ourselves and the poverty 
of the majority outside. 

Perhaps above all, we have to stop us¬ 
ing our positions in the elite simply as a 
means of supporting each other's self- 
interest. At present, the politicians let 
the administrators have their way, be¬ 
cause they depend on them to keep the 
show running. The admini-strators let the 
politicians give the impression that they 
are running the show, as long as they do 
not threaten the security of the adminis¬ 
trative services. The academicians let the 
politicians and the administrators do, as 
they will, as long as they do not demand 
too much in the way of results from 
research and teaching ... “You scratch 
my back and I’ll scratch yours” is not 
a principle on which any culture can 
survive. 

inbred destruction 

Moreover, a culture which attempts to 
survive on this basis can only bring about 
its own destruction. We are not living in 
imperial India today. We cannot main¬ 
tain our privilege by fawning on our 
masters—and then quietly attribute all our 
ills to alien rulers. They arc! after all, 
no longer alien. We are all part of the 
same nation —and even the farmers now 
know this. They know that a decent life 
(and even a good livelihood) is within 
their reach. They know that we, the elite, 
are already enjoying it. The question is 
only whether the farmers will wait for us 
to reach out to them and enable them to 
share in the benefits of modernisation—or 
whether they will become impatient and 
seize those benefits for themselves. 

I hope anid believe that the elite will not 


ffloch longer grudge dm nM fflq}ority 
nthat is due to it. And l eee reason for 
my hope. I see hope particularly in the 
up-coming generation educated young 
people—many of them represented here 
today, no doubt. I see hope in the increas¬ 
ing awareness that many ordinary work¬ 
ing people have—in the cities and in the 
villages: awareness of the fact that the 
cities and the villages have mutual inte¬ 
rests. Awareness that the cities need 
what the villages are producing and that 
the villages need the skill? which are at 
present largely confined to the cities. Also, 
there is, slowly growing, a more genuine 
appreciation of what is meant by such 
words as “tradition” and “culture”—there 
is a deeper appreciation of what these 
things mean in our modernising society, 
of what they can contribute to our society 
... So there is good reason to hope that 
change will come—and that our elite will 
play its proper role in it. 

resistance to change 

Yet, it is true that we all resist change. 
We are each in our own groove. In our 
heart of hearts, we know that there is need 
to make many changes—but we would 
rather leave things as they are and let the 
next generation do it. 

Yet we cannot keep passing the buck 
from one generation to the next. It has 
gone on too long. There has to come a 
point in time when it stops—and I believe 
that that time has come. 

Hard though it is to change, we should 
welcome this as an opportunity: a chance 
to .show that perhaps we have more to 
offer than we have shown so far . . . Be¬ 
cause the very difficulties of change pre¬ 
sent challenges, and opportunities, to all 
of us who enjoy the privilege of power, 
the advantage of education. Change re¬ 
quires hard thinking and bard work. It 
has to be thought out with great care and 
conducted with great skill and diligence. 
To last, each successive round of change 
has to provide the vital stepping stone to 
the next round of change—and that, by 
my observation, is not easy to achieve. It 
calls for ail the skill that is available. 

We have the skills that are needed. 
We have the knowledge, the understand¬ 
ing. I personally do not believe that we 
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ate so ignorant of what life is like la ovr 
villages. But most of us, I fear, have 
not yet come to grips with the meaning of 
many of the words which we have learned 
through our privileged access to educa¬ 
tion and power, words which we have 
learned—but learned only as slogans. 

equal opportunity 

When we say, “equal opportunity,” we 
really mean that the child of that sweeper 
should be able to go to the same school 
as that child, my child. When we say, 
“equal pay for equal work,” we really 
mean that that man, that harijan is doing 
just as good work as that man, that 
Brahmin, my brother, and that he should 
get the same pay for it. When we say, 
“let us renovate the bureaucracy,” we 
really mean that we, ourselves, cannot 
shufile pieces of papers and hold endless 
committee meetings, instead of actually 
getting down to the job for which we are 
responsible. When we talk about “stan¬ 
dards of professional management,” we 
really mean that we, ‘ ourselves, should 
observe the standards, the “codes of con¬ 
duct” which we prescribe to others. 

If we can face up to these realities, then 
I believe that we, the elite, will actually 
find life more satisfying—and the have- 
nots may even give us a new lease of life. 
It is not difficult to know what we should 
do, it is only difficult to make overseives 
do it. 

For politicians, it means addressing 
real problems and unifying people, in¬ 
stead of dividing and ruling; 

For bureaucrats, it means working to 
get results, not only to'get rewards; 

For educators, it means learning and 
continuing to learn, in order to be able 
truly to teach; 

For industrialists, it means being indus¬ 
trious, creating productivity and reward¬ 
ing productivity, instead of speculating 
and looking for sheltered markets; 

For managers and technocrats, it means 
pursuing our profession truthfully, not 
bending to win rewards from the wealthy, 
not bending to share privileges enjoyed 
by power holders—it means, instead, 
maintaining a mastery over one’s subject 
and practising one's professibo truthfully. 
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to the benefit of the people who need it 
most. 

In short, it means a hard path, perhaps, 
but theTcwards can be great. No other 
country has quite the same resources as 


we;^ve: our unique ^Unatlon of a 
loiilj^estaUished cultuns » vast array of 
natural resources, spread aooss asub- 
confiinent; millions of skliled, diligent 
farmers—and, now, a remarkable poo] of 


motivated, eilnpated young petqtle... AU 
the tools are udihns, in our haii^, to 
effect the tranaformation ofourpiedmi^* 
nandy rural society,. Never has an dhe 
had 'boeh an opportunity. 


Dangers of growing public debt 

Tho figure of external debt at Re 8S7i>07 erorea in March 1978 as 
Indicated in the budget papers is alarming according to the author. 

By next year it would Incraaso by another Rs 1080 crores. The 
burden of repayment, he feels, will become frightfully heavy. 


Thbrb has been a lot of critical comment 
from industry and trade circles on various 
budget proposals particularly concerning 
•additional cost of indirect taxation but 
nobody seems to raise even a whimper 
about a staggering level of public debt 
reached at the end of 1977-78. According 
to the budget papers the outstanding 
public debt of the government of India 
amounted to Rs 25,303.18 crores at the 
end of 1977-78 and was expected to 
amount to Rs 29,420.24 crores at the end 
of 1978-79. 

(in crores rupees) 



As on 

As on 


March 31 

March 31 


’78 

’79 

Internal Debt 

16327,11 

19610.89 

External Debt 

8976.07 

9809.35 


"Internal debt" comprises loans raised 
in the open market, compensation and 
other bonds, prize bonds and IS-year 
annuity certificates. It also includes bor¬ 
rowings of a temporary nature, viz, trea¬ 
sury bills issued to the Reserve Bank, state 
governments, commercial banks and other 
parties, as well as non-negotiable, non¬ 
interest bearing securities issued to inter¬ 
national financial institutions such as the 
Intern^itional Monetary Fund, Internatio¬ 
nal Bank for Reconstruction and Develop¬ 
ment, International Development Associa¬ 
tion and Asian Development Bank. 

In addition, government is liable to 
repay the outstandings against the various 
small savings schemes, provident funds, 
deposits unefer the special deposit schemes 


and income tax annuity deposit schemes, 
depreciation and other interest bearing 
reserve funds of departments like railways, 
posts and telegraphs, etc. 

under-Mtimatlng damag* 

There is a tendency to under-estimate 
the damage the ever-growing public debt 
can do to our economy. Our planners 
and policy-makers in the past never paid 
any heed to the oft-repeated warnings 
given by world bodies. The result is that 
the pace of growth in debt burden has 
increased in recent years. Some of the 
defenders of public debt assert that in 
terms of the ONP-public debt ratio, India 
is no worse off than the developed nations 
of the world. They aigue that the ratio 
of public debt to GNP for Canada was 
60, for Britain 97, for Australia 58 for the 
USA 48, and for India it is just 58, and 
hence not harmful. This argument is 
shortsighted and superficial. 

The debts of the state governments to 
the centre have increased more than 
hundred-fold in the last 25 years. At the 
end of 1947-48, the debt stood at Rs 62 
crores. Loans to the states now account 
for more than half the total outlay of the 
central government. Increase in state 
governments’ debts was due to the large 
assistance provided by the centre year 
after year for their development outlays, 
leading to creation of capital assets and 
for meeting non-Plan needs. States find 
it easy and convenient to go in debts at 
the drop of a hat, by resorting to over¬ 
drafts. Tlus must stop once and for all. 
The centre and state governments can 
ignore the danger signals at their own 
peril. All this is not defeatism but a plea 
that adiflSteult problem should be faced 
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squarely so that credible remedies can be 
devised. 

The Economic Survey for 1977-78 has 
pointed out that the volume of net exter¬ 
nal assistance received by India increased 
from Rs 1S9 crores in 1972-73 to Rs 1154 
crores in 1975-76. In 1976-77, however, 
it declined to Rs 844 crores. Consequent¬ 
ly, the proportion of imports financed by 
external assistance which was 22 per cent 
in 1975-76, fell to 17 per cent in 1976-77. 
The survey feels that in view of the anti¬ 
cipated lower level of net aid in 1977-78, 
this proportion is likely to go down 
further. 

incraasing axtarnal aid 

It must be pointed out that the conti¬ 
nued increase in the gross disbursement 
of external assistance between 1973-76 
reflected the impact of such factors as 
grants under the UN Emergency Opera¬ 
tions Scheme, the USSR Wheat Loans, 
larger IDA assistance and oil credits. In 
1976-77, however, it is good to know that 
gross inflow of external assistance came 
down by 13 per cent compared to the 
level of gross aid in 1975-76 due mainly 
to lower assistance from oil producing 
countries and virtual absence of grants 
under the UN Emergency Operations 
Scheme. The figure of external debt at 
Rs 8976.07 crores in March 1978 as indi¬ 
cated in the budget papers is quite alarm¬ 
ing. By next year it would increase by 
another Rs 1,000 crores. In consonance 
with the rising pace of public debt, the 
service charges also increase. In just one 
decade total debt servicing has jumped 
from Rs 333 crores in 1967-68 to Rs 842 
crores (estimates) in 1977-78. Our debt 
service ratio to foreign exchange earnings, 
which was about five per cent in 1960 
shot up to 16.5 per cent in 1965, 19.8 in 
1966, 20.3 per cent in 1968 and 23 per 
cent in 1975-76. Currently, we are devot¬ 
ing more than three per cent of our na- 
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tiojlBl ineomefcir 'debt aervfeiag. 

^yniei^ pbUfatknu an iwaiiy 30 per 
ij| of yttr exports. 

]|[oK tbao eight years ago, jteator B. 
Pearson, in bis report, had described the 
riser in debt service payments of develop* 
tng.'Opunfries during the last 15 years as 
•'ei^iosive*’. He felt that this can jeopar¬ 
dise the development process of develop¬ 
ing nations if they fail to take proper 
action at their earliest. It is common 
knowledge, that as public debt grows the 
cost of ^vicing also increases. Our re¬ 
payment obligation imposes a tremendous 
burden on the economy. It puts a strain 
on foreign exchange and acts as a drain 
on internal resources. One sometimes gets 
the feeling that the trumpet of achievement 
on. our bulging foreign exchange reserves 
is being blown too loud and too long. 

•ncouraging complacancy 

This Is unfortunate for this encour¬ 
ages complacency when the need is to put 
reserves to productive use. It must be 
remembered that there are still far more 
uncertain factors which can change the 
picture on the foreign trade front. All 
the same, it is naive for any government 
to expect to build a new social order on 
the strength of its accumulated foreign 
exchange reserves. The burden of servic¬ 
ing foreign loans has been steadily rising 
over the years. The burden of repayment 
will become still bigger during the sixth 
Plan period. It is rather painful that the 
central and state governments continue to 
be complacent about the rising debt 
liabilities, internal and external. A ten¬ 
fold increase in government indebted¬ 
ness is quite alarming, to say the least, 
even though it is conceded that the rise 
in prices during the planning period has 
considerably reduced the magnitude of 
the real interest burden on these debts. 
The only consolation, if it can be called 
so, is that the great bulk of our public 
debt is internally held. This implies that 
the debt does in no way alter the wealth 
of the nation. This, however, ignores the 
other very serious implications of huge 
and growing public debt on the future 
generations. Is it too much to expect 
the Janata government to see logic and 
reason and evolve a national policy to- 
. wards public debt? 
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tn thU artlelt, ih§ auUior dlseus$ 0 s th9 bKkgrounti to to« do/Zar'a 
dtpf0c/ation tnd the intarnttlond tmpfleultons of Its eonUaulog slide. He 
ergues Hiat the weakness of the dollar Is not a passing phase In 
Intarnailonal economic transactions and Uiat It couki well lead to the 
second major breakdown In this decade of the International monetary order, 
unless the major trading nations come together Immediately to avert 
this denouement. The author Is currently a Research Fellow at the 
Mrinvolla Studies Centre of Maxwell Schorl In Syracuse University, USA. 


.The fust three weeks of March witnessed 
a dramatic fall in the value of the Ameri* 
can dollar in international financial nur- 
kets and, more importantly, a persistent 
dedioe of confidence in that currency 
among financial circles. The governments 
of the US and West Germany responded 
to this *‘disorderly functioning” of the 
exchanges by announcing a major joint 
effort to intervene in the European cur¬ 
rent markets to stem the long slide of the 
dollar against stronger currencies. In 
Tokyo, the Japanese central bank pur* 
chased an estimated $2 billion of US cur< 


and that it will prompt responses from 
several nations that might be harmful to 
the international economy. 

The dollar has been losing value in 
foreign exchange markets ever since the 
collapse of the post-war monetary system 
in the summer of 1971. The dollar was 
devalued in 1971 and 1973 and the system 
of flexible exchange rates that ensued per¬ 
mitted further inexorable declines in the 
value of the dollar. The purchasing power 
of the American dollar in terms of the 
West German mark, the Swiss franc or the 
Japanese yen has declined by about SO 


WINDOW 

ON 

THE WORLD 


rency to prevent further slide of the dollar. 
In spite of this, the dollar fell nearly 3.5 
per cent in relation to the Japanese yen in 
the first three weeks of March alone. None 
of the interventionist policies seem to have 
restored the market's confidence in the 
American currenc>*. Speculators continue 
to sell dollars to buy Deutsche mark, 
Swiss franc and Japanese yen. No one can 
predict when this psychology of the cur¬ 
rency markets will turn around and how 
much the dollar would have depreciated 
by then. It is, however, clear to everyone 
that the further weakening of the dollar 
will have a very serious impact on the 
domestic economies of most of the nations 


per cent in the last ten years.' (Table I) 
gives foreign exchange rates of 24 major 
world currencies in terms of US cents (one 
dollar equals 100 cents) during 1974-77. 

It can be observed from the table that 
several currencies appreciated substantially 
in terms of the dollar during 1974-77. The 
appreciation in the value of the Swiss 
franc to the tune of 42.98 per cent bet¬ 
ween the annual average rate in 1974 and 
the monthly average rate in December 
1977 is perhaps the most striking case, 
fiyt impressive gains were also made by 
other currencies against the dollar during 
the same period: the Japanese yen appre. 
dated 20.96 per cent, the Dutch guilder 


15.26 per cent, the German mark 20.08 
per cent, the Belgian franc 15.15 per cent 
and the Austrian shilling 20.85 per cent. 
Correspondingly, several currencies have 
lost their values vis*a-vis the American 
dollar. Sri Lanka’s rupee slided 58.61 per 
cent, recording the largest depredation in 
relation to the dollar during the, four-year 
period. Other striking cases of weakening 
currencies are Mexican peso 44.93 per 
cent, the Portuguese escudo 37.34 per cent, 
the Spanish peseta 29.42 per cent, the 
Italian lira 25.74 percent, the South Afri¬ 
can rand 21.73 per cent, the Australian 
dollar 21.22 per cent and the British 
pound sterling 20.75 per cent. 

the main point 

The main point to be made here is that 
the American dollar has been losing its 
value in relation to the strong currencies 
of nations with large and expanding trade 
activity such as West Germany and Japan, 
who also happen to be the major competi¬ 
tors of the US in world markets. In con¬ 
tradistinction to this, the currencies against 
which the dollar has gained belong to 
countries which have been either experien¬ 
cing unusual political and social problems 
having economic overtones or are minor 
partners in world trade. 

In simple economic terms, a decline in 
the value of the dollar, especially under a 
scheme of flexible exchange rates, implies 
a shortfall in world demand for the US 
dollar in relation to its supply. This situa¬ 
tion has a direct bearing on the balance 
of trade positions of trading nations. If the 
value of the American exports is less than 
the value of goods imported into America, 
the foreigners who have sold their pro¬ 
ducts in the US market have acquired 
command over dollars, the entire .stock of 
which cannot be offset by their purchases 
from the US. Then, there will be a surplus 
of dollars in foreign hands and, if they try 
to reduce the size of the surplus, a glut for 
dollars iu foreign exchange markka, pull- 
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TASUtl . . 

yawlp Ewfc t u e HUM of CSvraidoi—1974-77 

(Antaricaa contt per unit ^foreign cuimi^ 


Co^urtry/mureoK^ 

i 

1974 

1975 

1976 



1977 








Jttly 

Aug 

Sept 

Oct 

Nov 

Dec 

1, 

Alistralia/dollar 

143.89 

130.77 

122.15 1 

12.20 

110.47 

110.37 

111.90 

112.70 113.36 1 

2. 

Ansttia/ahilling 

5.3564 

5.7467 

5.5744 

6.1691 

6.0792 

6.0377 

6.1567 

6.2551 

6.4734 

3. 

Belgium/fraac 

2.5713 

2.7253 

2.5921 

2.8208 

2-8107 

2.7910 

2.8229 

2.8396 

2.9608 

4. 

Cbnada/dollar 

102.26 

98.30 

101.41 

94.230 

93.028 

93.168 

91.010 

90.145 

91.132 

3. 

Denqiark/krone 

16.442 

17.437 

16.546 

16-769 

16.590 

16.188 

16.359 

16.327 

16.833 

6. 

FSbIand/markka 

26.565 

27.285 

25.938 

24.902 

24.801 

23.977 

24.139 

23.986 

24.299 

7. 

France/franc 

20.805 

23.354 

20-942 

20.607 

20.415 

20.314 

20.574 

20.614 

20-844 

8. W.Oennany/deutscbe mark 38.723 

40.729 

39.737 

43.827 

43.168 

43.034 

43.904 

44.633 

47.499 

9. 

liidia/rupee 

12.460 

11.926 

11.148 

11.342 

11.465 

11.450 

11.605 

11.576 

11-712 

10- 

Ireland/pound 

234.03 

222.16 

180-48 

172.26 

173.97 

174.31 

177.11 

181-78 

185.46 

II. 

Italy/lira 

.15372 

.15328 

.12044 

.11330 

.11332 

.11318 

.11353 

.11388 

.11416 

13 

fapan/yen 

.34302 

.33705 

.33741 

.37756 

. 37499 

.37486 

•39263 

.40872 

.41491 1 

13. 

Malaysia/ringgit 

41.682 

41.753 

39.340 

40.443 

40.131 

40-600 

41.088 

41.910 

42.201 ’ 

14. 

Mexico/peso 

8.0000 

8-0000 

6.9161 

4.3528 

4.3629 

4-3776 

4-4069 

4.4096 

4.4059 1 

IS. 

Netherlands/guilder 

37.267 

39.632 

37.846 

40.983 

40.831 

40.604 

41.048 

41.366 

42.955 ] 

16. 

Mew Zealand/dollar 

140.02 

121.16 

99.115 

97.160 

96.826 

96.812 

98.152 

99.392 

100.59 

17. 

Norway/krone 

18.119 

19.180 

18.327 

19.023 

18.863 

18.226 

18.232 

18.328 

19.056 

18. 

Portugal/escudo 

3.9506 

3-9286 

3.3159 

2.5953 

2.5678 

2.4606 

2-4601 

2.4575 

2.4755 

19- 

South Afric^rand 

146.98 

136-47 

114-85 

114.98 

115.00 

115.00 

115.04 

115-04 

115.04 

20. 

Spain/peseta 

1.7337 

1.7424 

1.4958 

1.2382 

1.1804 

1.1824 

1.1902 

1.2060 

1.2237 , 

21- 

Sri Lanka/rupee 

14-978 

14.385 

11.908 

13.700 

13.721 

12.301 

11.618 

8.7721 

6.2000 

22- 

Sweden/krona 

22.563 

24.141 

22.957 

22.991 

22.472 

20.602 

20-846 

20.848 

21.44 

23. 

Switzerland/franc 

33-688 

38.743 ' 

40.013 

41-487 

41.523 

42.115 

43.909 

45.507 

48.168 

24. 

United Kingdom/pound 234.03 

222.16 

180.48 

172.26 

173.97 

174.31 

177-11 

181.78 

185-46 

Note: 

Averages of certified noon buying rates in New York for cable transfers. 







Source- Board of Governors of the Federal Reserve System, Federal Reserve Rulletln; Vol 64; No 1; 

January 1978; P A 68. 





Table II 








Balance of Trade for Selected Countries 197i-77'|'—Annual and Quarterly* 

($ billion) 

Period USA** 

France W. Germany 

Italy 

Netherlands 

United Kingdom£ 

Japan 

Canadaf 

1971 

— 4.8 

0.8 

4.6 

—0.9 

- 

-1.0 

0.6 


4.3 

2.1 

1972 

— 9-7 

1-3 

6-3 

—0.8 

—0« 2 

—1.7 


5.1 

l.S 

1973 

— 2.4 

1.6 

12.7 

—5.6 


0-1 

—5.7 


—1.4 

2.1 

1974 

—10.1 

-3.3 

19.7 

—10-6 


0.0 

—12.2 


—6.6 

0-8 

1975 

3.7 

1.3 

15.3 

-3.6 


0.3 

—7.1 


-2.1 

—1.4 

1976 

—14.8 

2 

13.8 

—6.5 


0.7 

—6.5 


2.4 

0-7 

1975: I — 0.4 

1.8 

19.1 

—3.6 

— 

-1.7 

—8.2 


0.3 

1.8 


II 6.3 

4-5 

16-5 

—2.1 

— 

-0.7 

—6.3 


0.3 

—1.7 


III 5.0 

1-9 

13.3’ 

—2.8 

— 

-0.6 

—8.5 


4.4 

-1.7 


IV 4.4 

—2.4 

12.4 

—5.7 

—0.2 

—5.6 


—3.0 

•~0, B 

1976: I —10.0 

—1.7 

13.7 

—7.3 


0.4 

—4-3 


2.4 

•~0,6 


II —10.1 

—1.0 

12.9 

—6.2 

—2.5 

—6.6 


3.6 

0.5 


III —18.9 

—6.1 

13.8 

—5.0 

•“0.6 

—8.1 


0.8 

2.2 


IV —19.2 

—7.9 

14.0 

—7.1 

— 

-1.6 

—6*5 


1.7 

0.4 

1977: I —33.3 

-4.1 

15-3 

—6-5 

—2.7 

—6.6 


7*2 

2.7 


II —36.6 

—2.6 

17-0 

—2.3 

—3.4 

—5.6 


8.8 

0.4 

-- 

m —3.69 

-1*8 

14.6 




0.1 


10.0 

2-0 


•SMMiwOy a^$t«d aaniMl ntM. fBiiporU in r.o.b.aiid imports in e.i.f. unins otherwise statod. ** Baporlt f.a.t. (fKiiht aioncside ah^). 
iForUKandumadaimporHf.o.b. > 

Sonse: US D^rtment of Commerce, international Eamomic Indicatarsi Vol III; No. 4; December 1977; P. 46. 
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ng down the worth of the dollar vis<8>vis 
>ther currencies and gold, Although the 
'eal world of international currency tran« 
unctions involves several complexities 
. aot included in the above presentation, it 
ihould be essentially operative. In other 
words, barring short-period disequilibria 
resulting from psychological or institution* 
al factors, the long-run decline in the 
value of dollar could have been brought 
only by a persistent deficit in the American 
balance of trade. 

For most part of the seventies, the US 
has experienced substantial deficits in its 
balance of trade. Moreover, the magni¬ 
tude of the deficits has shown precipitous 
increase during this period. (Table II). 
The total size of the deficit in 1971 was 
only S 4 8 billion. It rose to almost SIS 
billion in 1976. The deficit estimated for 
1977 is well over S30 billion and the 
forecast for 1978 is around $40 billion. 
Thus, during the seven years between 
1971 and 1977 the American trade deficits 
experienced a seven-fold increase. 

accumulating surpluses 

The situation in other industrialised 
countries has been substantially dilTcrcnt. 
West Gi.Tm.iny has bem accumulating 
sizeable trade surpluses reaching the $1S 
billion mark in 1977, which represents a 
300 per cent increas.- in surpluses over the 
1971 surplus of $4 6 billion. Japan, the 
other niaji r competitor of the United 
Stall $, was confronted with small deficits 
following the oil price hikes of the early 
seventies. But, since 197S, Japan's balance 
of trade has shown an enormous recovery 
and it is estimated that it will show a sur¬ 
plus of over $10 billion in 1977. The 
balance of trade positions of France, 
Italy, Netherlands, and Canada arc quite 
safe, in the sense that their short-run defi¬ 
cits and surpluses seem to offset each 
other. Even Britain, which accumulated 
substamial deficits in the mid-seventies, 
appears to have subsequently stabilised 
and possibly improved its export perfor¬ 
mance. 

i The weakening of the dollar is only 
'a noticeable symptom of a continuing 
economic malady of the United Stales, 
viz., growing balance of trade deficits. 
Recent efforts by the central banks of the 


Unitilll States, W. Genaai^y and Japan to 
“supj^” tbe dollar Iqr Intervention in 
the SkRign exchange outiBBte can at best 
prodnoe only temporary results. These 
actions, however, entail .a realisation that 
the American dollar is not strong enough 
to ‘^ttieanly float” in the world market. 
The real solution to the dollar’s decline 
lies in detecting the underlying causes for 
trade, deficits and applying remedial 
measures. 

Several reasons have been attributed to 
the mounting deficits in American balance 
of trade. The most frequently heard fac. 
tors are tbe high rate of growth of US 
economy, large oil impoit bills and infla¬ 
tion. 

Since the oil embargo and consequent 
recession, policy makers in the United 
States have been anxious to ensure a fast 
pace of economic recovery. Therefore, the 
American economy has been having a 
more robust recovery than tbe rest of the 
industrialised world. In 1976, for example, 
the United States was the only industria¬ 
lised country whose real ONP grew at a 
rate faster than the long-term average rate 
af growth.* From the available evidence 
one can easily conclude that tbe American 
recovery has maintained this position in 
1977. Tbe brisker rate of economic expan¬ 
sion implies a correspondingly rapid 
growth in domestic demand for goods and 
services entailing encouragement of imports 
and curbing tbe potential for exports. But 
the government is reluctant to apply 


btakea on the overh^mg eeonmny fihr. 
Ihar pushing up the alreaily unaocept- 
able nneniployinent rates that have been 
buitiqg e^Rdally the minorities and uiban 
poor. The preoccupation of the policy 
makers in W. Germany and Japan, on the 
contrary, has been with inflation, making 
it appropriate for them to ileep rates of 
growth far below the potential rates. 
Naturally both turned a deaf ear to repea¬ 
led US suggestions that they should acce¬ 
lerate their economies in order to rectify 
the balance of trade disequilibrium. 

Undoubtedly, the preponderant factor 
behind the American trade gap is the 
quadrupling of petroleum product prices 
in this decade. All major commodity 
groups including agricultural products, 
fuel and manufactured goods had contri¬ 
buted toward the small US trade deficit 
in 1971. But in 1976 the picture was com¬ 
pletely different with surpluses in all mer¬ 
chandise categories except fuels, thanks to 
the higher cost of imported oil.* Other 
oil importing countries too were placed 
in very uncomfortable positions by the 
pricing policies of the OPEC. All of them, 
however, adopted severe domestic pro¬ 
grammes curbing the consumption of 
petroleum and keeping the oil import cost 
under control. But the American response 
to the energy crisis was irrational and out 
of step with the rest of the world. Neither 
the Nixon administration nor the Ford 
administration was willing to take the 
high political risks involved in pushing an 
unpopular, albeit necessary, energy pro- 


Stabllising tha Dollar 

Despite the official US-German Joiot statement made on March 13 reafflrmina that the two 
governments would continue to take forceful action **to counter disorderly conditions in exchange 
markets*’ and the doubling of the swap line between Bundesbank and the US Pederal Reserve 
System* bringing the total of such swap lines between the Federal Reserve and 14 central banks 
and the Bank for International Settlements to 122,160 million, the US currency has continued to 
lose ground In foreign exchanges. 

The US Commerce department’s disclosure on March 21 that the US trade deficit had set 
a new record of 14.52 billion In February gave a severe Jolt to the hope of the Carter administra¬ 
tion that the trade deficit wonfll contract gradually this year. For the first two months in this year 
the US trade account has been fat the range of 16.89 billion as against 14.29 billion in the same 
period of last year, over tbe entire 12 months of which the US economy had toted up an aggregate 
deficit of the order of 126.5 billion. Following this adverse news, the dollar suffered heavy 
selling, until Bundesbank’s Intervention but Its post-Smithsonian depreciation nevertheless widsned 
on April 3,6.50 per cent In terms of major currencies. Simultaneously, with the Bank of Japan 
keeping off the markets, the US dollar dropped below the Y 220-mark for the first time since the 
war. It tonclied Y 218.15 before dosing slightly stronger at Y 218.20. Hdsmeant that the Yen 
had appreciated by 10 per cent In terms of the US dollar since the start of 1978. 
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T1# eneiyy pc^kar pack«ge by 
presifeot Carter to the Conipress (at 
legis^ve aetton has been langnjshtng 
on dftpitol Hill for almost a year with 
flo q^ainty regarding its fiitnre. Lob* 
bies of big oil and auto industries are 
more powerfii] than ever and the fear of 
the political unpopularity of rising Aiel 
costs still troubles the legislators. Conse¬ 
quently,, tbqre is no abatement of the 
swdling eosits of oil imports (Table Ill). 
The value of imported oil in 1976 was 
$34,2 billion as against $3.6 billion in 
1971. This exceeds the oil imports of any 
other country. The energy conservation 
programmes of the other industrialised 
nations are indeed highly correlated with 
their trouble-free balance of trade posi¬ 
tions. 

American competitiveness in interna- 


tumai marlcets has been geiioasly curtail¬ 
ed by the high rates ciriaflation in the 
domestic ecmioffly. Tha pteCent inflation¬ 
ary pressures have their roots in the pro- 
lifferatien of dollars to linaace the war in 
Vietnam and social needs at home and 
tl» efforts to guarantee a complete re. 
covery from the recent economic reces¬ 
sion. In 1975-76, most of the West had 
higher rates of inflation than the United 
States (Table IV). But all of them have 
been able to check the inflationary pres¬ 
sures subsequently, leaving the United 
States with an inflation rate higher than 
most of the industrialised world by mid- 
1977. The predictions of an annual infla¬ 
tion rate of 6 to 6.5 pit cent for 1978 
shows that the trend is not going to be 
altered in the near future. The erosion of 
the value of the dollar at home due to 
inflation was bound to curb the dollar’s 
purchasing power abroad. 

Some effects of the weakening dollar in 


the domestic front are already obvious. 
American exports are priced cheaply in 
the foreign markets, thus suggesting a 
possibility of increasing export potential. 
Foreign goods are costiier in the US 
market, although this has not yet resulted 
in a substantial fall in the competitiveness 
of foreigners. The higher costs of imports, 
on the other hand, has begun to influ¬ 
ence the cost structure of the American 
economy by adding to the uncomfortably 
high wage and price inflation. 

On the international front, there are 
potentially more dangerous implications. 
The secretariat of the OPEC has been 
asserting that its members are losing bet¬ 
ween $10 billion and $20 billion a year in 
purchasing power on account of the 
declining value of the dollars they earn*. 
The dollar is used to price the oil exported 
by the 13 member organisation and they 
receive most of the payments in dollars. 
In response to the persistent weakness of 


Table III 

Imports of Petrolouffl by Industrialised Countries—Annual and Quarterly 


Period 

United 


West 



United 




States* 

France 

Germany 

Italy 

Netherlands 

Kingdom 

Japan 

Canada 


Transaction 


. 


($ billion) 





Value f.a.s. 

c.i.f. 

c.i.f. 

c.i.f. 

c.i.f. 

c.i.f. 

C.i.f. 

f.o.b. 

I960 

1.5 

0.7 

0.7 

0.5 

0.5 

1.4 

0.1 

0.4 

1969 

2.6 

1.6 

2.0 

1.6 

0.9 

2.1 

2.3 

0.6 

1970 

2.8 

1.9 

2.3 

1.9 

1.3 

2.2 

2.8 

0.6 

1971 

3.6 

2.4 

3.2 

2.4 

1.8 

2.9 

3.6 

0.7 

1972 

4.6 

3.0 

3.3 

2.6 

2.1 

2.9 

4.5 

0.9 

1973 

8.1 

3.9 

5.7 

3.6 

3.0 

4.1 

6.7 

1.2 

1974 

26.1 

10.8 

12.5 

10.4 

5.6 

10.6 

21.1 

. 3.1 

1975 

26.6 

11.0 

11.8 

9.3 

5.8 

9.3 

21.0 

3.5 

1976 

34.2 

13.3 

14.0 

10.2 

7.3* 

10.0 

23.3 

3.5 

1975:1 

6.9 

2.9 

2.6 

2.1 

1.4 

2.5 

5.3 

I.O 

11 

5.8 

2.7 

3.0 

2.1 

1.4 

2.3 

4.9 

1.0 

111 

7.0 . 

2.5 

3.0 

2.3 

1.5 

2.1 

5.1 

0.8 

IV 

7.0 

3.0 

3.3 

2.8 

1.5 

2.3 

5.8 

0.7 

1976:I 

7.9 

3.3 

. 3.1 

2.2 

1.7 

2.7 

5.6 

1.0 

II 

7.8 

3.0 

3.3 

2.6 

1.9 

2.4 

5.7 

1.0 

III 

9.1 

3.3 

3.8 

2.5 

1.7 

2.4 

5.9 

0.8 

IV 

9.3 

3,6 

3.7 

2.8 

2.0 

2.4 

6.1 

0.7 

1977: I 

11.5 

3.6 

3.5 

2.6 

2.4 

2.4 

6.6 

0.8 

II 

11.3 


3.6 



2.3 

6.1 

0.8 

III 

11.0 








IV 










*Iacliidw crude petroleum imports into the Virgla Islands, most of which are refined and sent to the United States^ but are not in US 
import statbUcs because the Virgin Isumds are not part of the US customs area, and US trade with this (or any other) possession is not included in 
US fcwelgn tfEde date. 

Sonrne: US Department of Commerce, tHtematlonai Eammric liuBc^ora; Vol. HI; No. 4; December 1977; P. 62 


aMMBM toammn 


793 


AWL 21,197t 








the dollar new pressures have been build* 
ing within the OPEC for a switch to a 
new mechanism or currency for pricing 
oil or, alternatively, for an increase in 
the dollar price to compensate the pro* 
ducers for losses in oil revenues.* 

Search for a different accounting mech* 
anism that will guarantee stability to the 
oil income of OPEC nations is no 
means new. A few years ago OPEC had 
agreed to substitute a basket or group of 
currencies for the dollar for oil pricing, 
but the scheme was never implemented. 
The OPEC had given specific considera* 
tion to the feasibility of denominating oil 
prices in terms of the International 
Monetary Fund’s Special Drawing Rights 
(SDRs). Although the SDR was created 
in the sixties primarily to augment the 
critical supplies of international reserves, 
there is no reason why it canont be used 
as a unit of measurement in international 
transactions. In fact, the basket method 


mid by the IMF to determine the value 
o^the SDR makes it a perftetly feasible 
tt^ of account. Sfioce 1974 the daily 
of the SDR has been computed as 
a weighted average of the US dollar 
values of 16 currencies.* Naturally, the 
vakie of the SDR in terms of any one 
currency fluctuates less than the exchange 
ratm b^ween currencies. The SDRs, 
however, cannot be used as a means of 
payment because of their very limited 
supply and the constraint that only gov. 
emments and central banks of the mem¬ 
ber nations of the IMF are authorised to 
deal in them.^ 

Other similar proposals have begun to 
draw the attention of experts in interna¬ 
tional financial relations. Recently the 
United Arab Emirates’ oil minister has 
suggested a new three part crude oil pric¬ 
ing system.* Under this plan, 70 per cent 
of the pricing mechanism would be based 
on the US dollar, the German mark, the 


Mtidi pmmd, . the French franc, the 
Japanese yen and the Canadian tloltsr. 
The second part, wnyhted 20 per.pent 
would be based on a teslcet of stronger 
midea^ currencies inclu^g Saudi riyal 
The remaining 10 per cent will be based 
on gold. 

An OPEC action on altering the oil 
pricing mechanism is not immment, but 
if the dollar continues to slide, it will 
eventually increase the number of OPEC 
members who are willing to abandon the 
dollar and precipitate a decisive action. 
Kuwait, claiming that its revenue loss due 
to dollar depreciation is $1 million a day, 
has become the leader of a growing alar- 
mist group within OPEC. Qatar has 
changed its position on oil pricing since 
the Caracas meeting'of OPEC. Early in 
March the Oil minister of Qatar joined 
the Kuwaities and called for the replace, 
ment of the US dollar in oil pricing. The 
new three part pricing proposal by the 


I 


v,, 


U.S. export prices relative 
to foreign export prices 

(All prices converted to dollars,1973-100) 



Dec ‘7fl Nev 77 Feb ^Bj 


Purebasing-Powsr Parhy Theory and the Dollar 


According to the purebniing-power parity 
(PPP) theory, exchange rates tend to move with 
changes in relative domestic price levels. If prices 
in country A increase by 10 per cent relative to 
prices In country B, the pike of country B*s 
currency in terms of country A*8 currency will 
also Increase by 10 per cent Pointing out the 
weaknesses of this theory Is a standard classroom 
exercise for students of international finance. 
Suffice it to say that foreign exchange bsupplied 
and demanded for many other reasons than the 
International exchange of goods and services. 
Dollars and other currencies are also desired as 
assets,^ and shifts in portfolio demand for one 
currency as opposed to another help explain why 
exchange rates and prices need not track closely 
in the short run. 

Over the longer run, however, the purchasing- 
power parity theory does tend to work reason¬ 
ably well. Given the current debate between the 
foreign exchange markets and monetary aotho- 
rities over the appropriate value of the dollar, 
it Is interesting to examine what a purchasing- 
power parity theorist might conclude about the 
current structure of exchange rates. 

Unfortimately, It is nearly Impossible to agree 
on the best way to apply fik PPP argmnent 


The two key^problems are what period to use 
as a base and which price indexes to employ. 
For purposes of this examination the year 1973 
is taken as Che base. The US trade account 
was roughly in balance that year, and our 
current account showed its historic surplus. The 
question of price indexes is more difficult. The 
calculations represented by the accompanying 
chart are bared on unit-value export price 
Indexes for each of the countries involved. 
These numbers are treacherous, but so are the 
alternatives. 

Given these assumptions, the PPP theorist 
would argue that the dollar was overvalued 
against the three currencies examined in Decem¬ 
ber 1976. In each case the US export prices had 
increased more than foreign export prices 
(adjusted for exchange-rate changes) since the 
base period. Given the subsequent depreciation 
of the dollar against these currencies, this same 
theorist would conclude that at the end of 
February of this year the dollar was just about 
right with respect to the yen, but undervalued 
with respect to the DM and sterling. In short, 
PPP theory argues for a rebound of the dollar. 
The problem is that the theory doesn't say when* 

Courtesy : Chnse Intematfooal Ffaumce 
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tiw case erf* Venezuela, the. impact of 
Mlar depreciation is compound^ by a 
I^U in prodoctirm by an estimated 1.7 
nhlHioa barrels a day catling for cuts in 
1978 govetament. budgets by an equlva- 
lentof S46S million. Nevertheless, to com¬ 
pensate the losses, they prefer an upward 
revision of prices to an alternative pricing 
system. 1*116 African producers—Libya, 
Algeria and Nigeria—as well as Iraq, the 
radical member of OPEC, have been 
seeking a price boost to offset the erosion 
of the dollar’s purchasing power. 

In contrast, Saudi Arabia, which is the 
major producer In the OPEC, has been 
advocating a freeze on crude oil prices 
and the continued use of the dollar for 
oil pricing. Of coune, the Saudis would 
lose substantially from an abandonment 
of the dollar because of their huge dollar 
reserves the size of which has not been 
officially estimated in the US. Yet, there 
is growing apprehension that Saudi Arabia 
may change its crucial position if the 
Saudi efforts to purchase sixty FIS fighter 
planes in the US is frustrated. ' President 
Carter has recommended to the Congress 
the highly controversial sale of planes to 
Saudi Arabia in a package arms sale 
proposal that includes aircraft for Egypt 
and Israel.* 

The recent sluggishness in demand for 


an4 a.projected jbU iMnstlieone 
hand and Americaa aamraaom on fiituie 
govermnent action to. stabilise the dollar’s 
worm on the other brought about a 
diange in the traditional stance of Iran 
when it supported the Saudi proposal for 
a price freeze for 1978. Iran’s falling oil 
production and revenue losses could 
prompt some future rethinking on this 
subject. Moreover, the slide of the dollar 
against the German mark has been an 
additional source of worry for Iran 
because of the large Iranian investments 
and business interests in West Germany. 

The crucial question is how long will 
the OPEC countries tolerate payments in 
weak dollars. If and when they respond 
to the dollar’s decline it would hurt the 
entire world economy, especially the 
small and developing nations. The initial 
actions of the OPEC in the early seventies 
generated dramatic dianges in the world 
economy, including changes in the relative 
values of various currencies, which in 
turn is now threatening to warrant new 
action by the OPEC and thus to complete 
the circle. 

Regardless of what the OPEC might 
do, some undesirable consequences of 
tlie dollar’s decline have already surfaced. 
The shrinking dollar has been curtailing the 
profitability of exports of several countries 
such as W. Gemany and Japan, and as a 
result, a general slowdown in international 
growth rates isfeared. Protectionist policies 


are becoming more aoceptabte and inter- [ 
national economic itiations are experime- 
ing severe strains.** The Japanese, for 
example, resent what they believe to be >; 
an American attitude of encouragmg ^ 
violations of the rules of the game of 3 
“controlled floating” and thus prejudicing 
the inteinational monetary order. Many 
trading partners of the US hold that the 
abandoning of the dollar to market forces 
is an “American version of exporting 
unemployment’’ and if other countries 
follow this example, there will be chaotic 
conditions on the international scene.** 
The Americans, they argue, with a small 
contribution of exports to GNP (7 per 
cent in 1976) do not seem to realise the | 
extent to which smaller countries depend I 
on export trade. The Federal Republic | 
of Germany, for example, has an export I 
sector contributing 23 per cent of its | 
GNP. All of them agree that the United I 
States consumes too much energy at too | 
low prices and that, until serious steps 
are taken to conserve energy, American 
trade deficits and the shakiness of the | 
dollar will continue. i 

ri 

On their part, the US oflScials are irritat- i 
ed by the failure of surplus nations, especi- f; 
ally Japan, to take effective measures to | 
reduce their trade surpluses. The concern I 
of these countries is primarily due to the } 
fear that American competitiveness will; 
catch up with theirs if the dollar is | 
depreciated further and eventually lessen 
their trade surpluses with the United ' 


Table IV 

Rates of Changes In Wholesale Prices for Indnstrlaiisad NgtionS’-AII Commodities 

Annual percentage changes Quarterly percentage changes 


I 

s 

i'. 

? 

1 


Country 





1976 

IV/76 


1977 * 

.. 1 


1973-74 

1974-73 

1975-76 

II-III 

III-IV 

l/T* 

MI 

II-III* I 

United States 

18.9 

9.2 

4.6 

1.2 

0.9 

2.2 

2.5 

0.1 1 

France 

23.6 

1.0 

10-3 

3.8 

2.2 

1.4 

1.6 

i 

Germany, West 

14.9 

7.0 

5.4 

0.4 

—0.4 

0.4 

0.4 

- 1.3 i 

Italy 

40.8 

8.6 

22.9 

' 3.4 

6.6 

4.3 

1.7 

1 

Netherlands 

14.0 

6.9 

15.8 

—1.9 

—0.8 



^.5 1 

Japan' 

31.3 

3.0 

5.5 

1.9 

0.8 

0.4 

0.1 

Canada 

22.4 

6.5 

4.3 

0.2 

0.7 

4-9 

3.1 

0.5 § 


*Peicetitage for Osnsds is based on tWcMnonth aversne. * I 

Source: US DepartmoBt of Commerce, Intemathnal Economic bidicators’, Vol. Ill; No 4; December 1977; P. 23 | 
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States, it is not difficuit to see the inccHi. 
sistency in their argument which, on the 
one hand, suggests that the United States 
. should stabilise the value of the dollar 
.and, on the other, lehises to let their 
trade surpluses be curtailed. This may 
. become a prelude to further deterioration 
in economic cooperation among indus¬ 
trialised nations. ^ 

There is an increasing awareness of the 
'fact that the American dollar is still the 
most important currency in the world and 
that confidence in the dollar is imperative 
if the present international monetary 
order is to survive. It is also becoming 
clear that the dollar's depreciation alone 
will not eliminate the trade deficits of the 
United States, thereby rendering inefiTective 
the policies of “cleanly floating" as well 
as “controlled floating”.** Obviously 
other remedial measures are required to 
revive the confidence of the market in 
the dollar. The role of US domestic 
policies is paramount in saving the dollar. 
The government has already shown some 
changes in its thinking. The basic thrust 
of the policy is now shifting towards the 


actii§’ encouragement of exports as a 
men^ of htdding down Itade defied, 
ratlN| than waiting fbi' ^ curienciy 
exchaiife rates to wotkthtngs ont. The 
Feddia Reserve Board ts exerting relent- 
iess idessure on the' administration to 
constwe energy and combat inflation. 
Government economists an preparing an 
anti-inflation programme which may 
become effective some time in the second 
quarter of 1978. 

There are also indicatbns that, if 
the Congress fails to produce an energy 
legislation soon, some ‘•executive action" 
might be forthcoming to impose either 
import fees, possibly to the tune of 16 
per barrel of imported oil, or import 
quotas on crude oil imports. Although 
such a step would be inflationary, it 
is amply justified in terms of the 
long-term interests of the economy. 
However, details of the projected 
American policies to encourage exports, 
check inflation and conserve energy are 
not yet available. 

Only increased international coopera¬ 
tion can bring about a genuine stability 


of the doBax and emsare coatinuiQr in 
die iatamatioiiat economy. Hie watih'; 
ness ^ die deilar lmsidnady 
niationsi among ihdustriaHsed oountr^ 
A nedit*ineeting of the Econcmiio Plao- 
ning Committee of the 24 nation Organiut- 
tion for Economic Cooperation and 
Development (OECD; could , not agree 
upon any specific plan to tackle the dete¬ 
riorating situation. Therefore, the burden 
on the OECD ministerial level meeting in 
June and the proposed OECD economic 
summit in July is indeed vexatious. Dis¬ 
contentment is simmering among OPEC 
members about the plight of the dollar, 
but this time it will be hard for thOm to 
come up with an agreeable formula to 
oflfeet their revenue tosses. The variations 
in the destinations of their exports, the 
natureand size of foreign currency reserves, 
and the geographical distribution of foreign 
business relations have already crystallised 
divergences in their interests with respect 
to action on the dollar pricing of pet¬ 
roleum. All these strident disenchantment 
and manifest selfishness among nations 
are the products of an ailing dollar; and 
the recovery of the dollar warrants just 
the opposite—a spirit of conciliation. 


POUAK 

i 


several acts of compromises and overall 
cooperation among nations. 
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Iltt fliial flo diMlbt, 

ha« |leeidec( on who should fill 
whk^ offiicef This is no, weakness in 
hime^Kieially as oven lesser men— 
inclining us, the journalist folk—share 
in it>' Speaking in Ahmedabad the otlwr 
day, the prime minister reportedly said 
that experts should not be allotted impor¬ 
tant portfolios, including Finance, if eco¬ 
nomic progress were to be made. Mr 
Desai, as he himself has it, is no economic 
expert, Mr Desai—again, according to 
him—is ^e best Finance minister this 
country has had. But, then, where do we 
go from here? More specifically, is it 
the lease that Mr H.M. Patel is no econo¬ 
mic expert? Or, could it be that the 
priipe minister now thinks that he made 
a mistake when he gave the Finance port¬ 
folio to one who is an economic expert? 
It is possible, of course, that Mr Desai, 
who is about as good at light-hearted 
banter, as an elephant may be at execut¬ 
ing a Kathak number, was merely trying 
to be amusing. But, then, disillusion¬ 
ment with the performance of Mr Patel 
at the Finance ministry is so real and 
extensive in the country that more mean¬ 
ing might be read in Mr Desai's remark 
than he might perhaps have intended. 

Talking of the Finance ministry, I must 
warn my readers that a budget speech 
seldom tells the whole story. It is 
always necessary to read the fine print of 
the tax laws. For instance, the CDS 
(Income-tax Payers) Act, 1974, lays down 
that compulsory deposits shall carry sim¬ 
ple interest at a rate equal to the “bank 
deposit rate", meaning the highest of the 
maximum rates at which interest may be 
paid on different classes of deposits by 
different classes of scheduled banks in 
accordance with the directions given by 
the Reserve Bank from time to time. 
Those income-tax payers paying com¬ 
pulsory deposits, who might have naively 
assumed that they were entitled to a rate 
of 10 per centfbr the duration of the. 


deposits, ^ould have htd'ashock in the 
week following April l^Ps - Day this 
year. Thafilcs to the recent lowering of 
interest rates on certain dasses of bank 
^deposits, the rate of interest applicable to 
the compulsory deposits made by income- 
tax payers has come down to nine per 
cent with effect from March 1, 1978. 

Mr Y. B. Chavan has 

acted many parts' during his long public 
life and his latest role is the acting presi¬ 
dentship of the Swaran Congress during 
the period Mr Swaran Singh is on 
leave of absence, visiting friends and 
relatives in foreign countries. Beggars 
cannot be choosers and, having just lost 
the position, along with the perquisites 
and privileges, of the official leader 
of the opposition in Lok Sabha. Mr 
Chavan obviously has to take whatever 
comes his way. His problem is that 
nothing much seems to be coming his 
way, at least for the present. It has 
been reported that, although the Indira 
Congress could do with all the defectors 
it can borrow or steal, it will not allow 
Mr Chavan and Df Karan Singh to work 
their way into its fold even as penitents. 
Under ^happier circumstances this 
ostracism would have been a compliment 
to these two worthies, but now it only 
emphasizes their political inconsequence. 

The Indira Congress has now become 
the main opposition in Lok Sabha 
and has thus established its precedence 
over the rival Congress in both houses. It 
is, however, still very much in its waxing 
phase. Party politics are in a state of flux 
and it is clear that only an artiiiciai stabi¬ 
lity could be brought about by hindering 
the processes of ferment in working them¬ 
selves out. It seems to me, therefore, 
that, however much one may deplore 
defection as a feature of the party system 
of government, it may not be wise to 
legislate against it in the special circum¬ 
stances now prevailing. Political stability 
cannot be established by law even under 
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favourable circumstances. Right now the 
tensions are so close to the surface that it 
is jus^ not statesmanship to try to bottle 
them up by passing an act of parliament. 
On the contrary, for the sake of the 
democratic process itself, it is best to 
allow the regrouping of political parties 
so that, the power structure is rid of its 
ambiguity and artificiality. It is just too 
bad that this kind of development might 
favour the Indira Congress in the matter 
of further recruits, especially if the Janata 
parly continues to mismanage its affairs 
in UP. But the ruling party may also 
reap some benefit, if only because a sharp 
shake-up might rc-assemble It into a 
somewhat more cohesive political force. 

The new official leader 

of the opposition in Lok Sabha, Mr C. • 
M. Stephen, is tailor-made for the job. 
He is anicula*^e and aggressive, unafraid 
to strike as well as willing to wound. A 
fellow journalist (who, like most journa¬ 
lists. has a low opinion of his fellowmcnj, 
claiming to close knowledge of Mr 
Stephen as a fellow-Keralite, tells me 
that Mrs Gandhi’s chief spokesman in 
Lok Sabha is a slick operator. B.it I have 
a feeling that Mrs Gandhi need not 
worry for the time being about Mr 
Stephen's continuing loyalty. Currently, 
at any rate, feelings are running high in 
some sections of the Janata party against 
the entry of Congressmen identified too 
closely with Mrs Gandhi. In any case, 
Mr Stephen cannot hope for ministership 
even if he is admitted into the ruling 
party, whereas, as the leader of the 
opposition, he could enjoy a minister’s 
emoluments, privileges and perquisites. 

Mr Stephen, of course, is a Christian, 
but I do not think that this has anything 
to do with Mrs Gandhi choosing him to 
lead her party in Lok Sabha. Unfortuna¬ 
tely this cannot be said of the considera¬ 
tions which have reportedly weighed with 
the prime minister in picking some of the 
persons who are being given the nomina¬ 
ted membership of Rajya Sabha. Mr 
Morarji Desai, it appears, thinks it neces¬ 
sary and proper to give representation to 
minority communities in this case, 
although this does not seem to be a 
jprinciple recognised for this particu¬ 
lar purpose. However this matter is 
too trivial to 
be debated at 
length. 
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TRADE 

WINDS 


Blaiikst Exchange 
Parmits 

In oRDBR to encourage smaller 
exporters to avail of blanket 
permit facilities for travel 
abroad on export promotion 
grounds, the Reserve Bank has 
reduced the current minimum 
annual export turnover limits 
-for issue of blanket exchange 
permits from Rs 15 lakhs to 
Rs to lakhs for 'Select List' 
goods (i.e. non-traditional 
goods) and from Rs 75 lakhs 
to Rs 50 lakhs for other goods. 
Construction companies and 
firms will be eligible to obtain 
blanket exchange facility if 
their net annual foreign ex¬ 
change repatriation from 
overseas contracts is not less 
than Rs 10 lakhs. The Reserve 
Bank has also raised the mini¬ 
mum foreign exchange allot¬ 
ment to exporters under the 
Blanket Permit Scheme from 
Rs 40,000 to Rs 75,000. 

Joint Sector Projects 
in MP 

Collaboration agreements for 
three out of six joint sector 
projects recently approved by 
the Madhya Pradesh govern¬ 
ment were signed in New 
Delhi recently. The total 
estimated cost of these six pro¬ 
jects, which are the results of 
the state government's libera] 
industrial policy, is about 
Rs 18 crores. The agreements 
were signed on behalf of the 
MP State Industries Corpora¬ 
tion by its chairman and 
managing director, Mr M.K. 
Chaturvedi with P.N.B. 
Finance Ltd, New Delhi for 
calcium carbide and with 


Trivrai Engineering Works, 
New Delhi for sugar unit and 
alloy steel castings. 

The project for manufactur¬ 
ing of calcium carbide is 
estimated to cost about Rs 5 
crores and will be located in 
Panna district—a backward 
district of Madhya Pradesh. 
Calcium carbide is used for 
production of acetylene gas 
and many chemicals. The 
annual production capacity of 
the plant will be 15,000 tonnes 
and will provide employment 
to 750 persons. Its annual turn¬ 
over would be of about Rs 4 
crores. This plant will go a 
long way in meeting the 
increasing demand of calcium 
carbide in the country. 

Sugar Unit 

The sugar unit would be set 
up in Narsinghpur district in 
collaboration with the Triveni 
Engineering Works. This pro-, 
ject is estimated to cost about 
Rs 6.5 crores and will have the 
initial crushing capacity of 
1,250 tonnes of sugarcane 
per day which will be increased 
to 2,000 tonnes later on. It will 
create employment for 1,000 
persons in the district. 

The alloy steel casting pro¬ 
ject would be set up at Biias- 
pur in collaboration with 
Triveni Engineering Works. It 
will have an investment of over 
Rs 2 crores and will create 
jobs for 350 persons. The MP 
State Industries Corporation 
had recently signed in Bhppal 
collaboration agreements for 
two joint sector projects. One 
of the projects is for the manu¬ 
facture of malathion technical 


L pesticide and tM other for 
manufacture of 
pyiene film. Both prorects will 
be located at Vidisha and wtU 
be in collaboration witfi the 
United Builders Construction 
(India) Pvt Ltd, New Delhi. 

Comfflodity loan from 
Wost Gormooy 

India will get a commodity 
loan ofRs 28 crores (DM70 
million) from Federal Republic 
of Germany for the year 
1978-79. An agreement to this 
effect was signed recently by 
Dr Dirk Oncken, the Ambas¬ 
sador of the FRO, and Dr 
Manmohan Singh, secretary, 
department of Economic 
Affairs, on behalf of their res¬ 
pective governments. The loan 
will be used principally for the 
imports of industrial equip¬ 
ment, spare parts and acces¬ 
sories as also other semi¬ 
manufactures required by the 
Indian industry. This loan 
carries an inlerest rate of 0.75 
per cent and a grant element of 
83 per cent. It will have a 
maturity of 50 years including 
a grace period of 10 years. This 
agreement for the commodity 
loan tranche for 1978-79, has 
been signed in advance of the 
inter-governmental negotiations 
between the two countries, 
scheduled to take place in 
June, 1978. This will ensure 
the speedier utilisation of funds 
under this tranche. 

Ralaxations in 'P' 

Form Rulas 

The Reserve Bank has made 
further relaxations in its ‘P’ 
form rules. These are as 
follows: (I) First cousin has 
been added to the list of 
approved relatives on whose 
hospitdity travellers from 
India will be permitted to 
trhvel abroad; (2) Under the 
fkiends hospitality scheme, the 
bank will grant passage dear, 
anee even if the travdlet has 


',ieedyed . a . . .th^ 

adt^. 

any eaxiW: ttftiuato ; ilie 
passage money was wqninfd 
to be remitted to iodiaihseu^ 
bankhig Ghaaneis; (3) Fertcna 
hitending to under^ stadte 
abroad against fiiiattt^ 
support extended by distant 
relatives or friends will also be 
given passage dearance; oojy 
students going abroad for 
higher studies cm the flnandal 
guarantee of their doserda' 
tives alwoad are granted T* 
form clearance at pieseol; (4) 
Persons proceeding abroad op 
the hospitality of dose relatives 
for short visits will be given 
‘P’ form clearance on the 
basis of affidavits sworn by 
them locally. The practice of 
calling for affidavits from 
overseas hosts has been dis¬ 
continued. The form of affidavit 
has been circulated to all air- 
liue/shipping companies and 
travel agents. Sponsorship 
declarations from overseas 
hosts will, however, continue 
to be accepted by the bank 
upto the end of June, 1978. 

IDA Credit for 
Karnataka 

The International Develop¬ 
ment Association (IDA), an 
affiliate of the World Bank, 
announced recently the appro¬ 
val of a credit of US$ 126 mil¬ 
lion to help finance construe- 
tion of irrigation works and 
command area development 
in Karnataka state. The ob¬ 
jective of theUSI 2t4,4 million 
project is to increase agricul- 
tural production, improve farm 
incomes, and to provide emp¬ 
loyment for small farmer! and 
landless labourers, within the 
three m^jor irrigation schemes, 
the Upper Krishna, the Mala* 
prabbaandthe Ohataprabha, 
presently under constrnetion in 
north eastern Kanati^ The 
project indudes the co^letimi 
of eonttruction of two. dami 
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.canrf^ .bfad 

and 

thelj^rovimii of atfmsltund 
sup|o(tiqgJerv^^ 

^ Aill developmeat in 2000, 
the project will hdp to iacter 
ase food production by 765,000 
tonKt aud other crops by 
230<000 tonnes per year. The 
valne of the increased produc¬ 
tion will be US$ 211 million a 
year. About 83,000 new flill- 
time jobs for on-farm work 
would be created. In addition, 
about 60,000non-farm employ- 
matt opportunities would 
generate. Net farm incomes 
on |he average are expected to 
trifne and reach an estimated 
USI 2,0113 per year for the 
median four hectare farm. The 
IDA credit to India is for 50 
years, including 10 years of 
grace. It is interest free, except 
for a service charge of 3/4 of 
one per cent to meet IDA’s 
administrative costs. 

DA in Cash 

Fioance minister, MrH.M. 
Patel announced in Lok Sabha 
on April 14, that the additional 
sixth instalment of dearness 
allowance should be pAid to 
the employees in cash. The 
representatives of the govern¬ 
ment staff had indicated that 
they would consider investment 
of a portion of the DA in 
National Development Bonds 
provided the government was 
agreeable to some major 
changes in the formula itself 
including increase in the per¬ 
centage of the neutralisation by 
half a per cent and merger of 
pay and DA upto 272 points 
at least for the purposes of 
calculating gratuity and retire¬ 
ment benefits. Government 
had expressed its inability to 
link up these broader issues. 
However, the entire question 
of wages and incomes js under 
the. governments considera¬ 
tion. Bi these circumstances 
ttift government has decided 


thge tlm aditidonol h^tabnent 
bf dearhese idlowaiice. should 
be paid to the employees in 
cadi. 

intssiitsS Rtirti 
OmloiNiieiit 

The Integrated Rural Deve¬ 
lopment programme was re- 
tfructured and made area- 
based with the objectives of: 
(a) growth and production: (b) 
benefits to the identified target 
groups in the ‘disadvantaged 
sections’ of the rural commu¬ 
nity; and (c) full employment 
within a certain time frame. 
According to the annual report 
for 1977-78 of the department 
of Rural Development, minis¬ 
try of Agriculture and Irriga¬ 
tion, the year under review 
also showed marked progress 
in involving the business and 
industrial/commercial houses 
in rural development work. 
The rural area was defined as 
illustrative rural development 
projects for consi^ration of 
the business houses. The 
chief objective was the socio- 


development of the 
na^ eommunity. A new pro- 
viakm in the Income Tax Act 
^ being made to enaUe ex¬ 
penditure on rural development 
to be deducted while comput¬ 
ing taxable income of a com¬ 
pany or a cooperative society. 

The new programme started 
doting the year were‘Desert 
Development’, ‘Rural Link 
Roads’ and ‘Food for Work’. 
Desert Development covers 
both hot and cold deserts for 
control and development of 
desert. The other two pro¬ 
grammes of Rural Link Roads 
and Food for Work had gene¬ 
rated consideraUe enthusiasm 
in the states. These are contri¬ 
buting significantly to the 
strengthening of the rural in¬ 
frastructure. The report adds 
that the department of Rural 
Development would discharge 
the nodal functions for rural 
development. The government 
recognising the important role 
of the three-tier system of 
Panchayati Raj, had set up a 
high powered committee under 


the chainnah^up of Mr 
Ashoka Mehta in December 
1977 to enquire into the work¬ 
ing of Panchayati Ri^ institu¬ 
tions and suggest various mea¬ 
sures to strengthen these. The 
committee is expected to emnp- 
lete its inquiry and submit its 
report within a period of six 
months. It may submit an 
interim report, if it considers 
necessary oris required to do 
so by the government. 

Indian Exhibitors in 
Gorman Fairs 

During the first three months 
of the current year as many as 
35 Indian exhibitors took part 
in seven German trade fairs. 
Most favoured was the Inter¬ 
national. Hardware Fair, 
Cologne, with 22 Indian exhibi¬ 
tors, followed by lOEDO, 
Duesseldorf, and Inhorgenta, 
Munich with four each. Dur¬ 
ing the full year 1977, 301 
Indian exhibitors took part in 
22 German trade fairs, then 
the International Men^s 
Fashion Week in Cologne (au- 
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tumn event) was ieadingwith 
50 Indian exhibitors. Ail the 
above mentioned fairs are re- 
preseqted in India by the Indo- 
German Chamber of Com¬ 
merce. 

IniiO'EEC Trade 

During 1976*77, for the first 
time in Indo-EEC trade rela¬ 
tions, India exported more to 
EEC than it bought from EEC. 
Indo-EEC trade closed with a 
trade surplus for India of the 
amount of Rs 377 crores. This 
favourable trade balance is the 
result of a 56 ^r cent increase 
in India’s exports to EEC dur¬ 
ing the year 1976-77 and a 
decrease of nine per cent re¬ 
garding Indian imports from 
EEC. The total Indo-EEC trade 
volume was, in 1976-77, of the 
amount of Rs 2,282 crores out 
of which Rs 1,330 crores ac¬ 
counts for Indian exports to 
EEC. 

EEC was in 1976-77 the main 
buyer of Indian goods, follow¬ 
ed by the USA and Japan. 

Frae Trade Zone Near 
Colombo 

Within the Greater Colombo 
Economic Commission's area 
of authority there will be de* 
marcated several investment 
promotion zones. The first 
such investment promotion 
zone will be sited at Katuna- 
yake, adjacent to Sri Lanka's 
international airport. This 
TPZ is approximately 600 acres 
in extent and is located appro¬ 
ximately 18 miles from the 
port ot Colombo. Sites in 
this IPZ will be allocated to 
investors on a 99 year lease 
basis on the payment of an 
initial premium plus an nomi¬ 
nal quit TvHt. 

The Greater Colombo Eco¬ 
nomic Commission would be 
providing adequate and 
modern infrastructure facili¬ 
ties in this area. These would 


include an cargo terminal, 
a container Marshalling yard 
for sea going|6pntauier8, rapid 
teiecommuniMtion system and 
special banking area. The 
air cargo terminal and the con¬ 
tainer marshldUng yard would 
be operated by the c6mmis« 
sioii. This investment pro¬ 
motion zone would be sup¬ 
plied with water, power and 
sophisticated telephone and 
telex services. The area of 
the IPZ would be situated in 
a highly developed and popu¬ 
lated area with road, rail and 
air communication in close 
proximity and first class hotels 
and housing accommodation 
within easy reach, investment 
incentives will be given on a 
graded scale. The tax in¬ 
centives will also be offered 
to licensed entcrprise.s within 
the area of authority. 

Women Entrepreneurs 
Meet 

A workshop oa self-emp¬ 
loyment amongst women has 
been organised together with 
the annual conference of the 
Women's Wing of National 
Alliance of ' Young Entre- 
preurs (NAYE) in collaboration 
with the Innerwheel Club of 
Delhi Central. The workshop 
will be held on April 25, 1978 
at Institution of Engineer's 
Hall, Bahadur Shah Zafar 
Marg, New Delhi. The con¬ 
ference will be inaugurated by 
Mrs Abba Maiti, minister of 
state for Industry. 


•aa4 * ^ober 1, in each year, 
the jfirst payment to be made on 
October 1,1978. The bonds have 
been purchased by tbe ceidrat 
banks and govenunent a^encies 
. of regional and non-regional 
members. The aggregate princi- 
pal amount of the bonds 
represents an increase of 
US$20 million over the ag¬ 
gregate principal amount of 
US$S0 million of ADB Two- 
Year Bonds of 1976, which 
matured on April 1, 1978. 

Fire Prevention for 
Rural Houses 

The Housing and Urban 
Development Corporation 
(HUDCO), in consultation with 
the Central Building Research 
Institute, is In the advanced 
stages of evolving an inexpen¬ 
sive material which would act 
as a fire retardant in rural 
houses. A basic characteristic 
of rural houses is that their 
walls and even roofs are pre¬ 
dominantly made of grass, 
reeds, bamboos, thatch or un¬ 
burnt bricks. As a conse¬ 
quence, the incidence of vil¬ 
lage fires is alarmingly high. 
And out of the 93 million hous¬ 
ing units in India, some 80 per 
cent are in rural areas which 
means that a vast majority of 
houses in the country are fire- 
prone. Since a conventional 
pacca wall or roof is out of 
reach of the poor people, 
HUDCO has been exploring 
the possibility of some lire re- 


tairdaiit ip roof 

wsfl iiMiterial. 
a ^eriee of meocinis witli 
pens of natioiial aad welimtary 
agencies )m been held. 

Madnrai-Coiamln 
Microwave Link 

A top-level delegatitm of 
telecommunicatiain engineen 
from Sri Lanka come to Nbw 
Delhi for final talks on the 
proposed wide band microwave 
system between India afid Sri 
Lanka for providing higher 
grade telephone circuits. The 
scheme which is expected to 
cost more thaif Rs 4 crores, 
will link Madnrai and Colombo 
via Rameswarara. The cen¬ 
tral government is financing 
for the link under the *Aid 
for Technical and Economic 
Co-operation with developing 
countries’. The work is expect¬ 
ed to be completed by the 
middle of next year. 

Mr C J. Scrasinghe, sec¬ 
retary, ministry of Communi¬ 
cations, Sri Lanka government 
was leading the Sri Lanka 
delegation for the talks. The 
government of India was 
represented by Mr J. A. Dave, 
secretary. Communications and 
Mr K.D. Vaidya, member, 
Telecom Development, P & T 
Board. The microwave system, 
with a capacity of 1,800 tele- 
phone channels will be instal- 
talled between Madurai and 
Colombo. The microwave 
towers will be supplied by the 


ADB Bonds 

The Asian Development 
Bank announced recently the 
sale of two-year bond totalling 
USS70 million to 26 of tbe 
bank's member countries. The 
bonds, known as “ADB Two- 
Year Bonds of 1978, due 
April I, 1980”, were sold at 
par. They bear interest at 
7.80 per cent per annum pay¬ 
able semi-aunnally on April 1 


DIRECTORATE OF PURCHASE AND STORES 
Corrigendum 

No. DPS:NAPP:PPED:FAB; 46. The Director has extended the 
last date for receipt and opening of tenders from 18-4-78 to 2*5-78 for 
Design, preparation of shop drawings, manufacture, inspection, shop test¬ 
ing, supply, guarantee and delivery to Narora Atomic Power Project Site, 
Narora of Moderator Heat Exchangers as per purchaser’s tender documents. 
Tender documents may be had @ Rs. 300/- from the Finance and Accounts 
Officer, Department of Atomic Energy, Directorate of Purchase and Stores. 
3rd floor. Mohatta Bldg., Palton Road, Bombay-4000D1. Other details 
remain same. 

davp645(27)/78 
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Tddom at Jiabidpat, 

TlM|»;«iq rnWomve 
meti, tiO!W Qa4ef atasufiu^iin 
at ^ IpdifU^ Teieplioiw lo- 
dusilks, Baafai^re, ia almost 
rea<^ and will be shipped for 
installatioa in Colambo. Botii 
the jinicrowave and multiplex* 
ing equipmmit, that will be 
fitted into the tele*link, are the 
most modem. 

The link hi Sri Lanka terri¬ 
tory will - cover a distance of 
398 km and will cost Re 2.56 
erores. The 167 km link 
between Madurai and Rames* 
waram will cost cost Rs 1.53 
crpres. Labour and other 
work charges for the installa¬ 
tion will be borne by the 
respective governments. Engi¬ 
neers from both the countries 
will carry out the final operat¬ 
ing tests at Colombo, Madurai 
and Rameswaram after the 
equipment is installed. There 
will be twelve microwave sta¬ 
tions in Sri Lanka territory 
and five on the Indian side. 

New Cement Plants 

The Industry minister, Mr 
George Fernandes, informed 
the Lok Sabh^ recently that 27 
cement plants—14 in the pub* 
lie sector and 13 in the private 
sector —would go into produc¬ 
tion during the next three years. 

The public sector plants 
would have a total capacity of 
six million tonnes and the pri¬ 
vate sector four million tonnes, 
he added. 

With the coming up of these 
plants and fuller utilisation of 
the capacities of the existing 
plants, he expected the cement 
position to ease considerably 
in the next two or three years. 

The present sliortage, Mr 
Fernandes stated was due to the 
failure to add to the installed 
capacity during the last two 
or three years. In 1976-77, the 
installed capacity in the cement 


was oidy 2|.67ininion 
tcmiiea whereas tiie country 
required ereatton of additional 
two million tonnes capacity. 
The same was the position in 
1977-78 aho. 

The Industry minister inform¬ 
ed the House that his ministry 
bad prepared a perspective 
plan for the next five to seven 
years to ensure proper growth 
of the industiy. Despite power 
shortage, Mr Fernandes said, 
100 per cent capacity utilisa¬ 
tion in the cement industry 
was achieved in March this 
year. ^ 

Export of Hand Tools 

With the objective of assess, 
ing the market potential for 
selected products in selected 
markets, the Trade Develop¬ 
ment Authority bad undertaken 
a market study for hand tools 
and hardware in Federal 
Republic of Germany, France, 
the UK and Canada, with the 
assistance of International 
Trade Centre, Geneva' and 
Swedish International Develop¬ 
ment Authority, Stockholm. 
The report broadly covers 
major findings and recommen¬ 
dations, export potential for 
selected products in each of 
the markets, covering packag¬ 
ing, channels of distributions, 
pricing and mark-ups, import 
duties, GSP and buyers pro¬ 
files etc. Copies of the report 
are available with this autho¬ 
rity for sale at Rs 13 (inclu¬ 
sive of Rs 3 for packing and 
forwarding) and may be pro¬ 
cured by remitting the amount 
by IPO/DD drawn in favour 
of the Secretary, Trade Devc- 
lopement Authority. 

Names in the News 

Mr N.C. ChMdhuri has 
taken over as the managing 
director of the Britannia Bis- 
cnit Co Ltd, from April I, 
1978. He is the first Indian 
managing direct of the com- 


pti^. Mr Chandhuri joined 
the Siitannia Biscuit Co Ltd, 
as assistant secretary in 1964. 



\w 




Mr N. C. Chaudhuri 


Readers’ Roundtable 


Effects of Interest 

Sir, Tbe views expressed by 
MrR. L. Khosla on *Effects 
of Interest-Tax Withdrawal’ 
under Readers’ Roundtable in 
your issue dated April 7, 1978 
do not appeal to me since 
he has not taken into account 
the complete scheme of the 
withdrawal of the interest tax 
levy and has unnecessarily criti¬ 
cised the budget proposals. 

Mr Khosla’s argument is 
that since the interest tax pay¬ 
able by a bank is allowed as a 
deduction while computing its 
total income for tax assess¬ 
ment purposes under the In¬ 
come Tax Act, 1961, the 
withdrawal of the interest 
tax levy (estimated to be 
Rs 108 crores) will amount to 
a rise in income tax collections 
for reasons of there being no 
deduction of interest tax charge 
etc., with respect thereto in 
computation of taxable income 
under the Income Tax Act. 
The tax revenue gain on this 
account may be estimated at 
more than Rs 60 crores (58 
per cent of Rs 108 crores). He 
complains that this aspect 


He was appointed company 
secretary in 1965, secretary and 
head of finance division in 
1968, finance director and 
secretary in 1969 and finance 
director and bead of seafoods 
division in 1975. 

] 

i 

The president has nominal- ^ 
ed Mr Pandurang Dharmagl ; 
Jadhav, Mrs Fathema Ismail, 
Mr Bhagwati Charan Varma 
and Dr Malcolm Sathianathan 
Adiseshiah as members of the 
Rajya Sabha. They will fill 
the seats of the four nominat¬ 
ed members qf the Rajya 
Sabha who retired on April 
2. 1978, on the expiration of 
their terms of office. 


Tax Withdrawal 

does not find any mention in 
the Finance minister's speech. 

Mr. Khosla has not taken 
into account the other aspect 
of the withdrawal of the inter¬ 
est tax levy. He does not seem 
to be aware of the fact that the 
commercial banks have to 
pass on the benefit resulting 
from the abolition of the seven 
per cent tax on interest income 
to their borrowers in the 
shape of a cut in the (ending 
rates on advances ranging from 
one per cent and 2j per cent. 

In view of the above, it is 
clear that the decrease in 
interest income on account of 
the decrease in lending rates 
will be more than the levy of 
the interest tax. Hence, con¬ 
trary to the claim of Mr. 
Khosla, there will be no rise 
in the income tax collections 
for reasons of there being no 
interest tax charge. On the 
other hand, there is a possibi¬ 
lity of decrease in income tax 
collections from this aspect. 

New Delhi Amarjit Singh 
April 14, 1978 
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Indian Overseas Bank 


Directors'Report. 1977 


1977 was yet another year of impressive growth for Indian Overseas 
Bank. We are happy to report that the budgetary goals set in respect of 
key parameters were hit and in many sectors surpassed. 

Prime indicators depicting the progress of the Bank arc : 



1973 

1974 

J975 

1976 

1977 

Growth 

1977 



(Rs. Crores) 



over 
1976 (%) 

Capital Sc Reserve 
, Funds 

2.55 

2.89 

5.04 

7.52 

9.74 

29.5 

Deposits and other 
accounts in India 
and abroad 

209.70 

249.26 

328.74 

469.53 

654.89 

39.5 

Advances in India 
and abroad 

137.37 

163.67 

224.18 

327.88 

422.91 

29.0 

Deposits in India* 

183.80 

222.50 

296.00 

408.9 

566,55 

38.5 

Advances in India 

122.20 

149.60 

203.90 

292.70 

359.62 

22.9 

Investments in India 

58.26 

75.99 

95.41 

130.51 

177.78 

36.2 

Net Profit 

0.66 

1.11 

1.63 

3.07 

3.61 

17.6 

No. of branches 

387 

433 

500 

576 

665 

15.5 


*i.e. aggregate deposit!: from the public 


Deposit Mobilisation : 

The Bank's deposits and other accounts in India and abroad regis¬ 
tered an all-time increase of Rs. 185.4 crores (or 391%) exceeding the 
budgeted goal of Rs. 165.5 crores. 

In India* aggregate deposits (exclusive of inter-bank and other lia¬ 
bilities not in the nature of deposits from the public) rose signihcantly by 
Rs. 157.6 crores against Rs. 112.9 crores in the preceding year. The growth 
rate at 38^% is well above the national average of 21 %. The Bank main¬ 
tained its lead over other public sector banks in rate of deposit accretion 
for the third consecutive year. 

Profits : 

Notwiihstanding'the lowering of lending rates in India covering various 
priority categories and term finance and the shift in customer preference to 
high interest earning longer term deposits, profits after tax reached a new 
high at Rs. 361 lakhs in 1977 against Rs. 307 lakhs in 1976. 

Assistance to Priority Sectors : 

The ratio of priority advances to gross credit in India has almost 
reached the 33-1/3% norm stipulated by the Government of India, well 
ahead of the deadline (vi/-end March 1979)—a clear manifestation of the 
Bank's abiding interest in promoting the well being of the economically 
weaker sections. Outstanding advances to priority sectors recorded an 
inerease of over Rs. 30 crores during the year (or 35%) and stood at 
Rs, 117.5 crores as of end 1977, covering 4.2 lakh borrowers -a vast 
majority being small and marginal farmers, landless labourers and other 
socially backward persons, artisans and craftsmen, repatriates, small 
scale industrialists and small businessmen. 

A planned approach to business development through identification 
of specific lending opportunities in the command area of branch/region, 
formulation of concrete schemes tailored to suit the varied needs of the 
weaker sections and the close liaison established with the State Government 
agencies and voluntary service organisations concerned with the implemen¬ 
tation of development programmes has been largely responsible for the 
successful building up of the priority sector credit portfolio. 

Con.scious of its social responsibilities, the Bank extended timely 
financial help for rehabilitating victims of the devastating cyclone which 
lashed parts of the southern peninsula towards the close of last year. 

Agriculture ; 

Lendings to agriculture received a further stimulus. Outstanding 


SA811RN BOOMOMIST 


farm credit rose from Rs. 39.6 crores in 1976 to Rs. 46.0 crores in 1977. 
The number of agricultural borrowal accounts increased by nearly 40,000. 

Besides drawing up a number of credit schemes for the benefit of 
farmers both for crop pr<^uction and for subsidiary occupations, the year 
.saw the Bank participate effectively in the programmes as sponsored by 
SFDA. MFAL, Integrated Tribal Development Authorities. Scheduled/ 
Caste/Backward Community Development Corporations, IDA, ARDC 
and Tamilnadu Government (e.g. special animal husbandry programme). 

During the year, the Bank organised a farmers* service society and 
four sericuttiirist-cum-farmers* service societies in Karnataka. 

All the societies are functioning actively. One more farmers* service 
society will be set up shortly in Warrangal District of Andhra Pradesh. 

The number of villages and hamlets adopted by the Bank increased 
from 324 in 1976 to 375 in 1977. 

In order to handle the growing farm credit portfolio with greater 
efficiency the Bank has strengthened its administrative set-up both at the 
Head Office and the Regional Olfices and has reinforced the field staff by 
the addition of 79 officers. 

Regional Rural Banks : 

Pandyan Grama Bank, the second regional rural bank to be sponsored 
by lOB, and the first of its kind in Tamil Nadu, was set up in March 1977 
with headquarters at Sattur to cover the districts of Raraanathapuram and 
Tirunelveli. The rural bank had, upto end-1977, established 25 branches, 

- mobilised depo.sits to the extent of Rs. 58.2 lakhs covering 17,000 accounts 
and extended credit of the order of Rs. 92.7 lakhs to 121 SO small and 
marginal farmers, agricultural labourers and rural artisans. 

Puri Grainya Bank promoted in February 1976 in the State of Orissa 
continued to make good progress. During 1977, it raised its network of 
branches from 20 to 25, mobilised additional deposits to the tune of Rs. 68 
lakhs and expanded credit from Rs. 36 lakhs to Rs. 118 lakhs benefiting 
14000 borrowers. It established a farmers* service society in Puri district, 
besides adopting 10 primary agricultural co-opsrative credit societies. 

Small Scale Industries ; 

Advances to small scale industries registered a, significant rise 
during 1977. Outstanding advances went up from Rs, 31.5 crores in 
1976 to Rs. 46.5 crores in 1977. At the end of the year, small scale indus¬ 
trial advances accounted for 40% of total priority credit. A sizeable share 
of the incremental credit went to the less developed States and districts. 
In all about 7000 new units received credit assistance from the Bank during 
the year raising the total number of small scale industrial units financed by 
the Bank to 18000. 

Employment Promotion Programme : 

As in the past, the Bank continued to associate itself actively in the 
employment promotion programmes formulated by various State Govern¬ 
ments. A total amount of Rs. 71.5 lakhs was disbursed during the year 
benefiting 1050 new borrowers. Outstanding advances showed an increase 
of Rs. 3() lakhs to Rs. 171.7 lakhs as of end-1977. 

The Bank has also been providing financial assistance under its own 
schemes to enable the educated and other unemployed to gainfully occupy 
themselves in productive activities. Aggregate outstanding advances to 
smalt transport operators, retail traders and other self-employed categories 
recorded a growth of Rs. 8^ crores during 1977 (a rise of 50%) against an 
increase of Rs. 5i^ crores in 1976. Over 31,000 new borrowers, including 
tribals and harijans, were extended credit during the year. 

The three Small Business Aid Agencies at Madras and Madurai, set 
up exclusively to cater to the needs of the weaker sections. contiouM to 
register good progress in disbursing credit to small borrowers. 

In last year's report, it was mentioned that the share of DIR advances 
in gross credit of the Bank in India had exceeded the norm of 0.5% fixed 
by the Government of India. The continuing*build up has helped to further 
rai.se the proportion to 0.7%. Outstanding DIR advances has crossed Rs. 2 
crore mark as of end 1977 (Rs. 1371^ lakhs : end-1976). Bulk of the 
credit has gone to benefit the scheduled castes and tribes. 

' District Credit Plans : 

To help accelerate the tempo of economic development in the lead 
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dlflmt atslfoed to die pinii ccweriiig «!! the fevni districts 

havf been prepared and the schemes contained therein are being allocated 
to vfiious member banks at meetings of the District Consultative Commit- 
teesig Progress made in Implementing the plans will be closely followed up. 

BradA Bapaoslon: 

tA record number of branches were opened in India—86 compared to 
75 ih the preceding year. Approximately three-fifihs of the new branches 
werd located in hitherto unbanked osntres. d2.1 % of the bank's network 
of branches now function in rural and semi-urban areas, against 59.8% in 
197dand 43.0% on the eve of nationalisation. Nearly one*fourth of the 
new branches established in 1977 were in the under-banked States of U.P. 
West Bengal* M. P., Orissa. Bihar and Rajasthan. Eleven extension 
counters were set up during the year against nine in 1976. As of end-1977, 
the bank had 655 branches and 46 extension counters in India. 

Recruttment and Training: 

To meet the demands arising from the continued fast growth of the 
bank and the increasing diversity of its activities, the pace of recruitment 
and training of staflf at all levels was stepped up. 

The number of new recruits during the year was 1840 against 1495 in 

1976, —a 23% increase. New recruits included 94 specialist oflioers, 18 
other officers, 1383 clerks and 345 sub-staff. Members belonging to sche¬ 
duled castes and tribes continued to receive preferential weightage. During 

1977, 262 clerks, 139 subordinates and 21 officers belonging to these cate¬ 
gories were recruited. 

, The Staff College and the Regional Training Centres imparted training 
to 1297 officers against 852 in 1976. Besides full use was made of the 
training facilities provided by institutions like National Institute of Bank 
Management, Bankers* Training College etc. 296 Officers took part in 
external training programmes against 231 in 1976. For the benefit of the 
clerical staff. 48 courses were conducted by the Bank's Staff College and 
the Regional Training Centres, covering 1052 persons. 

The training curriculum is being constantly revised and u^ated to 
take cognisance of new developments in banking. Special training pro¬ 
grammes organised during the year covered areas like nursing of sick units, 
customer service, transactional analysis, handling of government accounts 
and non-resident deposit accounts. Industrial relations, performance 
budgeting, customer service and human relations have been made an inte¬ 
gral part of the curriculum for officers. 


The Btflik's overseas office^ recorded all-round progress during 1977. 
Three new branches wrere established abroad-^ne at Seoul, the 
capJtaldty of the Republic of Korea, the first of its kind by an Indian 
bank and two additional offices in Hong Kong—at Tsim Sha Tsui and Kwai 
Chung. As of end-1977, lOB and 10 overseas branches in South East 
Asia. 

Progressive use of Hindi and Regional Languages : 

Official language cells have been set up at Regional Offices in Bombay 
and Calcutta, in addition to the one already functioning in New Delhi. 
Members of the staff in increasing number have taken advantage of the 
classes regularly conducted by the Bank and appeared for the various 
examinations in Hindi. Important circulars are being issued bilingually, 
in English and Hindi. For the convenience of customers, arrangements 
have been made to print forms bilingually in English and in the regional 
language. 

Board of Directors : 

The Board of Directors was reconstituted with effect from November 
1, 1977. We take this opportunity to place on record the valuable contri¬ 
bution made by the outgoing Directors to the progress of the Bank. 

Conclusion : 

We wish to express our deep appreciation of the excellent contribu¬ 
tion of the staff at ail levels in building up the Bank's business and look 
forward to their continued whole-hearted support and co-operation. 

The Directors are thankful to the Bank's customers and well wishers 
in India and abroad for their patronage and encouragement. 

For and on behalf of the Board of Directors, 

A. M. KADHIRESAN 
Cbairmau A Managing Director 

Madras 
March 1978. 
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AFFAIRS 


HINDALCO 

The working profits of 
Hindustan Aluminium Corpo¬ 
ration Ltd for the year ended 
December, 31, 1977 (before 
depreciation, reserve for in¬ 
vestment allowance and pro¬ 
vision, for income tax) works 
out to Rs 7.9S crores against 
Rs 9.63 crores in the last year. 
Besides, during this year a sum 
of Rs 2.4 crores was received 
by the company on account of 
settlement of few of the pend¬ 
ing disputes and/or granting of 
award under arbitration pro¬ 
cess relating to previous 
years. There was also an in¬ 
come of Rs 2.95 crores, on 
account of excise duty rebate 
during the year. The total in¬ 
come during the year thus 
amounted to Rs 13.30 crores. 
After providing for a total 
ofRs 7.98 crores for depre¬ 
ciation, investment allowance 
and taxation (Rs 3.81 crores) 
there is a surplus balance of 
Rs 5.31 crores against Rs 5.82 
crores in the last year. This 
together with the amount of 
Rs 83.08 lakhs representing 
provision of taxation no 
longer required makes a total 
of Rs 6.15 crores which the 
company propose to dispose off 
as dividend on nine per cent re¬ 
deemable cumulative preference 
shares absorbing Rs 22.47 
lakhs Dividend on 9,3 per 
cent Redeemable Cumulative 
“B” Preference Shares will 
absorb Rs 23,25 lakhs. Divi¬ 
dend on equity shares @ 
Re 1 per share will absorb 
Rs 100.39 lakhs. 

Although in the first quar¬ 
ter of the year—Jan-March 


1977 full poww was supplied, 
100 per cent cut of power sup- 
plied by UPSEB was enforced 
throughout the major part of 
the year. Thus as against a 
production of 83,615 tonnes 
achieved in the year 1976, 
only 73,119 tonnes of alumi¬ 
nium could be produced dur¬ 
ing the year 1977. Even this 
production could be possible 
only because of the working 
of the full installed capacity 
due to availability of full 
power during the first quarter 
as mentioned above. The 
company has challenged the 
power cut in the Allahabad 
High Court on tbe grounds 
that it is discriminatory and 
illegal and the judgement is 
awaited. 

Price of Levy Metal 

The prices of levy alumi¬ 
nium fixed in the year 1975 
and subsequently reduced are 
at an uneconomic level. There¬ 
fore, the entire dual pricing 
policy needs immediate re¬ 
vision, failing which the alu¬ 
minium industry will suffer 
irreparable losses. During the 
years 1976 and 1977 the sale 
price for levy metal fixed for 
Hindalco has been much 
below the cost of production 
which is not only against the 
government's policy but also 
against the provision of the 
Essential Commodities Act 
under which tbe levy prices 
are controlled. Representa¬ 
tions have been made to 
government in this respe^. 

Total sales turnover during 
the year was Rs 100.41 crores 
as compared to Rs 111.37 


drotw in the ym 19t6> the 
M]w turnover includes exete 
duty amountiag to Rs 32.84 
crores as against Rs 39.72 
onnes in the previous yeal, 
thereby causing a loss of 
nearly Rs 7.00 crores to tbe 
government revenues which is 
directly as a result of the 
power cut. 

As restrictions have been 
imposed on exports of alumi¬ 
nium except for small quanti¬ 
ty of fabricated items and pri¬ 
mary metal against previous 
commitments, no other ex¬ 
port was possible and the 
total export during the year 
was only about 1,545 tonnes. 
Taking a long term view, it 
is necessary that the govern¬ 
ment allows the industry to 
grow and to continue to have 
a share in the world market. 
However, this is possible only 
if the required power is made 
avaiable to the industry. The 
generation of the company’s 
captive power plant at Renu- 
sagar during the year was the 
highest achieved at any time, 
having supplied 941.008 mil¬ 
lion units of power. 

ICICI 

Mr H.T. Parekh, chairman 
of Industrial Credit and Invest¬ 
ment Corporation of India, 
told the annual meeting in 
Bombay recently that the 
volume of the corporation’s 
business was growing. It was 
also trying to expand other 
activities such as merchant 
banking. More recently, it 
had promoted a new com¬ 
pany which would finance 
housing activities. Referring 
to the ccTporation'a dividend 
policy he said since it was in 
the business of development 
finance, there were certain 
constraints in this respect. 
I’he corporation had to manage 
with finer margins as also take 
large risks. He felt that the 
maintenance 6t 12 per coDt, 


dividend ibr >977 tnt' ito , 
banced iceg^; iMs ntit A 
achievem^. Mr Pankh «dd, 
the board was seized of 
the matter of issue of bi^iu 
shares. He, however, pointed 
out that before taking a deci¬ 
sion in this regard, it would 
be necessary to satisfy the 
guidelines in this respect. 
It would be necessary to ensnte 
that the corporation would be 
able to maintain the equity 
dividend on tbe enlarged ca{fi- 
tal resulting from such a bonus 
issue. 

Tata Steal 

Tata Steel attained an all- 
time high in both production 
and despatches of Sideable steel 
during 1977-78. For the first 
time in the history of the 70- 
year old steel plant, the total 
output of finished steel during 
the year April 1977—March 
1978 crossed the 1.6 million 
mark or 105 per cent of its 
present rated capacity. The 
last all-time high of 1.57 mil¬ 
lion tonnes was attained in 
1966-67. Percentage of tested 
steel showed noteworthy 
improvements from 75.8 per 
cent in 1966-67 to 80.5 per 
cent in 1977-78. The total 
steel ingot output was 1.97 
million tonnes and Ae higher 
yield of saleable steel from 
ingots was yet another out¬ 
standing feature which accoun¬ 
ted for the record-breaking 
performance. 

Coke ovens gave a record 
production of about 1.5 million 
tonnes of hard coke, as against 
1.4 million tonnes inthepre- 
ceding year, while sinter output 
was at its bint at 1.07 million 
tonnes. Hot metal (iron) pro¬ 
duction from five Mast furna¬ 
ces at 1.76 million tonnes was 
a distinct improvement on 
1976-77 performance of 1.75 
million tonnes on six fUmaees. 
Production of blooms and 
slabs, as dso sheet bars and 


BASTBRN SCOIKMIIR 


804 


AMUb 21,1978 


biMto, flMiitteifted 
omatd wbiis icrtber SoU 
sbpg mills, tnaie or less, 
up^thdr high opeiatioamt level. 
Si^ble steel despatches 
dicing 1977>78 totalM ]..g3 
mfllion tonnes which' broke the 
eaiiier record of 1.58 million 
tonnes. 

What makes the achieve- 
mmit moK creditable, accor¬ 
ding to Mr Russi Mody, 
managing director, is the fact 
that not only has the steel plant 
grown older by 10 years since 
the last record production, but 
the product mix has also 
chiuigcd very appreciably in 
that ic is far more difficult to 
make the kind of steel TISCO 
is making today than what it 
did 10 years ago. 

Hindustan Insecticides 

Over 100 per cent utilisation 
of combined technical DDT 
capacity of the Hindustan 
Insecticides Ltd as a whole, 
availability of pesticides to the 
farmers at reduced prices, sub¬ 
mission of company’s second 
corporate plan to the govern¬ 
ment and progress of work 
relating to expansion pro¬ 
gramme at Rasayani and 
Udyogamandal, are some of 
the highlights of achievements 
during the financial year ended 
on March 31, 1978. Due to 
severe difficulties with regard 
to the availability of raw mate¬ 
rials and other factors the pro¬ 
duction of Udyogamandal 
factory of the company has 
been effected. The Delhi unit 
of the company produced 3024 
MT of technical DDT against 
its rated capacity of 2744 MT 
amounting to over 110 per cent 
utilisation of capacity. Produc¬ 
tions of recovered sulphuric 
acid and hydrated calcium sili¬ 
cate are also all time record 
at the Delhi unit. 

Supplies of technical DDT 
to the agriculture during 1977* 
78, were 50 per cent more than 


the a^diee aM^e test year. 
Resides^ the company con. 
tiiiued to supply major part of 
DDT WDP required by Natio- 
nid Maj^ia Eradication Pro¬ 
gramme (NMBP), reducing 
ctmsidetably the import of this 
product, and thereby saving 
valuable foreign exchange equi- 
valent to about Rs 130 lakhs. 
Company's first three agro¬ 
pesticides—HILDAN 35 per 
cent EC, HILDIT 50 per cent, 
WDP and HILBEECH 50 per 
cent WDP—introduced during 
this year and opening of 
company’s first regional sales 
office at Hyderabad to cater to 
the needs of southern states 
have made considerable impact 
at the end user level. 

The company’s scheme of 
joint-ventures with the states 
is also making progress. The 
company is negotiating with 
various states to set up plant 
for technical grade and for¬ 
mulated pesticides in collabo¬ 
ration with the states agro- 
industries. The joint venture 
proposal with the Southern 
Agro-Industries Corporation 
has been submitted to govern¬ 
ment for approval. 

Hindustan Organic 
Chamicals 

Hindustan Organic Chemi¬ 
cals Ltd, a government of 
India enterprise located at 
Rasayani, Maharashtra, regis¬ 
tered increased production and 
increased sales turnover for the 
financial year ending March, 
1978, according to preliminary 
working results. Total produc- 
tion of its various chemical 
intermediates amounted to 
68,465 tonnes in 1977-78 as 
against 58,001 tonnes in 1976- 
77, an increase of 18 per cent. 
Sales during the year 1977-78 
were Rs 2,144 lakhs compared 
to Rs 1,883 lakhs in 1976-77, 
registering a 14 per cent, 
increase. The company manu¬ 
factures vital chemical inter- 


mndittea for dn^, pharmaceu- 
tiqals, dyes and dye intermedia- 
tes, rubber chemicals, laminates 
and pesticides and meets a 
large share of the domestic 
demand. Under the second 
phase of the expansion plans, 
it will double the capacity of 
aniline and nitrobenzene 
plants, besides setting up a 
concentrated nitric acid plant. 

Himalaya Rubbai 
Products 

Himalaya Rubber Products 
Limited, is setting up its fac¬ 
tory in Kalyani, West Bengal, 
for the manufacture of auto¬ 
motive fans and industrial ‘V’ 
belts with an annual capacity 
of one million pieces. The 
company is headed by Mr 
O.P. Mundhra as chairman 
and managed by Mr A.B. 
Ganguli, ICS (Retd.) as mana¬ 
ging director. Technical and 
financial collaboration for the 
new venture is being given by 
Messrs ESCON Consultants 
Private Limited of Calcutta, 
who are known for their exper¬ 
tise in all types of belting and 
other sophisticated rubber 
products. Order for indigenous 
machinery have been placed 
and selection of highly 
sophisticated equipment from 
West Germany and the United 
Kingdom has been finalised 
for import shortly. Cons¬ 
truction of factory building 
is under way and trial pro¬ 
duction is expected to com¬ 
mence by June, 1979, with 
commercial production follow¬ 
ing three months thereafter. 
The market for the company's 
products is bright as per the 
fifth Plan estimates and pre¬ 
sent market trends. 

The cost of the project is 
estimated at Rs 1.75 crores. 
This is proposed to be met by 
equity capital of Rs 60.00 
lakhs, term loans of Rs 70 
lakhs from IDBI, IFCI and 
Lie and foreign currency loan 


of Rs 30.00 lakhs from laCI. 
There will also be oeiftral 
subsidy to the extent of 
Rs 15.00 lakhs. It is proposed 
to have public issue ofei^ity 
shares in the near future. 
Equity shares to the extent of 
Rs 29.00 lakhs out of the 
entire issue of Rs 29.40 lakhs 
is being underwritten by IDBI, 
ICICI, IFCI, UCO Bank and 
United Industrial Bank Ltd. 
WBIDC is also participating 
in the project by way of 
direct subscription to equity 
shares. 

Goetze India Issue 

Goetze (India) will issue 
some time next month 12,53,328 
equity shares of Rs lO, each at 
a premium of Rs 2 per share. 
Set up in 1954 by Escorts and 
Goetzewerks AG of West Ger¬ 
many, the cpmpany is engaged 
in the manufacture of piston 
rings and cylinder liners at its 
plant at Bahadurgarh. It is 
setting up another plant at 
Bangalore for manufacturing 
additional 10 million piston 
rings per annum. The total 
cost of the project is placed at 
Rs 9 crores. The proceeds of 
(he issue will be utih’sed for 
financing a part of the project 
cost. 

The Baqgalore project is 
expected to be in operation by 
the end of 1978. With the vast 
experience of over 20 years 
build-up in the highly Sophisti¬ 
cated field of piston rings at 
Patiala and with trained and 
experienced managerial force 
available for the new project, 
it is expected that there would 
be hardly any gestation period 
for the new unit to take off. 
The first phase of the foundry 
which has been initiaiod at 
Bangalore is nearly eight 
months ahead of schedule. 

The company has a good 
record of performance, its 
turnover in 1977 wds Rs 3.63 
crores against Rs 3.52 crores 
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in 1976. The pre-tax profit 
totalled Rs 90.28 lakhs against 
Rs 96.64 lakhs and the profit 
after taX Rs 35.34 lakhs against 
Rs 35.82 lakhs. Equity divi¬ 
dend of 20 per cent, was 
maintained for .1977 on a share 
capita] of Rs 153.74 lakhs. 
After the proposed issue and 
issue of capital to the promo¬ 
ters and their associates, and 
the company empidyees, the 
capital will rise to Rs 4 
crores. The management ex¬ 
pects that the company’s net 
profit in the coming years will 
be sufficient to enable payment 
of reasonable dividend on the 
enhanced equity capital. The 
new shares will rank for a 
prorata dividend from the allot¬ 
ment date on the amount paid- 
up. 

Garden Reach 

Garden Reach Workshop 
Limited (GRW), manufactures 
ship deck machinery for all 
sizes and descriptions for cargo 
liners, passenger-cum-cargo 
ship, tugs, dredgers etc. using 
best possible materials and ad¬ 
vanced manufacturing techni¬ 
ques with sophisticated machine 
tools. These equipments are 
manufactured under inspec¬ 
tion of Lloyd’s/Statutory Au¬ 
thorities to highest internatio¬ 
nal standards. Performances 
are guaranteed after extensive 
shop testing is carried out. For 
this purpose, comprehensive 
test facilities have been created. 
The company has a collabora¬ 
tion with M/'s AEG, West 
Germany, and its full-fledged 
design office can design equip¬ 
ment tailor-made to any speci¬ 
fic requirements. Besides, effi¬ 
cient after-sales service they 
maintain slock of essential 
spare parts for despatch at very 
short notice to any part of the 
globe ensuring complete custo¬ 
mers satisfaetkm. In fact, GRW 
can quite justifiably claim to be 
the largest manufacturer of ship 
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deck maeUnfidpk Asia outside 
Japan. •|- 
Garden Rei^ workshop has 
also designedfa 26,000 tonnes 
deadweight boBit carrier. This 
marks the firuf major effort of 
its kind in thiiooontry to pro¬ 
duce the basic^sign of a large 
ocean going sb^ without for¬ 
eign collaboration. Preliminaiy 
resistance tests were carried 
out at the Indian Institute of 
Technology, Kharagpur. Fur¬ 
ther extensive resistance tests, 
self-propulsion tests, wake sur¬ 
vey and manoeuvring tests have 
been carried out using alter¬ 
native bow and stern forms at 
the famous Model Testing 
Tank at Hamburg in West 
Germany and optimum hull 
form with Bulbous Bow and 
Transom Stern was obtained.. 
It has been able to achieve a 
power-speed ratio which ap¬ 
pears to be one of the most 
economical compared to vari¬ 
ous other designs for this range 
of ships, fn today’s recessio¬ 
nary market very big ships are 
finding it difficult to secure 
adequate cargo to run to full 
load at all times. As a result 
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of the geoerid market study, R 
has hm found tdial. aB «yer 
tlui world bulk cartim in tiie 
raoge of 26,000 DWTare 
popular. ^ 

Ctmplior and AHiad 
Products 

Chief minister of J & K, 
Sheikh Abdulah recently laid 
foundation stone of Rs 3 crore 
integrated chemicals project be¬ 
ing set up in J&K by Camphor 
and Allied Products Limited. 
To be completed in three phases 
of one year each, it will ulti¬ 
mately utilise 10,000 tonnes of 
resin per annum and would 
have an annual turnover of 
Rs 5 crores. First phase of the 
project to utilise 5,000 tonnes 
of resin is expected to be com¬ 
missioned in July next year. 

The project will utilise modern 
technology developed by Cam¬ 
phor and Allied Products Limit¬ 
ed itself to manufacture resin 
and turpentine derivatives. It 
is claimed that the project 
would be first of its kind in the 
country to manufacture deriva¬ 
tives hitherto unknown in India. 


CmpM whhin^ietf subaff^ 
tku items the pgpq^fjsm^eew 
ted 4a emu Rncign axchaage 
of a value eff Rs 250 hdeha jmt 
annum. It will gjve en^j^ 
ment to 250 people and open 
possibiUties of setting np anoit- 
laiy industries. 

Antifriction Banriniic 

The Antifriction Bearings 
Corporation, has recorded 
during 1977 improved sales at 
Rs6.51 crores from Rs 5.87 
crores in 1976. Thegross profit 
improved from Rs 88.27 lakhs 
to Rs 101.53 lakhs. After 
providing Rs 47.51 lakhs 
(Rs 46.98 lakhs) for deprecia¬ 
tion, Rs I lakh (Rs 21akhs) for 
investment allowance and^ 
Rs 7.50 lakhs for taxation, and' 
after making some adjustments, 
the disposable surplus is 
Rs 56.61 lakhs (Rs 43.68 
lakhs). Equity dividend has 
been raised from 12 per cent 
to 15 per cent. Dividend will 
absorb Rs 21.98 lakhs 
(Rs 17.59 lakhs). General 
reserve gets Rs 5 lakhs (Rs IS 
lakhs) leaving Rs 29.53 lakhs 
to be carried forward. 
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Implementation of a unified social security 
scheme for industrial workers is now within 
sight. Early this month, the Dominion Parliament 
passed the Employees’ State Insurance Bill, which 
by consensus of opinion is considered a land¬ 
mark in the hisiory of Indian labour legislation. 
Being a major achievement of the Congress 
Government in the field of labour, this bill, if 
carefully administered, will go down in history 
as a solid and constructive piece of legislation to 
ameliorate the lot of the Industrial masses. The 
structure of social security is to be laid on the 
existing foundations. While improving and con¬ 
solidating the existing legislation regarding wor¬ 
kers’ compensation and maturity benefits, the 
bill goes a step farther and provides for sickness 
insurance. To begin with, such primary contin¬ 
gencies as .sicknessg maternity gnd employment 


injury have been covered by an integrated plan, 
but the principle of social insurance is to be 
applied progressively and its scope widened gra¬ 
dually. As the Labour Minister has pointed out 
the scheme is a modest beginning in the direction 
of social security. It Is a Government proposal 
to protect the labouring class from the five 
big giants of want, disease, ignorance, squal¬ 
or and idleness. Already indications are not 
lacking that the Government is seriously con¬ 
sidering proposals regarding compulsory provi¬ 
dent fund and employment insurance. The inten¬ 
sity of Goveroiiient*s efforts in the domain of 
social security must necessarily be conditioned 
by the level of economic activity in the country. 
The pace recently haS' been fairly brisk and the 
advance so far made goes beyond what has been 
achieved by other Asian countries. 
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i liiilWiMt iittitt tf 

« fi>l}o»iag11oeiie{Bt « 9 d of iotwt inera iuti^ wider 
dostda] 0oveIop!meat :«ad Ifc^tuli^oa) Apt 1451 during 
theiawpidi FObroary 19^. The liit oantoins tbe tuunes and 
add^pstes of the Ubowees^ artieles of ja^tfaelhre, type* of 
liceipaps—Now Undartaliiagii (MU), New A^ifictei (NAV, Suostan- 
tial ^£xpjuislOn (S^, Carry <m Business (OOfi); SmMog-^d 
Annual Installed Capacity. Details regarding licences and letters 
of hdent revoked, cancelled or surrendered are also ^ven. 

UctiiBts Issued 

Metaihuglcal Industries (Ferrous) 

M/s Agarwal Containers Private Ltd, 799/5, Bhawani Peth, 
PUNE‘^11002, (Poona-Maharashtra)—Mild Steel Bartels (200 
litres capacity)-^,000 tonnes—(COB) 

M/s Vanaz Engineers Private Ltd, 396, Veer Savarkar Marg, 
Bonibay-400Q25, (Poona-Maharashtra)—Non-ferrous forgings/ 
stampings—600 tonnes (after expansion)—(SE) 

Electrical Equipment 

M/s General Electric Co. of India Ltd, Magnet House, 6, 
Ch^raujan Avenue. Calcutta-700069, (24-Pargana8—Wfi)— 
(i) r^ame Proof air circuit breakers upto 660 V, 300 A and 10 
MVA rupturing capacity—500 Nos. (ii) Flame proof gate and 
boxes upto 660 V, ^ A—^500 Nos. (iu)Flame proof air circuit 
breakers, 3.3 KV, 350 A, 75 MVA rupturing capacity—100 Nos 
-(SE) 

M/s Transformers & Electricals Kerala Ltd., Angamally 
South, PO Emakulam, Distt Kerala (Emakulam-Kerala)— 
Bus^gs upto 400 KV—750 Nos (after expansion). On-load Tap 
Changers upto 400 KV—170 Nos (after expn.)—(SE) 

M/s Universal Electrics Ltd., 9/1, R.N. Mukherjee Road, 
Calcutta-700001, (24-Parganas—Wfl)—Protective Relays— 
23,750 Nos—30,000 Nos (after expn.)—(SE) 

M/s Philips India Ltd, 7, Justice Chandra Ma(|hab Road, 
Calcutta-700020, (Thana—Maharashtra)—OLS Lamps—24 
million Nos, Fluorescent Tubes—4 million Nos, Starters for 
fluorescent tubes—2.5 million Nos, Lighting Fittings—2.25 lakh 
Nos, Fluorescent Powder—110 tonnes, Glass Shells—30 million 
Nos, Tungsten Filaments—100 mill, metres. Molbydenum vrire— 
3,600 kg, Glow-Switches—5 million Nos—(SE) 

Transportation 

M/s Transwel Chains (India) Ltd, 67, Shardhanand Marg 
(1st Floor), Delhi-110006 (Hissar-Haryana)—Industrial and 
Automotive Roller Chain of pitch size 3/8' and above—6,00,000 
metres—(NU) 

M/s Suri and Nayar Ltd, Whitefieid Road, Post BoxNo 4802, 
Bangalore-560048 (Bangalore-Kamataka)—^Instantanraus Rever¬ 
sibility Transmission for Locomotives—10 Nos—(NA) 

Industrial Madilnery 

M/s-Bombay Ring Travellers Co Ltd, Neville House, J.N. 
Herdia Marg, Ballard Estate, fiambay-400038 (Thana-Mahara- 
shtra)—Nylon Travellers—7 million pieces. Textile Rings—3.5 
lakh pieces—(SE) . 

Miscellaneous Industries 

M/s F. Fibre Bangalore Private Ltd, A-83, Industrial Estate, 
Rajaji Nagar, Bangalore-560044 (Bangalore-Kamataka)—High 
Density Polyethylene woven bags—442 tonties—(COB) 

Chemicals other than Fertilfasen 
M/s Southern Gas Ltd, Lovedale Church Landing Road, 
Emakulam, Cochin-16, (Bhadravati-Karnataka)—Oxygen Gas- 
1.00 MCM, Dissolved Acetylene Gas—0.20 MCM, Nitrogen 
Gas-0.50 MCM—(NU) 

M/s Monaechst Electronic^ Private Ltd, 7, Nehru Park 
Society, Race Course, Baroda-390007, (Broach-Gujacat)—Oxygm 
Gas—0.45 MCM, Dissolved Acetylene Gas—0.20 MCM— 

M/s Indian Farmers Fertiliser Coop Ltd, 34, Nehru Place, 


NiBMt^PS^lI<10!24(:(Me>hsana49ttjand)—v^id 
(lyaiidejHrlBM tonaes-(NA) 

M/e ERndnstan Insecticides Ltd, Hanii Bhavan, Wji^L 
Qr^taid ]rl6or, Bahadurshah Zafar Marg, New Delhi-110^, 
(Alslmyc—Kerala)—Endosulfan Technical—1600 tonnes—(NA) 
Dnga and Pharmaceuticals 

M/s Unidiem Laboratories Ltd, Unichem Bhavan, SV Road, 
Bombay-400060. (Kolaba-Maharashtra ft Ghaziabad—^UP)— 
Mebendazole—^3,000 Kgs Formulations based on Mebendazole— 
30 million tablets—(NA) 

M/s Alembic Chemical Works Co Ltd, Alembic Road, 
Bafbda-390003. (Baroda-Gujarat)—Erythromycin—6 tonnes—12 
Kmnes (after expn.)—(SE) 

Textiles * 

M/s Ookak Mills, Divn. of Gokak Patel Volkart Ltd, Gokak 
Falls, Distt Belgaum (Karnataka State), (Belgaum-Karnataka)— 
Cotton yam—11,100 spindles (Addl.)—1,01,170 spindles (After 
expn)—(SE) 

M/s Stretchlon Private Ltd, Bombay Cotton Mills Estate, 
Dattaram Lad Path, fiombay-400033. (Nagpur-Maharashtra)— 
Crimped Nylon Socks—5,00,000 dozen pairs. Knitted Crimped 
Nylon Fabrics-60,000 Kgs—(NU) 

M/s The Dawn Mills Co Ltd, Ganpatrao Kadam Marg, 
Lower Parel, Bombay-400013 (Bombay-Maharashtra)—Cotton 
Yam—6,560 spindles (Addl.)— 55,772 spindles (After expn)— 
(SE) 

M/s Himachal Wool Processors Ltd, Cart Road, Simla- 
171001. (Solan—Himachal Pradesh)—^Woollcn Yarn—^2,800 
woollen spindles—(NU) 

Fermeniation Industries 

M/s Sir Shadi Lai Distillery and Chemical Works, Mansur- 
pur, Dist. Muzaffiirnagar (UP) (Muzaifaraagar—UP)—^Indian 
Made Foreign Liquors and Country Liquors—1735 bulk kilol¬ 
itres—(COB) 

Food Processing Industries 

M/s B.M.G. Fisheries Private Ltd, Udyog Bhavan, 4th 
Floor, Walchand Hirachand Marg, Ballard Estate, Bombay- 
400038. (Junagarh—Gujarat)—Processing of Sea Foods—6,000 
tonnes—(NU) 

Vegetable Oils and Vanaspati 

M^s General Foods Private Ltd, 1^, Jaora Compound, 
Indore-452001. (Indore—^MP)—Cottonseed Oil/Minor Oilseed 
Oils—30,000 tonnes in terms of seeds—(NU) 

Leather and Leather Goods 

M/s Deccan Leathers Ltd, 6-3-666/A, Panjagutta, Hyderabad 
500004. (Medak—AP)—Finished Leather from EI/Blue goat and 
sheep skins—6,00,000 Pcs—(NU) 

Cement and Gypsum Products 

M/s Hyderabad Asbestos Cement Products Ltd, Sanatnagar, 
Hyderabad-500018. (Bhagalpur-Bihar)—Compressed Astestos 
Cement Sheets—24,000 tonnes—(NU) 

M/s. Andhra Cement Company Ltd. Vijayawada-520003, 
Distt Krishna (AP) (Visakhapatnam-AP)—Grinding of Portland 
Blast Furnace Slag Cement—2,50,000 tonnes—(SE) 

M/s Mangalam Cement Ltd, D-1/54, Vasant Vihar, New 
Delhi-110057. (Kota-Rajasthan)—Portland Cement—4,00,000 
tonnes—(NU) 

Utters of Intent 

Metallurgical Industries (Ferrous) 

M/s B.D. Steel Castings Ltd, G.T. Road, Jullundur Canton¬ 
ment (Thana-Maharashtra)—Re-roiling of Steel (Other than 
mild Steel) into rounds, flats, squares and angles—16,000 tonnes 
——(NA) 

M/s. Madhya Pradesh Electricals Ltd, *D’ Sector, Industrial 
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Are<k',’’^vtod}ntra, Bh<q)al>4d2023. {Bbopti'MCfi^iire doj^/ 
Aluittinjuni strips, sKtions, flats etc—^ toiim»‘^<(NA) 

Mr Darsbanjit Singh, D-12, Maharani liuji NewDdhi* 
110014. (Glmiabad-UP)—H.T. Sdf-Teppitf Screws—2,000 
tonnes'. M.S. Screws—^500 tonnes. Wood ScretMi—500 tonnes— 
(NU) 

Electrical Equipment 

M/s Crompton Greaves Ltd, Kanjur, M^ndup, Bombay* 
400079. (Bombay-Maharashtra)—Electric Molars upto 2000 
KW—Within the existing licensed capacity of 8,40,000 HP—(SE) 

M/s Orbitron Electronics, 7, Parvati Ind. Estate, New Sun 
Mill Compound, Lower Parel, Bombay-400013 (Nasik-Mahara- 
shtra)—Diodes (I axpp and above upto aad including 30 amps) 
—2 lakh Nos. Triacs /Diacs—4 lakh Nos. Power Transistors—2 
lakh Nos. SCR’s (Less than 30 amps)— 2 lakh Nos—(NA) 

Telecommunications 

M/s Press Metal Corpn Pvt Ltd, Andheri Kurla Road, 
Bombay-400059 (Madras-Tamil Nadu)—^Fuel tanks—300 tonnes. 
Trim shop items—100 tonnes, Air vent systems—20 tonnes, 
Cha»i$ frame members—8000 tonnes. Sheet metal parts (ex- 
•eluding items reserved in small-scale sector)—11,380 tonnes. 
Total capacity—19,800 tonnes—(NU) 

M/s Schrader-Scovill Duncan Ltd, 31, Netaji Subhas Road, 
Calcutta-700001. (Maharashtraj—Hoses with end fittings suit¬ 
able for super High Pressure and High Pressure applications, 
above 1000 PSI—8 lakh Nos, Oil seals (for non-automotive 
applications) of following types: (a) Block Vee Packings, 
U-cops, J-Cups, 0-Rings; (b)Wiper-Scraper Seals, (c) Double 
lip rod wiper seals, (d) Special seals for pump industry and 
gland packings and U-seals for different industries—50 lakh 
Nos-(NU) 

Miscellaneous Industries 

M/s Harbans Lai Malhotra and Sons Ltd, 40, Belur Station 
Road, Belurmath, Howrah (Howrah-West Bengal)—Plastic 
Combs and Components—300 tonnes—(NA) 

Chemicals other than Fertilisers 

M/s Kolhapur Oxygen and Acetylene Pvt Ltd, India House. 
Fort Street, Bombay-40000) (Kolhapur-Maharshtra)—Oxygen 
Gas—0.2l6MCM(existing)-8.00MCM(aftcr expn), DA Gas 
—0.20MCM(NA/SE) 

Drugs and Pharmaceuticals 

M/s Standard Pharmaceuticals Ltd, 24, Park Street, 
Calcutta-700016 (Hooghly-WB)—Cloxncillin Capsules—15 lakh 
Nos-(NA) 

M/s Standard Pharmaceuticals Ltd,24, Park Street, Calcutta- 
700016 (Hooghly-WB)—Oxytetracycline Capsules—60 lakh Nos 
-(NA) 

Rubber Goods . 

M/s T Maneklal Manufacturing Co Ltd, Vaswani Mansions, 
Dinshaw Vachha Road, Marine Lines, Bofflbay-40()020. 
(Punchmahal-Oujarat)—High Pressure Hoses above 1000 PSI— 

5 lakh metres—(NA) 

Leather and Laether Goods 

M/s West Bengal State Leather Industries Development 
Coipn Ltd, P-8, Hide Lane (5th Floor), Calcutta-12, (Calcutta- 
West Bengal)—Hides—1.8 lakh Nos, Skins—9.0 lakh Nos—(NU) 

Changes in the Names of Ownen or 
Undortakings 

(Information pertains to partkolar licences only) 

M/s UP Co-operative Sugar Factories Federation Ltd, 
Lucknow to M/s The Ramaia Sahakari Chipi Mills Ltd, 
Ramala, Distt Meerut (UP) 


' M/s GartMtttimai9mir'::''OefrpoiM^ 

Garwaie-Wall Rtyies 

M/s Shree Mideesb Textite Mills P»t.|;M p M/s Tbnihhadbrg 
Sugar Works PvtLtd , 

M/s. Kubera Suyptr Managers Ltd. Pithapwfam to M/4 
Kiilanmudi Sugar Mills Ltd, Pithapuram 

Mr Kailash Kumar Singh to M/s The Kisaa Sahakari ChiPi 
Mills Ltd . 

Licences Revoked or Gancallod 

(Information pertains to particalar licences only) 

Mr Chandra Kumar Kanoria, Calcutta-^Difplex fiomd and 
Kraft Liner—(Revoked) 

M/s Central Magnet Wire Products Pvt Ltd, RatUim (MP)— 
Dies and MouId$-<Revoked) 

M/s Kundan Sons (India) Pvt Ltd, New Delhi—Electro- 
Medical Equipments—(Revoked) 

M/s Gogte Steels Ltd, Bombay—HC Wire Rods—(Revoked) 
M/s Padam Das & Co, Ludhiana—Worsted Spindles— 
(Cancelled) 

M/s Rajasthan State Industrial and Mineral Development 
Corpn Ltd, Jaipur—Calcium Carbide—(Revoked) 

M/s Hercules Chemicals and Carbide Ltd, Calcutta—Calcium 
Carbide—(Revoked) 

Lottors of Rovoked, Intent Lapsed or 
Cancelled 

(Information pertains to particalar letters of intent only) ' 

M/s Coromondel Fertilisers Ltd, New Delhi (Andhra Pra¬ 
desh)—Aluminium Fluoride—(Cancelled) 

M/s Cloth Traders (P) Ltd, Ahmedabad (Gujarat)—Glyoxal 
40 per cent (Cancelled) 

M/s Metal Powder Co Ltd, Madurai Distt. (Tamil Nadu)— 
White Phosphorous—(Lapsed) 

M/s Naarden (India) Ltd, Bombay (Maharashtra)—Aromatic 
Chemicals—(Cancelled) 

M/s Anand Mohan Agarwala, Nagpur (Maharashtra)—Data 
Entry Systems and Cartridges Drive—(Revoked) 

M/s General Engg, Works, New Delhi (Rajasthan)—^HT 
Precision Screws—(Cancelled) 

M/s The Indian Sugar and General Engg. Corpn, Prop; The 
Saraswati Indl. Syndicate Ltd, Yamunanagar (Distt Ambala) 
(Haryana)—Recovery of Silver from Waste Chemicals— 
(Cancelled) 

M/s Punjab State Electronics Development and Production 
Corpn. Ltd, Chandigarh (Punjab)—Quartz Blanks and Quartz 
Crystal Units—(Cancelled) 

Mr S.R. Agorwal, C/o M/s Premji Girdhari Lai, Puri 
(Orissa) (Orissa)—Sulphuric Acid—(Lapsed) 

M/s West Bengal Alloy Steels Ltd, Calcutta (West Bengal)— 
Hot rolled and Cold rolled steel strips—(Cancelled) 

M/s Debikay Electronics, Thana (Maharashtra) (West Bengal) 
—DC Motors upto 200 KW—(Lapsed) 

M/s Straw Products Ltd, New Delhi (Orissa)—Caustic Soda/ 
Chlorine—(Cancelled) 

M/s Haryana State Ind. Dev. Corpn. Ltd, Chandigu'b 
(Haryana)—Glass Bbttles—(Lapsed) 

M/s V.C. Butman, New Delhi (UP)—Assorted Hair Cosme¬ 
tics—(Lapsed) 

M/s fihadkal Electronics (P) Ltd, New Delhi (Harayna^ 
Electronics Speed Control—(Revoked) 

Mr Arun Kumar Khemka, Calcutta (Karnataka)—Synthetic 
Rubber Cots and Aprons—(Lapsed) 

The Meghalaya Ihdl Dev Corpn Ltd, Shillong (Mej^alaya)— 
Conveyor Belting and Pan and V Belts—(Lapsed) 
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RECORDS 

llrice policy for wheat AND 

STATISTICS 


Th« Agricultural Prices Commission (APC) in its latest report for the wheat price 
policy has recommended the mainteiiance of the procurement price for all varieties of 
wheat at Re 110 per quintal. Since the wheat crop this year again is expected to be 
a buinper one. It has suggested support purchase of the order of six million tonnes. 

In a special note concerning the estimates of cost of wheat cultivation in Punjab 
and Haryana, the Directorate of Economics and Statistics, government of India, has 
ehown that in 1976-77, the cost of production of wheat in Haryana took a steep jump 
upwards by as much as Rs 35.38 per quintal; the corresponding increase in the case of 
Punjab was marginal at Rs 1.94 per quintal. These estimates point to the necessity 
of Increasing the support price. The government has now fixed the procurement 
price at Rs 112.50 per quintal for all varieties for the current rabi season as against 
Rs 110.00 per quintal fixed last year. 

The report of the APC and the above-mentioned note of the Directorate of Economics 
and Statistics (which is a part of the report) are given below in full: 


In this report, the Agricultural 
Prices Commission presents its 
views on the price policy for 
the wheat crop of 1977-78 to 
be marketed in the 1978-79 
season. The commission has 
recommended that, (a) the 
procurement price , for all the 
varieties of wheat in the 
different states for the 1978-79 
marketing season be maintain¬ 
ed at Rs 110 per quintal; (b) 
considering the likely size of 
the current crop, the public 
sector agencies geared to 
undertake support purchases 
to the tune of six million tonnes 
in the 1978-79 season; and (c) 
with a view to maximising the 
benefits from fertiliser use, the 
desired balance in the applica¬ 
tion of different fertilisers be 
sought to be achieved. 

The output of wheat has 
recorded a continual rise since 
1973-74; the estimated produc¬ 
tion of the cereal in 1976-77 at 
around 29 million tonnes is 
larger—albeit marginally— 

than that in the preceding year 
and represents an increase of 
more tfian seven million tonnes 
over the level attained in 1973- 
74. Despite this expansion in 


wheat output and the large 
stocks of the cereal with the 
government, prices of wheat 
during the current marketing 
season have generally stood 
above those of last year follow¬ 
ing the removal of the inter¬ 
state restrictions on the move¬ 
ment of wheat on private 
account and the step-up in the 
procurement price. (Tables I 
to m) 

Notwithstanding the complete 
withdrawal of restrictions on' 
the inter-state movement of 
wheat and even in the absence 
of any target for procurement 
for the 1977-78 marketing year, 
the purchases of wheat by the 
public sector agencies so far 
during the season have amount¬ 
ed to as much as 5.2 million 
tonnes, bulk of 'these having 
been effected in Puiyab and 
Haryana. While the total 
quantity-purchased in Haryana 
was more or less of the same 
order as last year, purchases in 
Punjab were the highest ever 
effected so far. In fact, in 
Punjab, out of an increase of 
about ^five lakh tonnes in the 
production of wheat in 1977-78 
ovn that in the preceding year. 


as much as 60 per cent got 
delivered to the public sector 
agencies despite the free move¬ 
ment of the grain throughout 
the country. This development 
needs to be viewed against the 
size of total stock offoodgrains 
with the government; foodgrain 
stocks at the beginning of July 
1977 stood at 20.6 million 
toimes, those of wheat touch¬ 
ing the record level of 14,6 
million tonnes compared to 
11.5 million tonnes in the 
corresponding period of 1976. 
Thanks to the measures taken 
to reduce the level of stock 
holding and the increase in the 
offtake from the public distri¬ 
bution system consequent to 
the rise in the market prices of 
the cereal towards the close of 
the year, the total stock of 
foodgrains declined to 17 
million tonnes at the end of 
January 1978. Even at this 
level, it represents a net with¬ 
drawal of only 1.9 million 
tonnes compared to the stock 
position a year ago. (Tables IV 
andV) 

In this connection, it is per¬ 
tinent to note that the outlook 
for the 1977-78 crop of wheat 


is promising; available indfca- 
tions place it at more than 30 
million tonnes.. Coming in the 
wake of a bumper harvest of 
kharif foodgrains, the sustained 
improvement'anticipated in the 
output of wheat in 1977-78 
juxtaposed with the sizeable 
quantum of public stocks of 
foodgrains has indeed rendered 
the overall situation on the 
food front quite comfortable. 
In fact, the large stocks with 
the government are having the 
effect of containing the opera¬ 
tions of the private trade in 
wheat which'seems to be con¬ 
centrating on the superior 
quality grain. 

Support Purchases 

In view of the aforesaid, 
it appears that the scale of 
support purchases of wheat 
in the post-harvest months 
of the coming season would 
have to be even larger than 
in the current year. While 
a situation such as the; does 
not warrant the fixation of any 
procurement targets, it is never¬ 
theless important to envisage 
the order of support operations 
that may need to be undertaken 
and accordingly organise the 
purchase machinery for the 
task. Considering the likely 
size of the current crop, the 
commission suggests that the 
public sector agmicies be gear¬ 
ed to undertake support pur¬ 
chases to the tune of six million 
tonnes in the 1978-79 wheat 
marketing season. Focussing 
on the states which have been 
accounting for the bulk of the 
procurement of whrat in recent 
years, the requisite magnitude 
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|Wheat 

TAHUI 

: Area, ftodnetion and YieM 

i. 

Area 

Productiem 

Yield 

: '000 heofgtes ^ 

^OOOtoahM . 
Kg. per faeoti^ 

State 

19TO-71 

1971-72 

1972-73 

1973-74 

’ 1974-75 

1975*76 

3976-I7 

Bihar 

Area 

l.$16 

1,397 

2,509 

1,334 

1,478 

1,815 

1,945 

Production 

1,2S» 

2,494 

3,136 

1,649 

2,000 

2,297 

2,470 

Yield 

957 

1,785 

1,250 

1,236 

1,353 

1,266 

U70 

Gslarat 

Area 

577 

575 

371 

521 

406 

686 

727 

Production 

939 

897 

548 

906 

734 

1,151 

1,072 

Yield 

1.628 

1,562 

1,475 

1,737 

1,808 

1,678 

1,475 

Haryana 

Area 

1,129 

1,177 

1,270 

1,178 

1,117 

1,226 

1,349 

Production 

2,342 

2,402 

2,231 

1,811 

1,954 

2,428 

2,731 

Yield 

2,074 

2,041 

1,757 

1,537 

1,749 

1,980 

2,024 

. Himadial Pradesh 

Area 

302 

333 

315 

303 

319 

332 

273 

Production 

246 

395 

333 

287 

356 

403 

377 

Yield 

815 

1,185 

1,059 

948 

1,116 

1,214 

1,381 

Jammn & Kashmir 

Area 

184 

180 

189 

190 

191 

176 

176 

Production 

125 

168 

174 

161 

194 

154 

154 

Yield 

678 

935 

923 

846 

1,013 

875 

875 

Karnataka 

Area 

305 

347 

299 

346 

365 

407 

363 

Production 

95 

187 

109 

207 

320 

281 

257 

Yield 

310 

540 

366 

599 

877 

691 

708 

Madhya Ptadedi 

Area 

3,403 

3,665 

2,277 

3,274 

2,788 

3,360 

3,107 

Production 

2,572 

3,189 

2,285 

2,539 

2,352 

2,751 

2,301 

Yield 

762 

870 

697 

776 

843 

819 

741 

Maharashtra 

Area 

882 

1,009 

691 

923 

942 

1,183 

1,188 

Production 

451 

503 

249 

514 

776 

1,260 

938 

Yield 

511 

498 

360 

557 

824 

1,065 

790 

Punjab 

Area 

2,299 

2,335 

2,404 

2,338 

2,213 

2,439 

2,579 

Production 

5,145 

5,618 

5,368 

5,181 

5,300 

5,788 

6,272 

Yield 

2,238 

2,406 

2,233 

2,216 

2,395 

2,373 

2,432 

Rajasthan 

Area 

1,478 

1,514 

1,399 

1,673 

1,421 

1,762 

1,793 

Production 

1,951 

1,889 

1,754 

1,791 

1,819 

2,290 

2,295 

Yield 

1,320 

1,248 

1,253 

1,070 

1,280 

1,300 

1,280 

Uttar Pradesh 

Area 

5,907 

6,046 

6,135 

6,009 

6,152 

6,302 

6,585 

Production 

7,690 

7,550 

7,515 

5,879 

7,176 

8,553 

8,718 

• Yield 

1,302 

1,249 

1,225 

978 

1,166 

1,357 

1,324 

West Bengal 

Area 

360 

422 

368 

330 

422 

565 

565 

Production 

868 

921 

688 

630 

837 

1,187 

1,187 

Yield 

2,410 

2,181 

1,869 

1,908 

1,984 

2,101 

2,101 

All-India 

Area 

18,241 

19,139 

19,464 

18,583 

18,010 

20,454 

20,863 

Production 

23,832 

26,410 

24,735 

21,778 

24,104 

28,846 

29,082 

Yield 

1,307 

1,380 

1,271 

1,172 

1.338 , 

MIO 

1,394 


Soars*: Directorate of Booaomicsaad Statistics, ministry of Agricaltunoadliiiyitloa. 
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of purchases it likety 

to & around 35 lakh tnnnet in 
Pnwb^ 10 lakh tonnes in 
Havana and 12 laldi tonnes in 
UwFradesh. There is also 
nee^^ for keeping in readiness, 
to ihake support purchases in 
other states such as Rajasthan 
andSihar. 

When the need is for a policy 
of aggressive support purchases 
to prevent the i^tce of wheat 
from falling below the level of 
the existtog procurement price, 
there is a demand in some 
quarters for a substantial hike 
in the procurement price. As 
the case for an increase is being 
argued on grounds of cost of 
production, this factor ought, 
of course, to be considered. 
But a step-up in the price in 
the present situation carries 
some important implications 
which too cannot be brushed 
aside. 

The latest estimate of cost of 
production generated under the 
Comprehensive Scheme for 


Studying the <3ost of Cuitiva- 
tiun of Principid Crops relates 
to 1976-77 for the state of 
Punjab.* According to this 
estimate, paid out costs amount 
to Rs 58 per quintal and cost C 
udiich covers all items includ¬ 
ing the imputed value of family 
labour and the return to fixed 
capital and land works out to 
Rs 101 per qumtal. In asses¬ 
sing the extent procurement 
price for wheat in relation to 
cost, it needs to be reiterated 
that with the removal of zonal 


*The estimate for Haryana for 1976- 
77 has been reported to be in the 
venfigatory stase; U.O. received in 
this regard from the Directorate of 
Economics & Statistics, ministry of 
Agriculture & Irrigation, government 
of India is appended herewith. 

No study of the cost of production 
for wheat for 1976-77 was carried 
out under the scheme in Uttar 
Pradesh. 

The latest estimate of the cost of 
production for wheat for Madhya 
Pradesh made available to the com¬ 
mission by the Directorate of Econo¬ 
mics & Statistics relates to 1975-76. 
According to this estimate, paid out 
costs work out to Rs 42 per quinta] 
and cost C to Rs 92 per quintal. 


Table II 


riMdrietionft on tiie mter-state 
nKnmiettt of gram on private 
account, the purchases made at 
this price have now unambi¬ 
guously emerged as support 
purchases. And considering 
that the return on investment 
in fixed capital and land is 
already included in the estimate 
of cost C, the magnitude of the 
extra margin that can be built 
into a support price cannot be 
completely dissociated from the 
existing realities of demand for 
the cereal in relation to the 
size of the current crop and the 
stocks with the government. 
(Table VI) 

Here it may be mentioned 
that an increase in the pro¬ 
curement price would either 
infiate the overall subsidy in 
respect of foodgrains envisaged 
at around Rs 450 crores for the 
coming year, or in the alter¬ 
native lead to a corresponding 
rise in the issue price of wheat. 
In a situation when efforts are 
being made to enlarge the con- 


siunption of wlieat througktfae 
food-for^work programme^% 
releasing it at a price low^ 
than the current issue price, 
there would be an oddity in 
raising the issue price itself. 

Likewise, the consideration 
of the appropriate level of the 
administered price for wheat 
cannot be detached from the 
factors which weighed with the 
commission when it recom¬ 
mended the price policy for 
the gram crop of 1977-78 to be 
marketed in the 1978-79 
season. The commission had 
recognised the gravity of the 
production problem in respect 
of pulses in the absence of a 
technological breakthrough on 
the one hand and in view of 
the meagre possibilities of 
importing pulses from overseas 
on the other and deemed it 
advisable to give an edge to 
the price to be assured for gram 
over that for wheat in order to 
help aid the efforts to increase 
irrigated gram acreage and also 


Month-end Stocks of Foodgrains 


(’000 tonnes) 


Month 


1976 




1977* 



1978* 



Rice 

Wheat Others 

Total 

Rice 

Wheat 

Others 

Total 

Rice 

Wheal 

Others 

Total 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

January 

3,661 . 

4,906 

487 

9,054 

6,124 

12,095 

729 

18,948 

6,196 

10,722 

156 

17,074 

February 

4,354 

4,785 

681 

9,820 

6,276 

11,763 

699 

18,738 





March 

4,723 

4,859 

900. 

10,482 

6,249 

11,122 

665 

18,036 





April 

5,127 

5,276 

924 

11,327 

6,046 

10,827 

632 

17,505 





May 

5,128 

9,742 

909 

15,779 

5,898 

13,191 

564 

19,653 





June 

5,112 

11,499, 

904 

17,515 

5,518 

14,637 

462 

20,617 





July 

5,005 

11,588 

847 

17,440 

5,165 

14,379 

363 

19,907 





August 

4,691 

11,599 

787 

17,077 

4.810. 

13,985 

298 

19,093 





September 

4,467 

11,752 

727 

16,946 

4,392 

13,610 

207 

18,209 





October 

4,426 

11,892 

698 

17,016 

4,362 

12,841 

181 

17,384 





November 

4,943 

12,148 

688 

17,779 

5,141 

12,248 

175 

17,564 





December 

5,629 

12,253 

681 

18,563 

5,709 

11,532 

162 

17,403 






Provisional Sonroe : Department of Food, ministry of Agriculture and Irrigation. 
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tAKlltl 
Moatb-«id WMawle Prices 


(Rs per quin!^ 


State/centre 

variety Year 

April 

May 

lane 

July 

Angus! 

: Sep. 

Oct 

No^. 

Dec. 

Jan. 

Feb. 

March 

Bihar (Arrah) 

White 1974-75 

208.00 

188.00 

228.00 

220.00 

NA. 

217.00 

238.00 

209.00 

212.00 

N.A. 

N.A 

NA. 

1975-76 

N.A. 

N.A. 

NA. 

N.A. 

145.00 

150.00 

153.00 

135.00 

135.00 

147.00 

160.00 

130.00 

1976-77 

105.00 

105.00 

108.00 

125.00 

120.00 

125.00 

130.00 

125.00 

145.00 

153.00 

145.00 

150.00 

1977-78 

105.00 

120.00 

115.00 

130.00 

123.00 

129.00 

130.00 

147.00 

144.00 

153.00 

153.00 

— 

Gqlarat (RR{lu>t) 

White 1974-75 

175.60 

182.50 

156.25 

171.25 

205.00 

200.00 

181.35 

195.00 

190.00 

181.00 

182.00 

157.00 

1975-76 

173.00 

175.00 

174.00 

159.00 

165.00 

168.00 

174.00 

183.00 

184.00 

181.00 

122.00 

105.00 

1976-77 

106.50 

106.40 

105.00 

113.85 

115.85 

125.00 

134.35 

135.50 

138.75 

130.00 

125.50 

119.25 

1977-78 

141.25 

134.10 

137.50 

136.25 

124.00 

146.25 

156.50 

183.75 

179.35 

168.75 

158.75 

— 

Haryaaa (Sooipat) 

Dara 1974-75 

112.00 

128.00 

124.00 

128.00 

1.37.00 

150.00 

158.00 

159.00 

174.00 

180.00 

181.00 

147.00 

1975-76 

113.00 

122.00 

115.00 

IIO.CK) 

106.00 

109.00 

106.00 

104.00 

114.00 

119.00 

106.00 

105.00 

1976-77 

103 00 

102.00 

102.00 

107.00 

105.00 

108.00 

97.00 

100 00 

N.A. 

131.00 

125.00 

127.00 

1977-78 

110.00 

110 00 

no 00 

112 00 

no. 00 

114.90 

112 00 

113.00 

127.00 

130.00 

130.00 

— 

Himachal Pradesh (Maadi) 

Dara 1974-75 165 00 

160.00 

1.55.00 

160.00 

170 00 

184.00 

iKO m 

175.00 

182 00 

176.00 

173.00 

172.00 

1975-76 

160.00 

152.00 

154.00 

153 00 

155.00 

152 00 

15.3.00 

148.00 

150.00 

160 03 

170 00 

168.00 

1976-77 

165.00 

135.00 

1.30 OO 

134.00 

133.00 

134.00 

136.00 

135.00 

1.36.00 

142.00 

143.00 

148.00 

1977-78 

N.A. 

118.00 

129.00 

131.00 

130 00 

129.00 

N.A. 

N.A. 

150.00 

147.00 

N.A. 

— 

Madhya Pradesh (Indore) 

Pissi 1974-75 165.00 

173.00 

195.00 

193.00 

190.00 

203 00 

215.00 

188.00 

190.0 

189.00 

188.00 

175.00 

1975 76 

170.00 

185.00 

N.A. 

N.A. 

160 OO 

133.00 

1.30 00 

138.00 

137.00 

130.00 

111.50 

113.50 

1976-77 

115.00 

125.00 

132.00 

135 00 

143.00 

148.00 

148.00 

135.00 

152.00 

145.00 

160 00 

150.00 

1977-78 

148 00 

148.0 

152 00 

152.00 

152 00 

152 00 

145 00 

150 00 

180.00 

175.00 

168.00 

— 

Maharashtra (Aurangabad) 

Bansi 1974-75 184.00 

180.00 

184.00 

193.00 

195.00 

N.A. 

J85.00 

218.00 

215.00 

225.00 

212.00 

188.00 

1975-75 

200 00 

193.00 

193.00 

189.00 

208.00 

183.00 

213.00 

193.00 

213.00 

230.00 

145.00 

128.00 

1976-77 

137.00 

134.00 

143.00 

157.00 

150.00 

150.00 

160 00 

162.00 

175.00 

145.00 

150.00 

146.00 

1977-78 

140.00 

143.00 

145.00 

142 00 

148.00 

155 00 

160.00 

165.00 

190.00 

163.00 

171.00 

— 

Pnitiab (Anvitsar) 

Dara 1974-75 

115.00 

107.00 

115.00 

119.00 

115.00 

126.00 

108.00 

122.00 

124.00 

120.00 

114.00 

114.00 

197^76 

110.00 

105.00 

117.00 

113.00 

113.00 

115.00 

114.00 

123.00 

129.00 

132.00 

123.00 

125.00 

1976-77 

115.00 

105.00 

105.00 

103.00 

95.00 

86.00 

110.00 

107.00 

N.A. 

129.00 

128.00 

128.00 

1977-78 

110.00 

109.00 

109.00 

112.00 

110.00 

112 00 

115.00 

128.00 

132.00 

130.00 

131.00 


Sajasthan (Ganganagar) 

Kalyan 1974-75 118.25 

129.05 

137,. 50 

138.05 

163.80 

204.00 

199.00 

201.00 

192.00 

201.00 

188.00 

188.00 

1975-76 

167.00 

155.60 

146.00 

145.00 

139.00 

137.00 

126.00 

138.00 

142.00 

132.00 

105.00 

111.00 

1976-77 

104.00 

104.60 

106.75 

109.00 

105.00 

83.00 

107.00 

108.00 

117.00 

131.10 

127.00 

120.00 

1977-78 

95.00 

109.00 

112 00 

112.30 

117.00 

115.60 

111.35 

127.00 

141.00 

128.00 

130.00 


Uttar Pradesh (Bahraich) 

White 1974-75 150.00 

140.00 

148.00 

175.00 

178.00 

175.00 

170.00 

150.00 

150.00 

157.00 

182.00 

150.00 

1975-76 

150.00 

134.00 

135.00 

135.00 

135.00 

110.00 

110.00 

108.00 

106.00 

107.00 

105.00 

105.00 

1976-77 

100.00 

82.00 

87.00 

88.00 

85.00 

81.00 

90.00 

87.00 

112.00 

120.00 

120.00 

112.00 

1977-78 

110.00 

110.00 

106.00 

115.00 

110.00 

115.00 

118.00 

120.00 

130.00 

135.00 

134.00 

— 


NA — Not available 
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i^IttsiaD* whicli • oom- 
p|nt^ iadyPiitage iailu) pro- 
dlotkm ef pmni. In the 
nwanm, tbeo^the adainisteted 
for wheat is now enhanc¬ 
ed, it would neutralise the edge 
given to the price of gram, 
and ifthis edge is sought to 
be maintained, it would call 
fora forthor increase in the 
support price for gram. Here 
it may be pointed out that the 
retail price of gram dal in the 
lean months corresponding to 
the existing support price for 
gram approximately warks out 
td between Rs 223 and Rs 233 
per quintal, whereas the aver¬ 
age market price of dal in the 
lean months of 1977-78 ruled 
at Rs 232 and Rs 265 per 
quintal in the important pro¬ 
ducing states of Madhya 
Pradesh and Uttar Pradesh res- 
pectivdy. Considering that 
the efforts to increase the pro¬ 
duction of gram as indeed of 


ptiier poises are heiiig made to 
hshpt dosna their high ruling 
marleet prices, how little is the 
'•cope for pushing up the level 
of she floor for the price of 
gram btioomes obvious. 

In view of the foregoing, the 
commission recommends that 
the procurement price for all 
the varieties of wheat in the 
diflbrent states for the 1978-79 
marketing season be maintained 
at Rs 110 per quintal.* 

As regards incentives for 
increasing the production of 
wheat, the emphasis has to be 
not on attracting more acreage 
under the crop but on yield 
increasing measures such as 
the extension of fertiliser use. 
In this context, it may be 
pointed out that the prevailing 
ratio between the price of N 
and the administered price of 
wheat at around 3:1 cannot be 


ooosidend uttfavouraUe. What cation is cnrrentiy very iow. | 
is^ieeded is an expansion in This would not only raise the| 
iitigational facilities to wheat per hectare yield by encourag-1 
areas on which fertiliser appli- ing fertiliser use but also widen ]: 


Table IV \: 

Wheat : Procurement j. 

(’000 tonnes) ^ 



Marketing season (April to March) , 

State 

1971- 

1972- 

1973- 

1974- 

1975- 

1976- 

1977- 


72 

73 

74 

75 

76 

77 

78* < 

Bihar 

13 

2 

50 

2 

51 

101 

11 

Gujarat 

53 

1 


21 

17 

137 

. 

Haryana 

709 

818 

586 

249 

433 

907 

908 

Jammu & 








Kashmir 

16 

27 

19 

7 

19 

15 

8 

Madhya Pradesh 

50 

65 

192 

124 

138 

274 

11 

Maharashtra 

— 

— 

11 

20 

55 

21 

6 

Punjab 

2,938 

3,179 

2,707 

1,083 

2,361 

2,942 

3,234 

Rajasthan 

154 

46 

146 

127 

185 

474 

123 

Uttar Pradesh 

1,145 

843 

816 

319 

790 

1,712 

953 

West Bengal 






18 

— 

AIMndia 

5,101 

5,006 

4,531 

1,955 

4,049 

6,602 

5,165 


fChaudhurj Randhir Singh, fnerober, * : Relates to the period April, 1977 to February, 1978 

is of the viw that the procur^nt Source : Department of Food, ministry of Agriculture and 
price should be raised to Rs 120 per t • 

quintal. Irrigation. 


Table V 


Public Distribution of Foodgrains 

(000 tonnes) 


Month 



1976 



1977* 



1978* 


Rice 

Wheat 

Others 

Total 

Rice 

Wheat Others 

Total Rice 

Wheat 

Others Total 

1 

2 

3 

4 

5 

6 

7 

8 

9 10 

11 

12 13 

January 

233 

444 

29 

706 

343 

564 

48 

955 339 

735-1-117 

40 1,114 1-117 

February 

196 

441 

30 

667 

342 

607 

47 

996 



March 

229 

390 

18 

637 

390 

623 

52 

1,065 



April 

238 

336 

29 

603 

377 

462 

50 

889 



May 

252 

322 

38 

612 

380 

407 

67 

854 



June 

289 

281 

5§ 

628 

396 

384 

105 

885 



July 

330 

410 

70 

810 

433 

459 

98 

990 



August 

420 

489 

65 

974 

447 

516 

100 

1,063 



September 

408 

511 

55 

974 

433 

519 

86 

1,038 



October 

376 

463 

40 

879 

394 

506+11 

59 

959+11 



November 

• 369 

460 

41 

870 

355 

568+51 

27 

950+51 



December 

303 

468 

43 

814 

370 

614+74 

49 

1,033+74 



Total 

3,643 

5,015 

516 

9,174 

4,660 ( 

6,229+136 

788 

11,677+136 




*Provi8ional -i-Quantity of wheat returned to Russia against loan 

Source : Department of Pood, ministry of Agriculture & Irrigation. 
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the scope for multi^ cropping Mote b#^lM|udjltri 

thereby enhancing the total Rantlhlr Sl||ll, Riombor 
farm income of the cultivating : 

families^ which is sought to be Agriculture i|fust be made to 
achieved. Side by side, in the function like 'n key industry 
irrigated areas where fertiliser and treated a$^:inich if we are 
application is relatively high, to feed our pedple squarely and 
the efficiency of fertiliser use attain self-reliiace in its raw 
needs to be increased by material projections and 
achieving the desired balance potential. It will be to our 
in the application of different nation's great despair, nay 
fertilisers. As for the price of peril, if by inadvertence we 
wheat realised by the growers, reduce farming into an un- 
tbe improvement should economic proposition for our 
emanate from an expansion in cultivators, 
the effective demand for the A preponderant majority of 
cereal via an increase in the our farming community corn- 
income levels of the poor prises of small and marginal 
through the employment- farmers who eke out their living 
oriented development pro- just by making both ends 
grammes. meet. By and large, most of 

(Dharm Narain and them suffer from chronic and 
Smt. R Thamarajakshi) grinding indebtedness. Crops 

Table VI 

Estimates of Cost of Cultivation/Production and Related 
Data for Wheat 


Item 

Madhya 

Pradesh 

1975-76 

Punjab 

1976-77 

Cost of cultivation per hectare (Rs) 

A» 

677.38 

1,529.08 

A, 

677.38 

1,631.49 

B 

1,115.01 

2,403.04 

C 

1,288.99 

2,611.89 

Yield per hectare (quintals) 

12.30 

22.74 

Value of the main product 

per hectare (Rs) 

1,275.41 

2,525.13 

Value of the by-product per 

hectare (Rs) 

157.23 

306.28 

Cost of production per quintal (Rs.) 

A, 

42.12 

53.77 

At 

42.12 

58.27 

B 

77.70 

92.20 

c 

91.85 

101.39 


Nold: 1. The estimates are provisional. 

2. Cost of production per quintal is obtained by dividing the 
cost of cultivation per hectare (net of the value of by-product) 
by the yield per hectare* 

3. Cost Ai pertains to the paid-out costs or expenses incurred in 
cash and kind on material inputs, hired human labour, bullock 
and machine labour (both hired and owned), etc. When rent 
for teased-in land is added to Cost Ai one gets Cost As. i.e. 
paid'Out costs of a tenant cultivator. Cost fi is obtained with 
the additipn to Cost As of imputed rental value of owned iand 
and interest on owned capital, and Cost with the further 
addition of the imputed value of family labour. 

4. The above estimates are based on the data collected under the 
Comprehensive Scheme for Stuying the Cost of Cultivation of 
Principal Crops. The field data were collected by the 
Jawaharlal Nehru Krisbt Viswavidyalaya, Jabalpur in Madhya 
Pradesh and Punjab Agricultural University, Ludhiana in 
Punjab. 


iteied witii fte ot ttefr dtfmiiMp.Uito.1te 
.ftftMM’aie. kfMjtfdjr vitftte 
te liuiuai oalamidw (w .by. UiMetiddM, 
baiistom recently), p^, meM, notacUaery/ leedit Ute 
rodents and sdutt not; ether essential commckditiM of 

emaciated purchasing capacitr the cultivators da^y use. Thia 
poor peasantry is usually could be ihade poSsiUe only if 
equated with rural casual the terms of r^euce of the 
labour, industrial -labour Agricultural Prices Commis* 
having meticulous edge over sion are expanded or modified, 
ttiem in job security, civic as the c^ may be, and the 
amenities and incentives like case brought within the vrxrtex 
bonus, overtime, etc. of its adjudication. 

A sizeable section of margi* According to popular adage 
na] farmers subsists below wheat is red because it sucks 
poverty line and the restare poor farmer’s blood in the 
periphe^ ca^. Their un. form of incessant hard toil 
economic holdings are more of and heavy investment. Being 
a status symbol than a source mainstay of the formers econo* 
of substantial income. Popuia* my fg wheat surplus states, 
tion explosion, coupled with i am strongly of the view that 
existing laws of inheritance the present price of wheat at 
and succession are operative r, 110 per quintal is inade* 
factors for further fragments* quate. In Punjab with bonus 
tion and fractionalisation of incentives the formers were 
such holdings. Severe cons* receiving roughly Rs 113 per 
traints of credit and invest* quintal, 
ment result in low yields there* ..... 
from. An unremunerative price . Production costs of wheat 

at that, adds fuel to the fire. «“ »»» 

quintal as worked out under 

While formulating pricing the Comprehensive Scheme 
policy, our long term objec- for studying the Cost ofCulti- 
tive, inevitably, is to promote. yation/Production of Principal 
social good and extend econo- elating to 1976*77 for 

mic justice to farmers. They jhe state of Punjab, do not 
should be able to garner a delude risk element and farm 
pri<* which protects their management costs, As such 
basic interests and augments these costs arc not on all fours 
their purchasing capabilities. fujjy comprehensive till this 
This should not tant^ount jacuna persists. In view of the 
to killing a goose which lays above and allowing for risk 
the golden eggs. element and farm management 

The government must take a cost, I am of the view that the 
vital policy decision maintain* procurement price ' of wheat 
ing parity between prices of for the ensuing season be fixed 
agricultural and non-agricul* at Rs 120 per quintal. An 
tural commodities in order to increase to that extent may be 
generate and reinforce farmers subsidised by the government 
investment capacity in agri* in favour of the vulnerable 
culture, enhance per unit pro* sections of consumers to negate 
ductivity and ensure them advene effects, if any. 
equitable return. Risk factor _ ... 

and farm management margins ^ 

will also have to be provided **®**<l above, I agree with the 

repbrt of the commission. 

The Agricultural Prices (Quudhrl Randhir Singh) 
Cotiunission has no powen to Mar^ 16,197g 
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In Haii^ono oiid l^uitfjKb for ttff-WModo 
byl!tho biroetoralo of CeonoMle* ft 



The directorate has com* 
pt^ed the analysis of data on 
cost of cultivation/production 
of wheat in Punjab and Haryana 
during the I976<77 crop season i. 
Statements showing the state- 
level estimates' of cost of cul^ 
ttvation;per hectare, yield per 
hectare and the cost of produc¬ 
tion per quintal are enclosed. 
The. following table shows the 
comparative position regarding 
the cost of cultivation per 
hecUlre, yield per hectare and 
cost of production per quintal 
in respect of these two states 
from 1971-72 onwards : 


Costs pf alii inputs, except of 
fertilizer, are hij^er in Haryana 
as compared to those of Punjab 
during 1976-77, The wages 
paid tb attached farm servants, 
maintenance cost of bullocks, 
hiring rates of tractors are also 
found to be. higher in Haryana 
than in Punjab. Even the 
average value of capital assets 
of the farmers in Haryana has 
been reported to be higher 
than that in Pubjab. In fact, 
the entire structure of cost 
has undergone a complete 
change in 1976-77. 

During 1976-77, the total 


Year 


Cost of cultiva- Yield per hectare Cost of produc¬ 
tion per hectare (Qtl) tion per quintal 

(Rs) (Rs) 


Haryana Punjab Haryana Punjab Haryana Punjab 


1971-72 

1266.10 

1769.25 

20.98 

26.43 

49.53 

59.71 

1972-73 

— 

1650.54 


22.66 


67.10 

1973-74 

1572.44 

2037.14 

17.00 

24.87 

74.83 

74.34 

1974-75 

2294.34 

2668.65 

21.68 

27.00 

85.65 

87.76 

1975-76 

2396.65 

2632.32 

23.15 

23.11 

83.65 

99.45 

1976-77 

2964.91 

2611.89 

22.49 

22.74 

119.03 

101.39 


It will be seen from the above 
table that cost of cultivation 
per hectare has always been 
lower in Haryana as compared 
to that of Punjab prior to 
1976-77. Cost of production 
per quintal has also been lower 
except during 1973-74 when 
it was about the same in both 
the states. In 1976-77 there 
has been a sudden jump in the 
cost of cultivation in Haryana 
although the yield has shown 
a marginal decline. In 1975-76, 
the cost of cultivation in Har¬ 
yana was lower by Rs 236 as 
compared to Punjab while in 
1976-77 the picture has been 
reversed and the cost of culti¬ 
vation has turned out to be 
higher by Rs 353^ per hectare 
for Haryana as compared to 
that for Punjab. 


cost of cultivation per hectare in 
Haryana has recorded an in¬ 
crease of Rs 568 over 1975-76 
though the yield has marginally 
declined and, as a result, the 
cost per quintal has gone up 
from Rs 83.65 in 1975-76 to 
Rs 119.03 in 1976-77. Such 
increases in cost of cultivation 
were noticed in 1974-75 over 
1973-74 both ill Punjab and 
Haryana when* there was a 
general increase in the prices 
of all the input items including 
fertilizers. But the increase 
in cost in that year was also 
accompanied by a corres¬ 
ponding increase in the yield 
of the grain. 

It may be mentioned in this 
context that the 1976-77 study 
in Haryana is based on a fresh 
sample of 20 clusters (of 60 


Vtttasges and 200 cultivators). 
The earlier main sample study 
was conducted in 1971-72 
fallowed by sub-sample studies 
in the subsequent years up to 
1975-76. The data thrown up 
by the 1976-77 study show 
a much greater intensity in 
cultivation of wheat as com¬ 
pared to the picture available 
from the preceding years* stu¬ 
dies. Inputs like irrigation, 
fertilizer and manures and 
machine labour are reported 
to have been used extensively 
on the sample holdings as 
compared to the years prior 
to 1976-77. These four items 
alone have pushed up the cost 
by Rs 278 per hectare. 

The average dose of fertilizer 
i.e. 78 kgs of nutrients per 
hectare during 1976-77 is the 
highest so far obtained on the 
basis of the data collected under 
the scheme. The previous 
highest was 47.32 kgs per 
hectare in 1971-72. The 
table below shows the con¬ 
sumption of fertilizer nutrients 
(of NPK) in rabi and kharif, 
based on the state govern¬ 
ment's flgures, and also the 
estimated consumption on 
wheat, based on the average 
doses of fertilizer revealed by 
the cost of cultivation study 
and the area under wheat in 
that state ; 


It will be seen that in all the ;; 
years prior to 1976-77 the v 
consumption of fertilizers for 
wheat (based on the Compre¬ 
hensive Scheme) was lower than 
the off-take of fertilizer during ; 
the rabi season (based on state . 
government figmes) except 
during the year 1976-77, when 
it turns out to be much higher 
than the olf-take. Similar data 
for Punjab show that the esti¬ 
mated consumption based on . 
the average fertilizer input 
per hectare under the compre¬ 
hensive scheme was generally 
higher than the off-take re¬ 
ported by the state govern- | 
ment every year. In 1975-76, | 
only 70 per cent of cultivators 
used fertilizer while in 1976-77 
all the sample cultivators are 
reported to have used ferti¬ 
lizer. Similarly, 68 per cent 
of cultivators used hired trac¬ 
tors in 1976-77 as compared 
to 44 per cent in 1975-76, 
There has been a little change in 
the physical, input of human 
labour and animal labour used 
per hectare in the different 
years but the average wages 
of human labour and the main¬ 
tenance cost of owned bullock 
have shown an increase of as 
much as 47 per cent each over 
the previous year which have 
resulted in an increase of Rs 366 
on account of these two items 
of inputs. The sample cul- 



Based on 
state govt, 
figures 

Based on com¬ 
prehensive scheme 
data (Rabi) 

Kharif 

Rabi for 
wheat & 
other crops) 

(For wheat 
only) 

(in *000 tonnes) 

1971-72 

23.54 

58.59 

55.70 

1972-73 

32.34 

61.55 

50.98 

1973-74 

48.18 

66.81 

—. 

1974-75 

26.46 

49.02 

31.35 

1975-76. 

24.75 

72.17 

• 31.80 

1976-77 

40.34 

96.80 

105.05 
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tivators studied during 1976-77 charged on caphal for 

are reported to have capital the year 1976^ has turned 
assets (tractors, pump^sets, out to be higbi^ by Rs 74 per 
threshers etc.) of higher values hectare. 
as compared to the sample In view of thei^lhangcs noticed 
;; cultivators studied during 1975- in the entire structure of cost 
76 and as a result the interest in the case of Haiyana in 1976- 


Estimate of Cost of Cnltivation/Production And Related 
Data for Wheat; 1976-77 



Haryana 

Punjab 

Cost of cultivation per hectare (Rs) 

A« 

1566.91 

1529.08 

At 

1630.53 

1631.49 

B 

2418.54 

2403.04 

c 

2964.91 

2611.89 

Yield per hectare (quintals) 

22.49 

22.74 

Value of the main product per hectare(Rs) 

2473.03 

2525.13 

Value of the by-product per hectare (Rs) 

287.78 

306.28 

Cost of production per quintal (Rs) 

A, 

56.87 

53.77 

A* 

59.70 

58.27 

B 

94.74 

92.20 

c 

119.03 

101.39 


Notes: 1. Cost of production per quintal is obtained by dividing the 
cost of cultivation per hectare (net of the value of by product) 
by the yield per hectare. 

2. Cost Ax pertains to the paid-out costs or expenses incurred 
in cash and kind on material inputs, hired human labour, 
bullock and machine labour, both hired and owned), etc. 
When rent for leased-in land is added to Cost Ai, one gets 
Coat Aa, i.e. paid out costs of a tenant cultivator. Cost B is 
obtained with the addition to Cost As of imputed rental value 
of owned land and interest on owned fixed capital, and total 
cost, i.e. Cost C, with a further addition of the imputed value 
of the family labour. 

Material and Labour Input Per Hectare of Wheat: 1976-77 


Item 

Unit 

Haryana 

Punjab 

Seed 

(Kgs) 

108.56 

89.13 

Fertilizer 

(Kgs of Nuterients) 

77.87 

119.08 

Manure 

(Qunitals) 

8.18 

8.97 

Human labour 

(Hours) 

595.61 

461.76 

Animal labour 

(Pair hours) 

128.24 

92.60 
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7 }, it Mans doskalde to have com eSMmaoniacISSfSr 

a^ltofoo^ into 0ie basic 77 ia 

4atn;l^o» thcM estiouMs can. and. Pui^. 

he fiiiaUwd. For this imrpoM. pIOvisioi^^t ' . .' i 

the estimates are beiof renbfd 

to the implementing agency No study on wheat was con. 
for further verification of data, ducted in UP during 1976-77. 


Breafc-qi of Cost of CuKivation per Hectare of Wheat: 1976-77 

(Rs per hectare) 


Cost items 

Haiyana 

Punjab 

Operational Cost 

2041.71 

1677.56 

Human Labour 

Casual 

71.85 

200.97 

Attached 

73.88 

57.22 

Family 

546.37 

208.85 

Total 

692.10 

467.04 

Bullock Labour 

Hired 

1.97 

0.20 

Owned 

425.51 

250.88 

Total 

427.48 

251.08 

Machine Labour 

Hired 

105.25 

60.77 

Owned 

61.07 

91.33 

Total 

166.32 

152.10 

Seed 

139.83 

120.97 

Fertilizer and Manure 

Fertilizer 

292.39 

440.96 

Manure 

13.76 

11.50 

Total 

306.15 

452.46 

Insecticides 

_ 

0.01 

Irrigation Charges 

264.52 

181.54 

Miscellaneous Expenditure 

— 

7.86 

Interest on Working Capital 

45.31 

44.50 

Fixed Cost 

923.20 

934.33 

Rental Value of Owned Land 

549.09 

615.78 

Rent Paid for Leased-in I^and 

63.62 

102.40 

Land Revenue, Cesses and Taxes 

10.91 

4.77 

Depreciation on Implements and Farm 

Buildings 

60.66 

. 55.60 

Interest on Fixed Capital 

238.92 

155.78 

Total Cost 

2964.91 

.2611.89 
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^AU these products 
have one thing in common 

Chemicals 


uo^^O O 






Atu? niakes a wide rangt3 
of cheinicais. They have diverse 
uses such os rlic>infc?ct!ny 
wpter. killing selective weeds 
and plan: pc\'>ts. m.-^ktng 
toothpaste and xititoryonii,, 
blcjjchjqg and dyeing textiles 
lefining petsoleum and 
making glass 

The present range 
includes: 

oUlphuric Acid, Oleum 
Choiorosulphortic Acid. Oloun 
G0»i, Hydi’ochioric Acid 30%. 
CausUf. Soda Lye (Rayon 
G'odej, C/iUSiic Soda 
(Rayon Grade)> Poidssiu.m 
Hydroxide Flakes, Liquid 
Chlorine. Phosgene Gar, 
OicrjiciuiYi Phosphate ((.P.?. 
Pnosphofods Oxychloride, 
Pfiosphojcjus Trichloride, 
Sodium Thiosulphate 
(Crystal and Powder) and 
Urethane, 



M 



Jm 



f StLVtn JUMliffl VftAA 
Mti itr? 



' THE ATUl PRODUCTS 1 
ITD. 

AcX\*r;7;sr-;,vr.J 


m THE ATUL PRODUCTS ITD. 

I P.O: ATUL, 0I8T. VALSAO, MN: 386020 (CUJARAT). 

I T«l; 01, 62,03,04. OrMn:*TULA' ATUL. Ttlw: ATUL 8R«0176-2e4 

-25 years of constant endeavour and growth. 






eastern 

ECONOMIST 


APRIL 28. 1978 




\ 


/ 




& 

hCi 


<■ ‘ 






i -1* 






3 


i^y • 


THE DIALOGUE 




BAmRN BCONOMIST 


APRIL 28, 1978 

















•MBSHMTI 

wintHwwvrw m w 

ECONOMIST 

V0L.1i NO. IT APRIL tl,1l1l 
PrletR»a.M 


LMMling AtUcIm 

Wkal aOiBlooM«T IM 

Pfvdiwtlan Caastralnt* KS 

Wm Ik* Last Dafleit Ixaggaratod 7 kU 

talMlallaiieafarCooparativas OS 

CapRftl’k CmMon tn 

Point of Vlow 

Tax Pailey and Olvidand Oaelalana 
In Cwpaiata Otator—Dr O.D- MItra til 

■anagamant Stratanlaa far Mara 

Imgl^mant—K. 8. Ramanuiam tat 

Window on tho World 

Orlflak Radgat: Call far Impiavad 
Oarfamanaa tIB 

Wka Cantrala Priaaa in tha USSR? 

—Alolmantaa Labedlnakaa m 

Oaaliaa In Quality af Ufa In USA tit 

Moving Flngor I4i 


Trsdo Winds 

Subtidies on Exports; 6IIC; 

Foreign Exchange for $tu> 
dents; Bank Credit for Priority 
Sector; indo-Syrian Trade 
Pact; Sate of Gotd by Govern¬ 
ment; FICOM; IDA Assietance 
for Power; HDFC; Indo- 
Beigian Trade; Agreement 
with UNICEF; Custom Duty 
on Auto Parts; NAFEO to Ex¬ 
port Onions; Silo Construc¬ 
tion Project for EPI; Names in 
the News Stt-iu 

Compsny Affairs 

Coromandel Fertilizers; Es¬ 
corts; Cadbury India; Boots 
Company (India); Pfizer: 

Glaxo; Ingersoll Rand; Ceat 
Tyres; Mettur Beardsell; Blue 
Star; Industrial and Agri¬ 
cultural Engg; Rasol Vanas- 
pati; Grindlays Bank; Capital 


and Bonus Issues tiB-tii 

Company Masting 

Hladuulm Luvur Ltd. I4t 

Rseords and Statlsliss 

Pailliig Oatettt Irke ladustry tit 

PM Seuke Working_Arraneuniont 

with Industry and Trade III 

PieCI Resalutlena-im Ot 

PICO Awards-im ttf 

fteCI O SI aa.Saarart 1Wt>1t IM 

S eale- t ae n u n ila PeSey ef danata 
Party Ml 


What a dialogue? 

Tm ANNUAL sesBion of the Pederatimi Indian Chambers of Commerce and Industry 
(FICCI) presents every year an opportunity an open debate between the govem- 
ment on the one hand the industry and trade on the other. This year's session— 
Slst in number—proved to be an exertion. No attempt was made by the prime 
minister, Mr Morarji Desai, who inaugurated the annual meeting, os the othm 
ministers who took part in the three-day session, to answer some of the criticism 
directed at the economic policies of the Janata government. The two sides stated 
their positions, the ministers including the prime minister in a rather aggressive 
manner, and that was that. The grievances listed by the outgoing president of the 
FICCI, Mr B.P. Poddar, in his presidential address brought forth the remark from the 
prime minister that confrontation would not help solve any problem and that then 
was need for a mutual understanding of the basic goals and national priorities. 

Despite his aversion to inaugural functions, the prime minister had agreed to 
inaugurate the 5Ist session of the FICCI “in order not to be dubbed as obstinate”, 
as he put it in a lighter vein. However, he hastened to add that he would not be 
able to inaugurate the next year's FICCI session—a warning signal hoisted 12 months 
ahead of the due date. Incidentally, this also shows his confidence in the stability 
of the Janata government and his unquestioned position in it, despite the recent in* 
fighting that has been witnessed at the highest levels of this year-old government. 

In a way, the FICCI session did serve one purpose; it provided a forum to the 
government and the representatives of industry and trade to put thdr Kspective 
points of view before the public even though they mostly operated at different wav^■ 
lengths. The industry, for example, is extremely worried about the fall in the rate 
of growth in industrial production. Mr Poddar pointed out in his address that the 
production of industrial goods last year would have been hi^er by about Rs tSOO 
crores if the decline m the pace of industrial growth had not taken place. He also 
listed the reasons for ihe drop in the rate of industrial expansion. In fact, a special 
resolution passed by the FICCI categorically stated that power shortage and labour 
unrest had brought down industrial activity in the country and that soon its impact 
would be felt in the agricultural sector as well. What was rather alarming was that 
this slow-down would tend to reduce the capacity of the economy to generate addi¬ 
tional employment opportunities. Unfortunately, the prime minister, Mr Desai, did 
not touch this subject in bis extempore speech. Neither Mr Bijn Patnaik, the central 
minister for Steel and Mines, nor Mr George Fernandes, the central Industry minister, 
made an attempt to explain the causes of the downturn in the rate of industrial acti¬ 
vity; they also did not indicate the st^s currently being taken by the govwnment to 
cut out losses caused by power shortage and labour unrest. However, both Mr Bgu 
Patnaik and Mr George Fernandes mounted an attack on the family ownership of 
business. Mr Fernandes cited some statistics to drive home his point He said that 
in 1976, eight per cent of the companies were responsible for 41.3 per cent of sales 
and 61 per cent of profits after tax. And from these figures he drew the conclusion 
that it was the stranglehold of big business houses which was hampering industrial 
growth. He glibly overlooked the point that these statistics demonstrated the un¬ 
questioned efficiency ofthese companies which tended not only to hasten industrial 
growth and generate employment opportunities but also to fill the coffers of the 
central exchequer through confiscatory rates of taxation. Mr Patnaik, on the other 
hand, was candid enough to concede that the MRTP law was designed to stifle the 
growth of the big business houses without regard to its impact on the overall growth 
of the economy. 

Even after a year-long rule at the centre, some of the ministers have not been 
aMe to get out of the mental grooves in which they opmated for years on end. Take 
the case of Mr Oeoige Fernandes. He seems to ftel that he is still a labour leader 



and that the problem of labour unrest in 
the country can be tackled by talking it 
over with workers..ile therefore sumsted 
at the FICCI sessictt that a snee^^ iit 
workers from all over the country repre¬ 
senting the entire labour force should be 
organised to discuss important economic 
issues so as to bring about an agreement 
on a mutually beneficial policy. Surely, 
dlls is a naive way of looking at a 
problem which is eating into the vitals of 
this country. The large number of labour 
groups in the country and the multiplicity 
of labour unions in individual units 
has baffled not only the managements 
but also the labour ministers both at the 
centre and in the states. Perhaps Mr 
-Fernandes had better talk this problem 
over with his cabinet colleague, Mr 
Ravindra Varma, who despite his best 
efforts has failed to contain labour unrest 
largely because of the intransigent attitude 
adopted by workers. During the emer¬ 
gency, the managements might have been 
harsh to workers. Now the workers have 
definitely swung the pendulum of indus- 
trial relations to the other extreme. No 
amount of discussions across the table 
would bring about harmony in industrial 
relations in the current mood of labour 
unions. 

right to property 

Mr Poddar made a reference to the 
decision of the government to abolish, 
through a constitutional amendment, the 
fundamental right to property which, in 
his view, “is essential for the survival of 
the ba^c rights of the citizen.” The prime 
minister failed to react to this viewpoint. 
Perhaps the Janata government is keen to 
demonstrate that it is more socialistic 
(whatever that word may mean) than Mrs 
Indira Gandhi's government. 

But this was not the only point in Mr 
Poddar's address which remained un¬ 
answered. For instance, his reference to 
the cotton textile industry still being 
burdened with the production of unecono¬ 
mic controlled cloth evoked no comment 
from Mr Desai,. Nor had he any rational 
explanation for the failure of the nationa¬ 
lised coal industry to supply the requisite 
quantity of coal to keep the wheels of 
industry moving. Be that as it may, the 
Janata govmnment cannot simply brush 
aside the ^mplaints of industry and 


tig^. The three-day PICCI session may 
not have proved a good meeting ground 
f<»^a dmlo|tte, ^jtovfen the government 
!||i4uptryalTO^^ade but the dia¬ 


logue must oantkee in the nai^onal 
interest till amicabilip^li^ilNli|^l9lund 
for 4 ^.,.j>|(>itlemil, VrJ^lJ' Tb^vjir^' our 
ecoApar.’-'I .. 




Production constraints 


J£vgN THOUGH the rate of industrial growth 
last year decelerated quite significantly 
to between six and seven per cent as com¬ 
pared to 10.7 per cent in the previous 
year, the production constraints resolu¬ 
tion of the Federation of Indian Cham¬ 
bers of Commerce and Industry (FICCI) 
at its 51 St annual session has called for 
concerted action primarily in two fields, 
namely, power and industrial relations. 
This perhaps has been done owing to the 
situation in regard to the other major 
constraints which used to be talked about 
till about a couple of years ago having 
improved considerably. These include 
raw material shortages and transport 
bottlenecks. 

As a sequel to agricultural produc¬ 
tion registering sizeable increases in the 
last two years and the liberalisation 
effected in the import policy, thanks to a 
comfortable foreign exchange position, 
raw material supplies do not pose much 
of a problem. The performance of the 
railways too has improved substantially 
and wagon availability is not much of a 
headache. Action has also been initiated 
to streamline and rationalise controls on 
the economy. The constraints on indus¬ 
trial production emanating from this 
source should be taken care of during the 
course of this year. Attempts are being 
made to gradually bring down production 
costs through such measures as lowering 
of interest rates and customs duties. 

The above should suggest that the two 
major constraints on production current¬ 
ly, indeed, are inadequacy of power and 
deterioration in industrial relations during 
the post-emergency .period. To some ex¬ 
tent, this.obviously could not be avoided 
with the restoration of democratic norms 
and processes in the country. But it will 
be erroneous to assume that the restora¬ 
tion- of democracy alone has been respon¬ 
sible for the i«^me;yi^ce of th<^ two 


major bottlenecks in the way of raoso^ of 
industrial output: 

So far as power is concerned, it is not 
merely its overall madequacy that is 
affecting the industrial sector. - Thd fre¬ 
quent interruptions in supply are also 
causing serious problems. The power Sup*, 
pjy position is Stated to be jparticulat^ 
acute in the northern region, (hough n 
leaves much to be desired in several othSr 
parts of the country as well. Apart from 
the inordinate delays that have been tak¬ 
ing place in the completion of new powm 
projects, despite improved competence 
in implementing the schemes, two other 
issues are to be contended with on this 
front. The first is the owrriding priority 
being provided to the power requirements 
of the agricultural sector. The second is 
the inadequate utilisation of the installed 
capacity. The transmission losses also 
are unduly high in smne parts of the 
country; they amount to twice as much as 
the global norms. Another major reason 
that has caused accentuation of power 
.scarcity over the years is the grant of new 
connections in utter disregard of the rise 
in generation capacity. The imbalance 
between demand and supply ha.s been 
growing. The situation assumes alarming 
proportionS'Cvery time hydel generation 
suffers a setback a.s a result of drought or 
insufficient rains. 

As regards industrial relations, although 
the increase in the mandays lost due to 
strikes, lockouts, gCMSlow theiics;'OtO» to 
about 16 million in 1977 from nearfy ll 
million in the previous year is not as 
startling as is made Out in certaiii circles, 
taking into cousideratkmithe fact, that^e 
pent-up feelings >of tho working dess, hid 
to find atf expression during ffle-.'pCwt- 
emergency period, yet there are tome, ie^ 
dcncies towards whijidik, eyes, jegnp^.)^ 
.shut. Notwithstmidtng tli^^ the;go- 

vernment .has oategpmeiffly jttdf 
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^Kttitbes -- WitoAMMii tiie 

t|0Bost iB0titIks 0f vjoieneeisgainstoKUMigtf* 
ii(ieiit j^MbttBel.'Inttr-iiaion rivalries hftve 
0t aeoeMattted and fddnstrjai liadBcitty 
Shs'beea ;^ven a jolt, quite- ofteu, ma 
grounds.' Ano^r off-Blioot df 
linioa' rivalries is the exaegeratioa of 
workers* grievances and pitching of their 
daiUfs at high levds in utter disregard of 
econcunib considerations. At some places, 
the strong arm tactics used by certain 
emplojiers have provoked clashes between 
Workers and the security personnel which 
could well have been avoided. 

It, of coarse, is heartening to note that 
the Janata goyernment is not oblivious to 
the havoc that power shortages and labour 
unrest have been causing on the industrial 
fitoot,. Action has already been initiated 
in respect of both these constraints. 

allocation for powor 

With a view to overcoming power short¬ 
age, the allocation for the development of 
power during the current (sixth) Plan has 
been stepped up markedly in comparison 
with the fifth Plan. Currently the gene¬ 
ration capacity aggregates to about 26,000 
MWs. It is proposed to be raised to 
44,500 MWs by 1982-83. The demand for 
power during that year, estimated around 
129 billion units at the consuming end, 
it is felt, will necessitate generation of 
about 167 billion units. If the transmis¬ 
sion losses can be contained within reason¬ 
able limits,' the envisaged 44,500 MWs 
capacity should suffice to eliminate power 
shortages. To tackle the problem of fre¬ 
quent interruptions in supply, the trans¬ 
mission system is being strengthened. 

The raising of the generation capacity 
by 18,500 MWs. in the next five years, 
of courM, .is a challenging task. But it is 
by no means beyond accomplishment. 
Additional capacity to the extent of . as 
modi as 10,500 MWs is already under 
implementation. Adequate finances hav¬ 
ing been allocated ffor.. the completion of 
these .ongoing schemes,, they caq defini¬ 
tely be. expected to materialise. So. far 
as the remainder requirements are con- 
denied, the significant pomt to be notd] is 
that ifiost of the new projects are not only 
to be of much larger standard siae (210 
riian ^ose akeady iastiUled biit 


i^d^riHdiloa has beedloada'rfMr^'gKaitir 
uenwallpitierMjoa in thb ot snptr- 
tbettt^ stations. The SQOr HifW thermal 
stttkm of Tatas has already been cleared; 
Green s^nal has been giv«n lor at ;ie8St 
four super-thermal stations to be set up 
in the public sector. One of these—at 
Singrauli—will fully materia^d by 1^82- 
83. As a result of all this, thd -riiara of 
cents0 geueration in the overdl capacity 
is ex^ctedto go up tO 19^.])ier ewri by 
March, 1983, from about seven per cent 
at present, 

uaaful declatona 

Another veiy significant and usefiil 
decision that has been taken recently to 
expedite creation of new generation capa¬ 
city, is the allowing of imptwts of equip¬ 
ment in case adequate supplies are not 
available from domestic sources. Seve¬ 
ral inter-state disputes over the construc¬ 
tion of hydel stations have also been re¬ 
solved. These ioclude the one relating 
to the Thein dam. The reoent agree¬ 
ment with Pakistan on the Salal dam 
project too should be helpful in expedit¬ 
ing the work on this important scheme. 
The preparatory work on . most of the 
new. projects to be taken up has beoi 
completed in much greater details than 
had been the case in the past. This 
should cut down delay in implementa¬ 
tion. 

The expectations about the additions 
of the ^neration capacity during the next 
five years, thus, cannot be said to be mis¬ 
placed. But it will be presumptuous to 
assume that, during the next couple of 
years, the power supply position will 
ease markedly unless concerted efforts 
are made to improve the utilisation of 
the already Installed capacities. 

.There, indeed, is good scope for im¬ 
proving the operations of the existing 
plants. Several steps have been taken in 
this regard. These include preventive 
maintenance and stocking of adequate 
spares and components for expediting 
repws. But there can be no . denying the 
fact that several malpractices—too 
vmll-known to be dwelt upon here—in 
the distribution field have to be weeded 
out. 

- SomW of the recomittendatioas made 


1^ the PICCT to flictet power shmtagea 
in the immediate future are quite 
cious. Tliese are (i) entrusting of the 
management of electricity undertaking to 
professional managers, (ti) redaction tit 
electricity tariff to induce industry to 
operate during off peak hours, and 
(iii) concerted efforts on the part, of 
the ' iadustry towards avoidance of 
wastages of power. The plea of the 
FICCI that strikes, go-slows and work- 
to-rule agitations should be totally ban¬ 
ned in the power sector, it being an 
essential service, however, cannot be 
e;tpected to evoke much response in a 
democratic set-up, which provides some 
rights to the work-force. The streamlining 
of the machinery for the redressal ct 
workers’ grievances, of course, can be 
helpful to some extent. 

private unite 

The suggestion of the FICXff that power 
generation by private electricity under¬ 
takings should te encouraged and assist¬ 
ed also can be expected to encounter 
resistance because under the Industrial 
Policy Resolution, generation is primarily 
reserved for the public sector. The 
estaUishment of captive units, particular¬ 
ly in industries which consume large 
amounts of power, however, needs to be 
fostered. The exemption granted to 
such units from the excise duty on elec¬ 
tricity generation which has been imposed 
by tbs Finance minister this year, in it¬ 
self is a good inducement for setting np 
captive power stations. Suocess in this 
connection, of course, can be achieved 
only if adequate financial help is made 
available governmental institutions at 



Lei those ot^er sixty retire. Lei the 
younger element finish the fight with 
more verve. 
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reMoaable tenni to thoie who oMy like thi^oouiitry. ESMi olto..Med to tw 
to set up captive feneration facditiei. nu|||s to contain the pcditietd infitimoe on 
The. proposed comprehensive indust* thnindeiiaioa movmneut. The eucrent 
rial relations icfislation should fo a long labj^ unrest in several parts <^the coun¬ 
way in improvtnf the labour situation in try^ly^rently has political overtones. 


Was the last 


The ways and means position of the 
central government had never been so 
comfortable as it has been in the past 
few months. Central government depo* 
'sits with the Reserve Bank stood at the 
unprecedentedly high level of Rs 2759.91 
crores on March 31, 1978, against 

Rs 845.99 crores on April 1, 1977. The 
treads in these deposits in earlier months 
did not give rise to the impression that 
the central exchequer will have an em¬ 
barrassing surfeit of resources in the 
closing weeks of the 1977-78 financial 
year though there was no suggestion at 
any time that the Finance ministry had 
dignity in meeting its commitment. 
Indeed there was no problem in regard 
to the availability of fends at any stage 
as revenues were being collected in ac¬ 
cordance with budget estimates and bor¬ 
rowings through open market loans were 
highly successful. The shortfalls in re¬ 
venue and capital receipts as a result of 
adjustments in excise duties and the re¬ 
fend of a portion of compulsory depo¬ 
sits were more than offset by increases in 
non-tax revenues and larger receipts out 
of small savings and through open mar¬ 
ket loans. 

nominal dafleit 

It was not expected however that it 
would be possible to avoid a large overall 
deficit because of the decision to avoid 
taking credit for the loan in foreign ex¬ 
change to the extent of Rs 800 crores from 
the Reserve Bank. This decision was mainly 
responsible for the enlargement of the 
overall deficit in the revised estimates for 
1977-78 to Rs 975 crores from Rs 84 
crores (budget).. If the non-availability 
of credit for Rs 800 crores in the form of 
rupee counterpart fends by drawing 
down foreign exchange reserves is borne 


leficit 

exaggerated 7 


in mind, the enlargement of deficit is 
technically to Rs 175 crores from Rs 84 
crores. This deterioration in the budget¬ 
ary position cannot be considered signi¬ 
ficant in view of the fact that total bud¬ 
getary disbursements were Rs 16,344 
crores (revised)! 

main quaatlon 

The question now is whether the 
accounts for 1977-78 will disclose a funda¬ 
mentally different position. At the end 
of January this year central government 
deposits stood at only Rs 82.63 crores. 
Ibeyhave shot up by nearly Rs 2,000 
crores in a little over two months. How 
this bulge has taken place has not been 
satisfactorily explained. In view of the 
comfortable ways and means position the 
Reserve Bank did not effect reissues of 
loans of the central government in the 
first quarter of this year as it did in the 
corresponding period in 1977. The non¬ 
floatation of loans however did not per- 
dude the government from getting ad¬ 
ditional resources as the scheduled com¬ 
mercial banks were experiencing diffi¬ 
culties in finding remunerative outlets 
for their fends. With a tame busy season 
and a fast rise in bank deposits there 
were investible funds. 

As the centre had also maintained some 
parts of its resources with the banking 
system and these were transferred to the 
Reserve Bank account in the dosing weeks, 
there was a sharp rise in centre’s deposits on 
March 31, 1978 as stated above especially 
as there were tax collections and fresh in¬ 
vestments ia treasury bills. In view of these 
developments it can be said that thegovem- 
ment is not anxious to issue terminable 
loans in order to save interest charges. 
The. required fends, were nevertheless 


availahle becMise iOf the poihpulsiiMt jfet 
banks to invest hi ttoMury Mils. I^a .fe 
Miiinusnalfeatoreifor die betdeing;^ 
tonmi'a time when it would have been 
extremely preoccupied with expanshmiof. 
credit for meeting seasonal requiretnents. 
Apart from die slower demand fmr . fends 
the centre also was keen to reduce out¬ 
standing food credit by using part of the 
budgetary resources for. this pui^toM. 
This is tte reason why outstanding pro¬ 
curement credit extended by sriieduled 
commerdal banks on March 31,1978 was 
lower as compared to April 1, 1977, even 
though buffer stocks were higher on 
balance. 


denting debt 

Even with the large disbursements in 
the past few weeks central government 
deposits stood at Rs 2435.98 on April 7, 
1978. It is unthinkable that this large 
amount will be spent by the first week of 
May through payments against outstand¬ 
ing bills. There may of course be liberal 
assistance to state governments as the 
budgetary deficit of many states were siz¬ 
able and the overdrafts of all states with 
the Reserve Bank on March 31 were quite 
high at Rs 290.43 crores. There was 
further rise under this head to Rs 520.30 
crores on April 7, 1978. Even granting 
that about Rs 400 crores may be utilised 
by the centre for wiping out state over¬ 
drafts and about Rs 700/800 crores will 
be used for making “payments,” as was 
done in the corresponding period last 
year, centre's deposits are likely to be 
around Rs 800 crores in the first week of 
May unless there are cancellations of 
earlier ad-hoc securities in the meantime. 
Incidentally the increase in the floating debt 
to Rs 8619 crores from Rs 5037 crores, bet¬ 
ween March 31,1977 and January 27, 1978 
was mainly on account of banks, their 
share in the floating debt rising by Rs3064 
crores to Rs 4207 crores. The Reserve 
Bank's share was higher by only Rs 185 
crores at Rs 3451 crores, and as compar¬ 
ed to April I, 1977'there was actually a 
decline of Rs 140 crores. What do these 
changes connote? 

It is hard to believe that the banking 
system wpidd have invested Rs 3064 crorr 
es on their own account especlidly when 
the cash balances with the Eoserve Bank 


gARMN ■ooMtofiar 
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l!^ lemrded a decljoe ta tho same 
isiriipd. Ilbare ffitBt Imve been oOer ad^ 
j^tiBMtawbicihbaveipedal siioificanoe. 
vihatevcr may be the fioal changes, the 
cannot be disputed that the centinkt' 
b^get tevised estimates presented an 
unduly dismal picture and gave rise to the 
criticism that there had been heavy 
deficit financing ndth its adverse conse. 
qumioes. If the above prognosis is correct 
the accotmt should disdose only a small 
overall ctefidt for 1977-78 and it may 
not be surprising even if there is a mar¬ 
ginal surplus. 

It has always happened in the past that 
the actual deficit has been less than the 
revised and budget deficits for a parti¬ 
cular year except on peculiar occasions. 
In 1976-77 the budget deficit was Rs 328 
crores and the revised deficit Rs 425 
crores while the actual deficit was only 
Rs 134.68 crores. In 1975-76 these defi¬ 
cits were Rs 247 crores, Rs 490 crores 
and Rs 367.50 crores respectively. In 
the two previous years there were no 
similar movements in the centre’s depo¬ 
sits or the floating debt. And, central 
government deposits did not rise to the 
levels of March 31, 1978 at any time in 
recent memory. 

innxeuaablo shortfall 

The wide divergence between revised 
estimates and actuals for 1977-78 should 
be due to an improvement in revenue 
and capital receipts and a sharp decline 
in Plan outlay. The centre failed to 
make good use of available resources 
though the states were helped to fulfil 
their responsibilities to a great extent 
only with liberal aid. Even so it is likely 
that the Plan targets were not exceeded. 
The shortfall in the central sector is in¬ 
excusable as there was no dearth of phy¬ 
sical or financial resources. 

It is therefore imperative that strenuous 
efforts are made in 1978-79 to step 
up plan outlay as an improved budgetary 
position for 1977-78 sho^d help the ex¬ 
chequer to act boldly. The question of 
deficit-financing will arise only later in the 
year, when available resources have been 
fully utilised. Even here the punitive tax 
efibrt ofMr H.M. Patel and the scope 
for borrowing heavily from banks will 
not necessitate creation of currency at any 


stage. The changes in the ciei^ai govern- 
medt deposits in the next Ibw weeks have 
therefore special significance. As there 
is also scope for raising resources through 
gold sales, an accentuation of inflationary 
pressures will come about only with in¬ 


flationary spending and failure to elimi¬ 
nate scarcities of vital products as and 
when they arise, through higher produetkm 
and larger imports. The new opportunity 
for ambitious economic development 
should not be missed. 


Seif-reliance for cooperatives 


The PRe-BMiNaNT place provided in the 
sixth five-year Plan to the development of 
agriculture and the decentralised industrial 
sector warrants accelerating the growth of 
cooperatives in the country. In a demo¬ 
cratic set-up, they have the merit of com¬ 
bining freedom and opportunity for the 
small entrepreneurs with the benefit of 
large-scale management and organisation. 
It, therefore, is not surprising that a good 
deal of thought was bestowed last week, 
at an all-India congress organised in New 
Delhi by the National Agricultural Co¬ 
operative Marketing Federation of India 
(NAFED), on the problems facing the co¬ 
operative movement. 

Notwithstanding the fact that efforts at 
fostering cooperatives came to be made 
over SO years ago and considerable pro- 
gress has been achieved on this front since 
independence, not only in the geographi¬ 
cal spread of cooperatives but also in 
respect of their activities, it will be 
erroneous to assume that all is well with 
the movement. A review presented to the 
last week’s congress suggests that co¬ 
operatives still suffer from many weak¬ 
nesses and that their success is confined 
only to some states and in regard of some 
of their operations. 

•xpandwd aetivitius 

• 

Starting with provision of credit to the 
vulnerable sections of the rural society, 
cooperatives in this country have branched 
into various other fields. In the interest 
of protecting the small entrepreneurs, 
whether in agriculture or industry, they 
have taken to supply of inputs as well the 
processing and marketing of agricultural 
and industrial products. Th^ have also 
embarked upon the sate of some essential 
items of consumption with a view to con¬ 
taining tlte prices spiral. In fact, besides 


provision of credit, these are the thiee 
main activities they are expected to under¬ 
take in an increasing measure in the 
future. 

multipliwd number 

With the growth of their activities, the 
number of cooperatives has multiplied 
fast. A three-tier system has been evolved 
to strengthen their operations at the 
primary, state and netional levels. But 
the main weakness they suffer from is 
their excessive dependence on the govern¬ 
ment. This is evident from the fact that 
their success in two major fields—provi¬ 
sion of agricultural and industrial inputs 
and the marketing of products—they have 
to depend to an overwhelming extent on 
governmental policy. Bulk of the supply 
of agricultural inputs by cooperatives to 
the farmers is accounted for by chemical 
fertilisers, improved seeds, pesticides and 
insecticides. This is because the govern¬ 
ment has been deliberately channeling to 
the extent possible marJ^ing of these 
inputs through cooperatives. In the 
marketing of farm products, the progress 
has been spectacular only in areas where 
cooperatives have been made the agents 
for procurement, for instance, of wheat, 
cotton and paddy. In the case of oilseeds, 
the NAFED has been allocated a major 
role; so also in respect of stabilising the 
prices of pulses, onions, potatoes and 
seedlac. 

As a result of the above, white the pro¬ 
gress of cooperatives has been quite 
impressive in such states as Punjab, 
Haryana, western Uttar Pradesh, Maha^ 
rashtra and Oujarat, it leaves much to be 
desired in the other parts ofithe country. 
In such states as Maharashtra, Oiyarat 
and Tamil Nadu, cooperative have also 
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succeeded to a significant extent doe to 
such factors as general consciousness 
about the benefits accruing from them 
due to their going into the manufacture of 
sugar, dairy development and the hand- 
loom sector. Another shining example of 
the success of cooperatives is the Indian 
Farmers* Fertilisers Co-operative which 
has already set up sizeable fertiliser manu¬ 
facturing facilities in Gujarat and is put. 
ting up a large-sized similar project at 
Phulpur, in Uttar Pradesh. It has further 
plans to extend its activities in the near 
future. 

manufacturino activity 

Cooperatives have also gone in for pro- 
cessing and manufacturing activities in the 
case of fruits and vegetables, oil and dal 
milling, paddy husking, etc, in several other 
states. They have as well made consider¬ 
able headway in the plantation industry. 
But all this does not alter the picture very 
materially. On their own, they have been 
able to embark upon their useful activities 
comparatively on a limited scale. To 
some extent, this is due to their becoming 
adjuncts of the governmental policy, which 
function, of course, has been, by and 
large, performed by them fairly creditably. 
Undertaking of agency work on behalf of 
such governmental undertakings as the 
Food Corporation of India, the Jute Cor¬ 
poration, the Cotton Corporation, etc, 
invariably has meant neglect of their other 
activities and has also led to financial 
stringency. 

The organisation of the marketing of 
agricultural and industrial products on 
their own has been another major weak¬ 
ness of cooperatives. In the agricultural 
field, nearly 30 per cent of the primary 
societies, it is repotted, are not at all 
engaging themselves in this task. Excessive 
dependence on government has also led 
to the share of the primary societies in 
agricultural marketing going down in 
recent years in comparison with the state 
level and national bodies. Another major 
reason for this phenomenon is that where¬ 
as the stite level and national organisa¬ 
tions have been able to provide storage 
and processing facilities, the primary 
societies have not been able to do so 
unless active support was available 
to them from these organisations. This 


supj^tt has been available only in some 
stat^ and not everywhere in the country. 

Hie overall financial resources available 
to cooperatives have been yet another 
major constraint in extending their activi¬ 
ties. The resources they have at present 
are said to be just sufficient to meet the 
growing requirements of their distribution 
activities in respect of agricultural inputs 
and consumer articles, and in some cases, 
procurement of foodgrains, wherever the 
scheme of procurement is in operation. 
The manning of cooperatives too leaves 
much to be desired at present. The key 
personnel for them are very frequently 
drawn from government services on depu¬ 
tation and no concerted efforts have been 
made to create a trained cadre of coope¬ 
rators. Instances of malpractices in co- 
operatives are also not wanting. 

The development of a healthy coopera¬ 
tive movement to fulfil the tasks being 
entrusted to it under the new planning 
strategies, therefore, is not going to be an 
easy proposition. Whereas governmental 
support to the operations of cooperatives 
has to be continued for some time, every 
effort ought to be made to make them self- 
reliant as expeditiously as possible. This 


Exactly three months after the first instalment of 
progressive de-control of textiles, the Government 
of India have now come forward with another big 
instalment of de-control. Although certain vestiges 
still remain, chief among them being the conti¬ 
nuance of regional quotas, cloth control has been 
for all practical purposes well and truly buried. 
There is a certain melancholy comfort in the fact 
that when last year-end the Government's pro¬ 
gressive policy of de-control was examined in the¬ 
se columns, we foresaw certain adverse conse¬ 
quences which have all come to materialise. With 
regard to both food and cloth we suggested that 
the shortage was real and acute and that the with¬ 
drawal of controls would therefore not be effective 
in establishing an equilibriam between demand 


warrants the creation ofa ca^ of dedioa^ 
ted cooperators tikrougb intensive trainiiif. 
DepdliUcalisatioii ,c^ the movement also is 
urgently called for in many parts of ^ 
country. 

With a view to stabilising their opera¬ 
tions on a long-term basis, especially in 
the marketing field, it will be desirable 
that a specific role is assigned to coopera* 
lives instead of calling upon them in times 
of emergencies to undertake procurement 
or marketing operations. Ad hoc direc¬ 
tives need to be avoided. 

Cooperatives must now also go in for 
processing and manufacturing activities on 
an ambitious scale so that they can have 
their own dependable sources of supplies. 
Till these operations grow significantly, 
they should be helped to arrange 
adequate supplies from the other units, 
both in the public and private sectors. 
When production surpluses are there, they 
may not experience any diflicully in 
arranging supplies. But difficulties do 
arise in times of shortages when the role 
of cooperatives assumes heightened 
importance. Co-ordination among, the 
various layers of coperatives has to be 
made much more effective than at 
present. 


and supply on a basis of reasonable prices. This in 
fact is what has happened and it is the sharp rise 
in cloth prices following the partial de-control 
announced on January 20 which provides the rai¬ 
son de'etre behind the latest announcement of the 
Government. 

The central provision of that statement is the 
abandonment of the gentleman's agreement bet¬ 
ween the Government and the industry whereby 
the latter bound itself at the time of the partial 
de-control of January 20 to maintain reasonable 
prices on a voluntary basis. The voluntary price 
marking of cloth has now been abolished. This 
is an aliqost inevitable result of the previdUng 
conditions in the piece-goods market. 
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CORRIDORS 


R. C. Ummat 


New orientation to farming • Coal movement 
RITES' progress • Oil refining 


Thb comfortable food supply position in 
the country at present, not only resulting 
from a sizeable buffer stock that has al¬ 
ready been built but also from the sharp 
increase in production during the current 
agricultural year, provides an opportunity 
to go in for proper crop planning and 
land use. The buffer stock of foodgrains 
amounted to as much as 16.3 million 
tonnes on March 1. Even if there have 
been normal releases to fair price shops 
of the order of 11 lakh tonnes per month 
during March and April, it would have 
been drawn down to approximately 14 
million tonnes by the end of the current 
mpnth. Meanwhile, procurement of rabi 
grains has started. It is expected that the 
stock would grow again to about 21 mil¬ 
lion tonnes by early July. The buffer 
stocking policy of the government envisa¬ 
ges a foodgrains buffer of the order of 
12 million tonnes. In addition to this, 
an operational stock between 3.5/3.8 
million tonnes and 8.2/8.8 million tonnes 
has to be kept. 

As a sequel to the foodgrains produc¬ 
tion scaling a new peak this year—it may 
slightly exceed 125 million tonnes—the 
procurement of rabi grains is anticipated 
to touch six million tonnes, if not more, 
as against approximately 5.2 million 
tonnes last year. The previous peak in 
production—121 million tonnes—was at- 
tained in 1975-76. The estimated output 
of 125 million tonnes this year exceeds 
the last year's output by about 14 million 
tonnes. The last kharif crop is estimated 
to have been around 77.39 million tonnes. 
The preliminary estimate of the current 
rabi crop puts the output at 48.3 million 
tonnesg taking the total production this 
year to 125.69 million tonnes. Wheat 
output is expected to be slightly more 
than 30 million tonnes. 

The record production this year is said 
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to have resulted from various factors, 
particularly sizeable increases in the area 
under irrigation as well as in the applica¬ 
tion of fertilisers and pesticides. The 
consumption of fertilisers is estimated to 
have gone up by 4.2 million tonnes and 
the acreage under irrigation by 2.8 million 
hectares. A significant increase has also 
been recorded in the provision of credit 
to farmers. The outstanding credit ap¬ 
proximates Rs 2,003 crores—Rs 300 
crores more than last year. 

extension facilities 

The scheme to introduce proper crop 
planning and land use envisages streng¬ 
thening of extension facilities to educate 
the farmers in the best use of their hold¬ 
ings as well as the utilisation of support 
price mechanism. The terms of reference 
of the Agricultural Prices Commission 
may have to be recast with the latter pur¬ 
pose in view. 

The present comfortable foodgrains 
situation, it is felt, can also be utilised for 
stepping up the production of pulses and 
oilseeds. Some steps have been taken in 
this connection in the recent months. 
These include raising of the support price 
for gram last year to Rs 12S per quintal 
(from Rs 75 in the previous year); intro¬ 
duction of price support for mustard, 
groundnuts, etc; educating farmers in dry 
farming techniques; expansion of area 
under these two crops and encourag¬ 
ing the farmers to grow to some extent 
these crops even on irrigated lands. As a 
result of the increase in the support price 
for gram, the output of this product is 
said to have recorded a significant 
increase this year. 

The ministry of Agriculture has 
planned regional meetings of Agricultural 
Commissioners and other senior officials 
of the states to discuss, amoug other 
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development programmes, the steps that 
can be taken for crop planning. These 
meetings are envisaged to be held in June 
and July. 

With a view to providing further thrust 
to developmental efforts, assistance to 
small farmers this year is proposed to be 
increased considerably so as to benefit at 
least one million families. This pro¬ 
gramme was started in 1971-72 and has 
till now benefited about half a million 
families. 

For the acceleration of the developmental 
effort in general through the use of the 
foodgrains stocks^ the food-for-work pro¬ 
gramme is envisaged to be vigorously 
pursued in all the stales, particularly 
those where the progress of the programme 
has not yet come up to expectations. So 
far, 150,000 tonnes of wheat have been 
utilised for this scheme and the progress 
has been encouraging only in West 
Bengal, Orissa and Uttar Pradesh. It is 
hoped that it will be possible to use nearly 
a million tonnes of' foodgrains for this 
programme during the current financial 
year. The programme has been modified 
a great deal in the recent months and al¬ 
locations under it are available for any 
type of developmental work—planned or 
non-planned—and throughout the year. 

Although the minister for Agricul¬ 
ture, Mr Surjit Singh Barnala, observ¬ 
ed recently that despite the comfortable 
food position in the country, the govern¬ 
ment was not contemplating any exports 
of foodgrains on commercial basis, apart 
from some exports of superior quality 
basmati rice and of wheat under such 
arrangements as those entered into with 
Vietnam, Afghanistan and Indonesia, 
some exports of wheat products cannot be 
ruled out. The repayment of the Soviet 
Union's wheat loan in kind is being pur¬ 
sued vigorously. About 400,000 tonnes 
of wheat had already been despatched to 
the Soviet Union during 1977-78. The 
remaining quantity of about 1.5 million 
tonnes is likely to he shipped during the 
cum nt year. 

• « 

A new dimension has been added by 
the 1977-78 operational results of Coal 
India, released last week, to the recent 
complaint of the minister for Railways, 
Mr Madhu Dandavale, that enough coal 
was not available during the second half 
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of last year for movement by railways. 
The minister had alleged that this was 
having an adverse effect on the turn-round 
of wagons from the coalfields. 

According toMrDandavate, the decline 
in pithead stocks last year was partly res¬ 
ponsible for the above phenomenon. 

Very significantly. Coal India has 
brought out that despatches by road last 
year increased by as much as 90 per cent 
over the previous year, while despatches 
by rail were 2.5 per cent higher. Wagon 
loading improved from an average of 
8,168 wagons per day in 1976-77 to 8,371 
wagons a day in 1977-78. This implies 
that notwithstanding some decline in 
stocks at the pitheads, enough coal was 
‘a>ailable for movement to the consuming 
areas both by road and rail transport. 
The overall coal consumption last year 
is stated to have registered an increase of 
five per cent over 1976-77. 

The results of Coal India, now avail¬ 
able, reveal that with the pick up in 
production, afier a small setback due to 
deterioration in industrial relations and 
power shortage up to November 1, the 
stocks at pitheads have again gone up by 
three million tonnes to 11.2 million 
tonnes. 

coal target 

As mentioned earlier in this column, the 
target for the production of coal this year 
has been set at 113 million tonnes, out of 
which Coal India will be required to 
produce 100.5 million tonnes. This 
compares with an output of 101.5 million 
tonnes in 1977-78, to which the contribu- 
tion of Coal India was 89 million tonnes. 
The envisaged step-up in production, it 
is stressed, will keep the coal supply posi¬ 
tion quite comfortable during the whole 
of the current >ear. An investment of 
Rs 206 crores has been planned to raise 
the production of Coal India from 89 mil¬ 
lion tonnes last year to about 101 million 
tonnes this year. 

With a view to keeping up the tempo of 
developmental activity, Coal India fina¬ 
lised last >car 22fcasibiliiy/projcci reports, 
which, when implemented at a cost of 
Rs 266 crores, will yield 17.1 million 
toone.«i of coal per annum. Approximately 
8.72 million tonnes are expected to be 
produced from nearly 47 new mines which 
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havc|been opened up recently or might 
go ^ production tto yegr, 

Ttiie Rail India Tedboical and Eccttomic 
Seii^ Limited (RITES), a subsidiary of 
Indto Railways, which was formed in 
1974 to render consultancy services in 
India as well as abroad in all fields of 
railWay technology, has already made 
its mark in south-east and west Asia 
as well as in Africa. It received instan¬ 
taneous recognition when it was listed as 
an approved agency in the field by such 
world organisations as the Asian Deve. 
lopment Bank, the International Bank for 
Reconstruction and Development, the 
United Nations Industrial Development 
Organisation, the United Nations Deve¬ 
lopment Programme and the Inter-Ameri¬ 
can Development Bank. It haa already 
secured within its short existence as many 
as 11 consultancy contracts from abroad. 
These are: 

(i) Preliminary feasibility-cum-cost study 
together with economic study of three 
new lines in Syria (4S0 Kms). 

(ii) Preliminary feasibility-cum-cost 
study for a new line in Iran (325 Kms). 

(Hi) Deputation of experts from various 
disciplines of railways and provision of 
back-up services to the Zairean National 
Railways. 

(iv) System study of the Ghana Rail¬ 
ways for improving maintenance standards 
of their rolling stock in particular and 
the railway system in general. 

(v) Study regarding strengthening and 
rehabilitation of an existing broad gauge 
line in Iran and to recommend measures 
for increasing the level of traffic moved 
on this line. 

(vi) Consultancy on strengthening and 
rehabilitation of 474 Kms long Manila 
Legaspi section of the Philippine National 
Railways System—an ADB-aided project. 

(viij Consultancy on improvements to 
workshops, sick lines and sheds of Sri 
Lanka Railways. 

(viii) Consultancy on the setting up of 
training faciliti.s and improvement in the 
maintenance of rolling stock and diesel 
locomotives on the Ghana Railways. 

(ix) Deputation of two experts in 
connection with a bridge inspection and 
m^tenance study for the Malayan 
Railways. 
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(xi)' botuultaocy regarding deteiled 
evaluation of a r^it imspared ^ a 
French study group for transport of! iron 
ore, limestone and dolomite d^KMits m 
Libya. 

With a view to providing a back-up to 
the consultancy services being rendered 
abroad by RITES, a new construction 
company, called the India Railway 
Construction Company Limited (IRCON), 
was set up last year. 

* • 

The new grassroots oil refinery which is 
being put up at Mathura, in Uttar 
Pradesh, with technical asistance from 
the Soviet Union and based on certain 
know-how from the United States, is 
expected to be completed mechanically by 
the end of 1979. It is scheduled to be 
commissioned by April, 1980. Originally 
expected to cost Rs 97 crores, it may now 
entail an expenditure of as much as 
Rs 195.3 crores, of which Rs 29..34 crores 
will be in foreign exchange. The escalation 
in cost is primarily attributed to inflation, 
both global and internal, since 1973. The 
refinery will have an annual crude oil 
throughput of six million tonnes. 

With the completion of this refinery, 
the total oil refining capacity in the coun¬ 
try will go up to 36.45 million tonnes. 
Currently we have capacity to refine 27.45 
million tonnes of crude oil. This will be 
augmented by three million tonnes capacity 
at Koyali which Is likely to accrue in the 
next few weeks. 

By 1981-82, another one million tonnes 
refining capacity will be created at Bongai- 
gaon in Assam. This project is also under 
implementation at present. By the end 
of the sixth Plan period, we thus will be 
having approximately 37.5 million tonnes 
refining capacity. The requirements of 
petroleum products by 1982-83 are ex¬ 
pected to grow to 36.32 tonnes. We will 
be having, therefore, enough, refining 
capacity to meet the anticipated require¬ 
ments of 1982-83. Marginal imports of 
some products cannot be ruled out as the 
yields of various petroleum products may 
not strictly correspond to the demand for 
each product. 
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capital onployed aod, second, the vari¬ 
ous exemptions, deductions, aod conces¬ 
sions may encourage the accumulation of 
retentions for financing replacements and 
fixed assets. Thus tax policy shapes the 
structure of the ‘finance mix*. Although 
dividend decisions are important enough 


JOBNT ILtNiMBR*, While testing the ade* 
quaegr and reliability of the dividend poli¬ 
cy, observed that ‘the dividends represent 
the primary and active decision variable 


which is independent the “finance mix” 
is considered to determine the net rate of 
return which has a direct bearing on in¬ 
vestment decisions. 


in affecting financial policy (i.e. capital 
structure) decisions, it becomes more im¬ 
portant to know how dividend decisions 
are affected by the financial decisions. 


in most of the situations’. Net earm'ngs 
are the primary determinant ofthe volume 
of dividends. The factors which deter¬ 
mine the magnitude of net earnings affect 
dividend decisions. Thus corporate in¬ 
come-tax may be regarded as one of the 
determinants of the corporate dividend 
policy. 

While deciding about the determinants, 
one may consider investment in fixed and 
working capital as an important factor 
which may have direct bearing instead 
of affecting through net earnings. For 
instance, during the course of short- 
period, dividends may compete with invest, 
ment requirements and in the long-run 
dividend payments may be increased to 
attract equity capital for financing antici¬ 
pated investment. 

fhu hypothusM 

On the other hand there are theories, 
depending upon Modigliani-Miller’s hypo¬ 
theses*, which postulate that investment 
decisions are independent of dividend 
decisions. The basis of this noticeable 
behaviour is the striking feature of the 
coital market which is perfectly compe¬ 
titive. In such situations where capital 
markets are perfect, indicating the absence 
ofthe financial constraints and the con¬ 
vergent behaviour of the interest rates, 
investment is determined by the long run 
net rate of return and not by the funds 
availability position. Finance is after all 
finance and it does not matter which 
source of funds is adopted to meet the 
investment requirements. Thus under the 
firms financial policy, the cost eff capital 


' Those who have propagated for inter¬ 
dependence between financial and invest- 
ment decisions, have rejected Modigliani- 
Miller's perfect capital market assump¬ 
tion. If capital markets are imperfect as 
we find in most of the underdeveloped 
countries, funds availability*,’ dominates 
the investment plans and therefore entre¬ 
preneurs start looking for cheapest pos¬ 
sible source. Therefore, cost of capital 

POINT ~ 
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' may be minimised by making a proper 
choice ofthe capital structure, which ulti¬ 
mately increases the value of the stock. 
Because of the imperfections io the capital 
market, internal fiinds are the cheapest 
source and, therefore, dividends and 
investments are competing uses for limited 
internal funds. Since, the firm's retained 
»mings are the residual after the dividend 
payments and the accumulation of equity 
funds depends upon the firm’s competence 
to maintain a higher stable dividend 
payout, dividend decisions determine the 
nature of the capital structure. 

Whenever an increase in the rate of 
corporation income-tax is observed it 
may not leave the distribution of profits 
unchanged.’ Two reasons may be cited 
for this. The companies may like to main¬ 
tain their dividend ratio hi relation to 


Therefore, in order to determine this sort 
of interdependence it b desirable to 
analyse the relationship between tax policy 
and dividend payments. 

•mpirlcal tiudlM 

There are a few empirical studbs in 
India specific to the analysis of dividend 
behaviour. All these studbs have follow, 
ed Lintner’s dynamic adjustment mecha¬ 
nism. Noticeable among them are by 
V.K. Sastry, K. Rrbhnamurty and D.U. 
Sastry. V.K. Sastry^ in his study has 
used the dividend ^‘ustment relation to 
estimate short-run and long-run savings 
propensities. He has examined whether 
permanent income hypotbesb provides a 
useful description on dividend behaviour 
under different assumptions but the re¬ 
sults are inconclusive. The. investment 
outlays have systematic negative impact 
on dividend payments. The study covert 
the period 1950-Sl to 1965-66 and there 
is no analysis of tax induced efibet on 
dividend disbursements. In another majoi 
study, based on time series data forth* 
period 19S6-57 to 1970-71 by K. Krisbna- 
murty and D.U. SastryS dividend relatioE 
appears as one of the five equations re¬ 
presenting simultaneous system. No effort 
is made to study the effect of tax policy 
The investment policies influence externa! 
finance more than dividend decisions and 
therefore, the interdependence between 
investment and dividends b rather weak. 

Companies while announcing their divi 
dend payments, try to, adjust toward 
their long-run payout ratio. This adjust¬ 
ment may be weak or strong depending 
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upon its speed. If the speed of adjust¬ 
ment is faster (represented by one minus 
the coefficient of Lagged dividends in 
dividend equation) the payout ratio is said 
to be stable. The actual dividend ratio 
normally differs from the desired one 
which depends upon several factors relat¬ 
ed to company operations. In order to 
describe the behaviour of the adjustment, 
the dynamic adjustment mechanism may 
be adopted. 

Dt—Dt“»=c(D*t—Dt—,) 
where Ot >»Current dividend payments, 

Dt—i—Dividend payments in the 
preceding year, 

D*t a Desired dividends for cur¬ 
rent period, 

c 33 Adjustment coefficient. 

The desired dividends D*t depend upon 
the l>ng-ron payout ratio which is the 
ratio of desired dividends to profits i.e. 
r=D*t/Pt and therefore D*t=i’Pt. which 
gives Dt=scrPt+(l—c)Dt--i. This equa¬ 
tion may be written as Dt=aoPt+aiDt—i 
for estimation purposes and known as pure 
dividend adjustment equation. 

desirad dividend 

The equation, employed* to estimate the 
general adjustment coefficient and dividend 
payout ratio, is derived from pure adjust¬ 
ment expression between desired and 
actual dividends. Here desired dividends 
are determined not only by the profits but 
by several other factors including corpora¬ 
tion income tax rate. Therefore, dividend 
relation is taken as a linear function of 
profits after taxes, Lagged dividends,' 
investment in fixed assets, inventory invest- 
ment, availability of debt capital, new 
issues, financial leverage, liquidity posi¬ 
tion, age distribution of fixed assets, and 
the effective tax rate on corporate profits. 

In addition to the tax variable, what¬ 
ever other variables appear in the equa¬ 
tion have a specific purpose. They keep 
the relation more correctly specified and 
provide the basis for the tests of several 
other hypotheses related to financial and 
investment policies. The appearance of 
the investment variable shows the depen¬ 
dence of dividend payments on the invest- 

*For the dividegd equation in the estimated 
i form refer to Tato 1 of (3,1978). 

i **For actual *&nance-mix* on an average in 
percentage ttiUH refer to (4, 1973). 



mat. .^t .inay be titim competitive or 
compleinBtary, implied by the negative 
or posi|h« sign of the investinent variable. 
The fii^Mcial availability variables, name¬ 
ly debitflow and new teues together with 
financiffi leverage lepiesent the effect of 
change in the capital structure on divi¬ 
dend payments. The usual positive sign of 
the deU-flow shows the effect, through 
intemai funds, on dividend payments. As 
more debt is accumulated, less depen¬ 
dence is observed on the Internal funds 
and, therefore, more dividends may be 
declared. Cement industry has followed 
this behaviour because intemai funds 
(which is 60 per cent of the total funds**) 
become easily available due to discrimi¬ 
natory nature of the tax incentives provid¬ 
ed for the industry. Depreciation pro¬ 
vision, which is 70 per cent of the total 
gross internal funds, leaves only 30 per 
cent to be managed from net profits leav¬ 
ing more to be paid as dividends. 

thrae caUgorinn 

The industries, which have realised (be 
negative impact of borrowings on divi¬ 
dend payments, may be classified into three 
categories. Those which have mainly 
depended upon debt capital with highly 
imstable financial position are sugar, to¬ 
bacco, cotton textiles and jute. Chemi¬ 
cal and engineering industries, which have 
raised their SO per cent of the financial 
requirements through borrowings, consti¬ 
tute other group. Paper and paper pro¬ 
ducts and trading have raised more than 
80 per cent of the total funds through 
gross retentions and most of the remain¬ 
ing from equity market fall in the third 
group. 

For the industries of the first group, 
the more debt capital is accumulated, the 
less is the dependence on equity market 
and, therefore, dividend payments may 
decline because they ate not paid to at¬ 
tract equity funds from the market. The 
main reason is the high effective tax rate 
and weak (declining) profitability position. 
Although chemical and engineering indus¬ 
tries have raised SO per cent of their total 
requirement through borrowings, the 
hi^er effective tax rate has put restraint 
on the dividend disbursements while rais¬ 
ing the remaining finance through reten¬ 
tions. Since dependenaeon borrowings 
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ovm rime liu tmd nfmitiena fawm 
been rim midn sjowoe fffpm nid 
products end trnffing Industries, tirhit- 
cver resli^ual is paid as dhudends has 
increased. This behaviour is affiscted by 
the tax induced depreciation policy for 
paper and paper products and by good 
profitability position for trading. 

praitiv* •fleet observed 

In addition to the aggregate corporate 
sector for engineering and iron and steel 
industries the usual positive effect of 
equity issues on dividend payments has 
b^ observed. Although the proportion 
of equity ftthds is small, the intentions 
of these industries have been to attract 
more equity funds from the stock market. 
The engineering industry has tried to 
maintain a sufficiently higher stable divi¬ 
dend payout ratio. Since iron and steel 
industry has not been able to declare 
sufficiently higher dividends all the time 
as shown by its dividend payout and ad¬ 
justment coefficient, only two per cent 
of the total funds has been raised from 
the stock market. Better effect is ob¬ 
served on aggregate corporate sector but 
that is also not satisfactory because long- 
run payout ratio is only 25 per cent due 
to the Ugher effective tax rate on corpo¬ 
rate profits. 

The favourable (positive) effect of tax 
policy on dividend payout is realised for 
paper and paper products and jute indus¬ 
try. It is lower effective tax rate (36 per 
cent) which is responsible for the main¬ 
tenance of reasonably stable dividend 
payout ratio (34 per cent) for paper and 
paper products industry. Because of the 
uncertainty prevailing in the jute industry 
due to the ever persisting problems, e.g. 
inadequate supply of raw jute at reasonable 
prices, demand recession, drop in the 
exports of jute goods, much instability is 
observed in its financial policy. The 
industry has managed to maintain stable 
dividend ratio (40 per cent), although pro¬ 
fits have declined over time. More debt 
has been accumulated due to the higher 
effective tax rate making debt capital 
cheaper and decline in (wofitability, leav¬ 
ing no scope for retentions. It seems 
that even borrowings have been used to 
maintain the stable dividend payouts. 

Dividend disbonements have been 

Aira. mt 
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for ijfs agptgaite corporate wctcir and. 
in sHftt, ept^ foxdles, eaiiiieering, 
ocanmt^aiiid s^ping Jndusirier. ' for 
cement fodwtiy, the dividend pidicy 
is insignificant deteminant of financial 
plans. Dae to piessute on retetations, 
which is the result of favourable tax in¬ 
centives. dividends have been paid irres¬ 
pective of the profitability position. For 
the shipping industry the regressive effect 
is ewdenced by its lower payout ratios. 
The lowest effective tax rate, which has 
been in favour of retentions utilized for 
replacement, has left little for dividend 
payments. In the cotton textile industry, 
where the ci^ital structure is dominated 
by debt capital, the highest effective tax 
rate (58 per cent) has reduced dividends 
significantly. This is the industry where 


Effective Tax Rate, Adjustment 


nwdi damage has laiiaB dooe by the tax 
poltqy. 

Thus we find that the bdiavibur of the 
capital structure indnoed by the tax policy 
has revealed the siipetiority of internal 
fonds decisions over dividend plans be¬ 
cause in the ‘finance mix* there is bias 
towards internal fiuds and, therefore, 
their accumulation is more desirable. This 
fact has been recognised by the govern¬ 
ment while devising its new industrial 
policy because the problem of raising 
capital from the market is likely to be¬ 
come more acute in the ensuing years due 
to priority accorded to the small-scale 
sector. Large business houses will have 
to depend for their financial needs on 
their own resources. But so long as tax 
rate remains at the present high level, it 


and Dividend Payout of Corporate Sector 


will be diflkolt to promote savings and 
investment on the scale that is necessary. 

The tax incentives, in the fmm of exi 
emptions, deductions, and rebates, have 
eroded the tax base and thereby r^ucec. 
the progressivity of the corporation ini 
come tax. With such existing scheduh 
of exemptions neither has the govemmen 
achieved its revenue objective nor hai^ 
industrial sector been able to resolve iti^ 
financial problem. During the course o. 
development, at a later stage when equit; 
market started its financial contribution 
it received a set-back at immature stag, 
by the Companies Act 1974 restricting d| 
vidend disbursements beyond 12 per centi 
As an anti-inflationary measure the banj’ 
rate was increased which together wit 
other credit controls resulted in a highc, 
lending rate by commercial banks althoagf 
the problem of credit squeeze persisted, 
for long. Therefore the financial structuiij 
has become rather inconsistent. Thus the 




Ordinary 

General 

IIlllUDll jr 

tax rate 

Adjustment 

coefficient 

Dividend 

payout 

Adjustment 

coefficient 

Dividend 

payout 

Corporate sector 

46 

0.464 

19.87 

0.748 

24 87 

Sugar 

52 

0.381 

40.89 

0.641 

23.09 

Tobacco 

57 

0.806 

46.01 

0.532 

89.29 

Cotton textile 

58 

0.489 

16.48 

— 

— 

Jute 

47 

— 

— 

0.728 

39.29 

Iron and steel 

30 

0.335 

15.10 

— 

—• 

Chemicals 

47 

0.463 

30.33 

0.577 

28.94 

Matches 

54 

0.488 

46.63 

0.538 

34.39 

Cement 

38 

— 

— 

— 

— 

Paper and paper 






products 

36 

0.234 

48.70 

0.577 

33.97 

Electricity generation 

* 




and supply 

27 

0.845 

27.84 

1.00 

16.40 

Trading 

57 

0.392 

53.83 

0.715 

30.77 

Shipping 

20 

— 

— 

1.00 

15.40 

Engineering 

50 

0.557 

40.49 

0.583 

43.23 


Note: 

Ordinary payout and adjustment coefficients are estimated from puce dividend equation, where¬ 
as others follow the general dividend equation. Hw efilective tax rate is the ratio of tax provision 
to the profits after tax ^pressed in percentage terms. 


is need to have a proper level of taxati 
on corporate profits with wide covers 
and very limited and purposefiil exem. 
tions to achieve the consistency in tfi 
financial structure. The realisation of t]|| 
consistent financial plans will lead towardl 
no pressure on the internal sources a^j 
therefore will serve the utmost objectiyi 
of the shareholders by declaring suffi4 l 
ently higher stable dividends and therebj' 
making the dividend decisions primary. 


Referenctes 

1. Krisbnamurty, K. and Sastry, D.U.: Inveil I 
ment and Financing in the Corjx>rate Seett •; 
in India; McGraw-Hill, Bombay; 1975. 

2. Lintner, J.: Distribution of Incomes 
Corporations Among Dividends* Rstaioa,> 
Earnings and Taxes; American Econon>^\ 
Review; 1956. 

3. Misra, O.D.: Incidence of CorporatiC| 

Income Tax in India; Eastern EeonomiH 
February, 1978. || 

4. Misra, G.D.: Investment Financing ai' 
Earning's Behaviour of the Corporate 
tor of India (Unpublished Doctoral Dissi^ 
tation); M.T., Kanpur; 1975. 

5. Modigliani, F. and Miller, M.H.: The 
of Capital Corporation Finance and Tf 
of Investment; American Economic ReVi 
1958. 

6. Rao, T.V.S. and Misra, G.D.; InvestmJl 
Financing in the Corporate Sector, /ik/|' 
Economic Journal, 1976. 

7. Sastiy, V.K.: Dividends Investment a 
External Financing Behaviour of Corpor| 
Sector in India (Unpublished Doctoral D| 
sertation); University of Penusyivaiija; 19% 


BASTiRN BCONQMI8T 


t31 


APRit 28, 197| 




SMrtttt 8C0N011IST 


AinuL 28. i§7t 














POINT OF yiGW 


fllitiia^iiisnt ^mtegies for more employment 

K. 8. Ramanulam 


Tha aMihor Mya that thara was raaliaatiaii at tha aixth Natianal 
Maaaoamant Canvantloni hald In Madraa, of tha hard faets that 
unamploymant in tha country axeaadad 21 million add naarly 
Sd |MNr cant of tha population waa balow 20. Tha parOcipants fait 
conearnad how tha axpactatlona of all thaao paopla who wara 
tookiitg forward to caraar opportunltlaa could bo satiaflad. 


TdB SIXTH national management conven¬ 
tion held at Madras on April 8 and 9 was 
an earnest and serious attempt on the part 
of the All-India Management Association 
and Madras Management Association to 
discuss the problem of unemployment in 
d^th and to assess the magnitude of the 
task ahead... and also to suggest strate¬ 
gies for developing employment opportu¬ 
nities and to help evolve a programme 
of action for the next decade. Over one 
thousand delegates representing public 
sector and private sector institutions from 
all over the country attended this conven¬ 
tion since the subject dealt with was 
highly topical. 

The Anantharaniakrishnan Memorial 
Lecture (and the Fifth Business 
Leadership Award) on April 7, for which 
the Madras Management Association had 
chosen Dr V. Kurien, chairman of the 
National Dairy Development Board, 
Anand, served as a most appropriate 
'curtain raiser’ to the main convention 
which was inaugurated by Mr George 
Fernandes, central minister of Industry 
with a meaningful hour-long address 
outlining the government’s current 
thinking towards tacking the growing un¬ 
employment problem in India. 

district centres 

Mr Fernandes availed himself of the op¬ 
portunity to explain at great length bow 
his ministry planned to organise district 
industrial centres all over the country to 
serve as the base board for encouraging 
and fostering the growth of small indus¬ 
tries in the rural areas by means of prac¬ 
tical and constructive measures to inspire 
confidence in the entrepreneurs to avail 
themselves of the new facilities. The minis¬ 
ter’s immense confidence that these centres 
would break new ground towards rapid 


spread of small scale industries in the 
vast rural areas of the country was 
enthusiastically welcomed by the large 
and highly knowledgeable gathering of 
businessmen and industrialists who lost 
no time in assuring the minister of their 
whole-hearted cooperation to his plan if 
only he would unreservedly take advan¬ 
tage of their offer. Thus a new era of 
hearty cooperation between the business 
community and the Janata government 
appears to have been launched at this 
convention. 

hard-hitting analysis 

Dr V. Kurien’s address on “The role of 
the elite in modernisation of a predomi¬ 
nantly rural society’’ (which was publi¬ 
shed in Eeatern Economist last week) was 
a hard-hitting analysis of the current 
social scene as viewed by one who has 
admittedly and, indeed admirably, to his 
credit the building up of a vast, most 
modern dairy complex enveloping over 
eight hundred villages and showing the 
way to rural prosperity through dedicated 
and devoted application of available 
modern ideas and tools. 

The proceedings of the two-day conven¬ 
tion reverberated with the gamine realisa¬ 
tion of the hard fact that the unemploy¬ 
ment backlog, even according to officially 
conceded estimates, is twenty-one million. 
It was also fully realised that half the 
population of India—51 percent accord¬ 
ing to the census of 1971—is of the age 
group below 20. It was, therefore, clearly 
evident to all those gathered for serious 
deliberations on this Important topic that 
the whole of this segment, as it advanced 
in age, will look forward to career oppor¬ 
tunities for its livelihood and economic 
well-being. Speaker after speaker posed 
to himself these issues and attempted to 


give broad analysis as well as some general 
directions to tackle this immense problem 
before the country. Dr P.A. Mehta, 
director of Tata Srnis Ltd, felt there had 
not been a realistic approach to this prob. 
lem in the plans so far but felt hopeful 
about the sixth Plan,... 

It was Dr Raj Krishna, member of the 
Planning Commission and the Finance 
Commission, who explained quite force¬ 
fully and with a sense of personal involve, 
ment that the change in strategy had been 
warranted by sheer force of circumstances 
obtaining in the country today where the 
percentage of people below the poverty 
line had been continuing to rise instead 
of being arrested. He emphasised that 
the bulk of the Indian people had no 
purchasing power and were foregoing even 
very essential things. He felt confident 
that the new employment strategy projec¬ 
ted in the sixth Plan would prove very 
useful to deal with this grave problem.... 

It was undoubtedly a brilliant speech 
which was made by Mr Mani Narayana- 
Handlooms. Next only to agriculture, 
handlooms opened the door for larger 
and fuller employment to millions of 
people through the length and breadth of 
the country provided it was developed in 
such a way as to be able to, effectively 
compete with mill-made goods xm the 
basis of cost and quality, he contended and 
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observed that it was possible provided 
certain developments such as processing 
facilities and technologicai improvements 
were provided in a manner that would 
encourage their all round, uninterrupted 
growth. 

MrP.L. Tandon, director>general of 
the National Council of Applied Econo; 
mio Research, pleaded for a realistic, 
practical, pragmatic, approach to the 
Himalayan problem of unemployment 
facing the country today. He pleaded 
for an atmosphere ot friendly co-existence 
in a multiJevel technological mix such as 
for instance khadi and polyester, bullock 
cart and boeing, microwave and village 
postman so that more and more people 
are gainfully employed throughout the 
country, both in urban and rural areas 
without divisions that would create and 
foster conflicts and differences.... 

Many speakers rightly emphasised that 
forestry, transport and housing sectors 
had high employment potential and that 
more concentration on their development 
and growth is the need of the hour. 
Fisheries, with the recent international 
agreement that up to 200 miles it is coastal 
waters, was also mentioned as being a 
field of great potential for productive and 
gainful employment. 


Mr Swamy, president of the con- 
ventioQ^jspoke at great Imigth about the 
rapid t^iaages that ttreie taking place 
throug^bijp^theoountiyia the application 
of technical and scientific knowledge for 
the improvement, growth and progress of 
agricuttore and smali industry and assured 
the minister for Industries that the 
management cadre in India would be only 
too willing to whole-heartedly associate 
itself with any constructive and 
dynamic plan such as the district indus¬ 
trial centres so that the benefit of their 
knowledge was available for the building 
up of (he Indian nation on modern lines, 
on the lines most suited to it. He endorsed 
the line of approach of the Home minister 
Charan Singh that the vitality of the rural 
sector with prospects for agro-based 
industries to serve and solve the un¬ 
employment and under-employment prob- 
lem of vast numbers of people in India 
alone could help in a positive way to 
meet the current needs of an explosive 
situation that obtained in the country 
today. 

Dr D.C. Kothari, former president of 
the Federation of Indian Chambers of 
Commerce and Industry (FICCI), and a 
leading industrialist of the south, cau¬ 
tioned against hasty conclusions about 


rmervation of some sectors of indust^ for 
small-scale.developmeitt such as tibe pro¬ 
posal lo reserve further growth of sugar 
prodne^n stinetly to khandsarf. He Alt 
that the national interest, the consumer 
interest and other growth factors had 
to be taken into account rather than 
succumb to shortcuts vtdiich may be 
appealing in terms of dealing with the 
immediate challenges of large-scale un¬ 
employment in the country. He was 
happy that the present government and 
its leaders were inclined to take the pri¬ 
vate sector business and industry into its 
confidence for finding solutions to the 
grave problems of unemployment and 
under-employment in the country. He 
suggested that even now, it would well 
worth their while to follow the Japanese 
example adopted and followed by them 
soon after the second world war when 
they too were in a similar situation of 
large scale unemployment and under¬ 
employment. 

The Madras meet was also addressed by 
other important speakers, who included 
Mr Krishnamurthy, secretary, Heavy 
Industry, the president of the All-India 
Small Industries Association and Dr M.S. 
Swaminathan, director-general of the 
Indian Council of Agricultural Research. 
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iBritish budget: call for 

improved performance 


/n his thirteenth budget statement since taking office, Chancellor of 
the Exchequer, Denis Healey, emphasised that the key to growth must 
He In an Improvement In Britain’s Industrial performance- Details of 
his statement on April 11 and a summary of the main changes 
are given below- 


Reviewing Britain's economic position, 
Mr Healey, Chancellor of the Exchequer 
said, four years of painful and difficult 
decisions bad now got the economy into 
much better balance. The current 
account had moved into surplus. Britain’s 
financial position had been transformed. 
The year-on-year rate of inflation was well 
into single figures and still falling. Interest 
rates were far below the level of four 
/ears ago. The monc> supply was under 
firm control and there were exceptionally 
high reserves. 

‘All this is reflected in the fact that the 


chancellor explained that 1977 was a dis¬ 
appointing year for nearly all the world. 
Economic growth in the OECD area was 
well below the average rate obtained in 
the 1960s. World trade in manufactures 
increased only 3^ per cent compared with 
9i per cent in 1976. 

The problems created by the slow 
growth of the world economy bad been 
made worse by the big payments imbal¬ 
ance between the oil-consuming countries. 

‘If we are to solve this country's pro¬ 
blems ^we need to take action on a world 
scale.* He referred to the five major pro. 


WINDOW 

ON 

THE WORLD 


fourth quarter of last year saw a rise of 
learly five per cent in real personal income 
ifter tax and national insurance—the big- 
jest quarterly rise for nearly six, years.* 

He pointed out, however, that the trans¬ 
formation in Britain’s financial situation 
lad not yet been reflected in an adequate 
growth of output. In consequence unemp- 
oyment remained intolerably high, though 
t had been falling slowly since September, 
ie stressed that it was the first purpose 
)f this budget to enc;>urage a level of 
economic activity sufficient to get unemp- 
oyment moving significantly down. But 
ike all other countries—and more than 
Qost—^Britain could not isolate itself from 
he rest of the world. And here the out- 
ook still left much to be desired^ The 


blems which were now damaging the 
world economy—low growth, currency 
instability,, the trend towards protection¬ 
ism, over-dependence on imported energy 
and inadequate flows of stable long-term 
capital and aid from the surplus countries 
to countries in deficit, including many in 
the developing world. Mr Healey said that 
heads of government of the seven leading 
world economies had announced on 
April 10 their agreement to develop their 
policies so as to promote a concerted 
approach to this group of problems in the 
months leading up to the Bonn summit 
meeting in July. He also referred to the 
European Council's agreement on April 8 
to work with determination for the 
higher economic growth that this approach 


required. The budget, represented a 
British contribution towards that 
common effort as well as meeting national 
needs. 

On Britain’s balance of payments and 
overseas debt, Mr Healey said most of the 
sums borrowed between 1973 and the 
middle of 1977 had to be repaid in the six 
years from 1979 to 1984. But, he said, it 
would not be sensible to aim to pay off 
the whole of this debt from current 
account surpluses earned over the next 
six or seven years. That would add to the 
problem of current account imbalances in 
world, and it would not be consistent with 
the need to expand ^the economy. The 
government’s aim was, therefore, to com¬ 
bine net repayment of debt year by year 
with new borrowing to spread the matu¬ 
rities. 


repayment of debt 

As part of this policy Britain was now 
repaying large amounts of debt ahead of 
time. In January the chancellor had an¬ 
nounced the prepayment of one billion 
dollars of drawings from the International 
Monetary Fund. A further one billion dol¬ 
lars would be prepaid to the Fund this year. 
In addition to these IMF prepayments, 
Britain had since October repaid, or ar¬ 
ranged to repay ahead of time, one billion 
dollars of private market debt, bringing 
total repayments ahead of time, made or 
already planned, to three billion doUars. 
‘We shall also repay a further one billion 
dollars in 1978 on the due dates as other 
debt matures in the ordinary way.* 

Mr Healey explained that the other 
part of the government's policy was to 
make progress with new borrowing and 
since last October new loans had been 
contracted totalling about 630 million 
dollars from the European Investment 
Bank and the European Coal and Steel 
Community. In addition the government 
proposed to make a British government 
bond issue in the New York market for a 
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total of 3S0 million dollars in two tran- poinl)tj| out that the Secretary of State for goodbre^ired. to ineetthe demand ^’tofiled 
ches of seven and IS years respectively. Empltpraient’s ‘poweifai roinforceaunt’ to bl^ «oy budget stimultts, that ipiia«aM in 
The chancellor emphasised that the thesen^ures on March IS, should increase demai^ wiil.he met by haports and set 
govemnwnt’s main objective in the coming this to 400,000 by March next year, inflation goiiHi again*, 
years must be to reduce the ‘intolerable 'But we cannot expect to see the rate of Two things were clear, Mr Healey said, 
levels’of unemployment by stimulating unempidyment moving down at an acoep- ‘The key to growth and high employment 
demand in ways which created jobspt table ^»eed unless we can create new jobs must lie in an improvement in ourindus* 
home without refuelling inflation. He particularly in profitable firms in manu> trial performance. And we must design this 
explained that the temporary employment facturfatg industry and so strengthen the budget like the measures last October, as 
subsidy and other special employment industrial base on which our whole eco« part of a programme for steady and su»> 
measures which had now been in opera- nomy depends. A budget stimulus by itself tained growth which must cover a period 
tion for three years were already provid- will not necessarily achieve this. Unless of many years.’ 
ing 320,000 jobs or training places and British industry can produce and sell the If the bulk of the additional demand 

Summary of Main Changes 


Indiroet Tax 

Special health duty on higher tar cigarettes 
from September 4» could add 7p on 20 higher- 
tar cigarettes. 

No change in VAT rate and other indirect 
taxes. 

Income Tax 

Personal allowances 

People under 65: married (and single parent)— 
up £80 to £1,535(5.5 percent); single (and 
wives with jobs)—up £40 to £985 (4.2 per 
cent). Cost: £510 milJton. 

65s and over (age allowance): married—-up 
£100 to £2,075 (5.1 per cent); single—up £30 
to £1,300 (4 per cent); income ceiling to 
qualify for age allowance: up from £3,500 to 
£4,000. Cost: £70 million. 

New lower rate band 

25 per cent on first £750 of taxable income. 
Everyone paying tax on £750 or more will 
benefit by £1.32 a week. Cut to reach payee 
pay packets mid-July. Refund back to April 6 
about £18. Cost £1,570 million. 

CUld Tax Allowances (CTA) 

Being replaced by child benefit. Cuts this year 
to £100 (under lls), £135 (lM6s), £165 
(16s+)- (Already announced). 

People with children living overseas to keep 
present (1976-77) levels of CTA: £300 (under 
lls), £335 (n-16s). £365 (16s+). Special 
arrangements for widows, students, children 
with mobility allowances etc. 

Higher rate tax 

Threshold for 40 per cent tax raised from 
£6,000 to £7,000 taxable income. 

All further higher rate thresholds also raised, 
with some changes in size of income bands. 
Top rate (83 per cent) to start at £23,000 
instead of £21,000. Cost: £210 million. 

No chaage In basic rate • -34 per cent 
Investment income surcharge. 

People under 65: exemption limit raised by 
£200 to £1,700 (indexed); next £550 (instead of 
£500)—surcharge 10 per cent; income over 
£2,250 (instead of £2,000)-surcharge 15 per 
cent. 

65s and over: exemption limit rai.scd by £500 
to £2,500 (more than indexed); next £500 - 
.surcharge 10 per cent; income over £3,000 
(instead of 2,500)—surcharge 15 per cent. Cost 
£3t million. 

Maintenance paymeiUS (for divorced wives or 
for children) to be entirely exempt from invest¬ 
ment income. Cost£l million. 

Self-employed 

For work done abroad 25 per cent of earn¬ 
ings free of tatt* minimum of 60 days a year 


spent working abroad. Cost about £10 
million. 

Farmers 

To be able to pay tax on average profits over 
two years because of big fluctuations in profits 
because of weather etc. Possible cost. £10 
million. 

Capital allowances for farm buildings increas¬ 
ed. Cost: about £20 million. 

Farmers also benefit from small business 
reliefs. 

North sea divers 

To taxed as self-employed. £1 million. 

Profit sharing 

Income tax concession from April 6* 1979 to 
encourage profit-sharing. Tax-free shares for 
employees. Up to £500 worth a year from 
April 6, 1979. Cost £25 million in 1979-80. 
Could reach £100 million. 

Capital Gains Tax 

Capital gains up to £1‘,000 a year to be exempt. 
Next £5,000 of gains taxable at 15 per cent 
instead of 30 per cent. Tapering relief from 
full 30 per cent, up to £9,500. Change backdat¬ 
ed to April 6, 1977. Present rules exempting 
sales up to £1,000 etc scrapped. Cost: £15 
million in 1978-79, raising to £65 million in 
1981-82. 

Unit and investment trusts tax on their capital 
gains reduced from 17^ percent to 10 per 
cent from April 1, 1977. Cost: £7 million in 
1978-79 rising to £11 million. 

Butinasa Taxaa 

Small Businesses 

Limit for reduced rate of corporation tax (42 
per cent) raised from £40,000 to £50,000 
profits. 

Limit for tapered reduced rate up from 
£65,000 to £85,000. Cost: £32 million. 

Capital gains tax reliefs on gifts of assets and 
losses on loans. Limit for retirement relief up 
from £20,000 to £50,000. Cost: £10 million. 
Capital transfer tax concessions to help emp¬ 
loyees' trusts and workers* cooperatives. 
Cost: £10 million. 

Income tax reliefs for losses made by those 
just setting up a business. Cost: £5 million. 
Threshold for VAT registration raised from 
£7,500 to £10,000 VAT relief for bad debts if 
debtors insolvent. VAT forms etc siihplified. 
Cost: about £15 million. 

All firms 

Stock relief: extended for another year and to 
continue indefinitely: promise of legislation 
next year to write off deferred tax if inflation- 
accounting rules not agreed. Corporation tax; 
52 per cent. No change. 


m 


Hotels 

New capital allowance 20 per cent first year. 4 
per cent annual, on new hotels and extensions. 
Cost: about £15 million. 

Tax avoidance 

Four artificial devices to be blocked using: 
discretionary trusts, associated life polices, 
sale of land with right to repurchase and 
commodity futures schemes. Last two back¬ 
dated to December, 1976 and April, 1976. 

Spanding Maaauras 

Measures already allowed for 
Pensions to go up in November by: £3.20 to 
£31.20 for married couple; £2.00 to £19.50 for 
single person. 

New measures met from contingency reserve 
Child benefit to go up from £2.30 per week to 
£4 for all children in April. 1979; as first ins¬ 
talment, benefit to go up 70p to £3 in Novem¬ 
ber 1978 and single parent premium doubled 
again to £2 in November. Cost this year about 
£165 million. 

Other family support: extra £68 million for 
cancellation of autumn school-meal price 
rise and for free school milk for 7-1 Is (plus 
EEC subsidy). 

Employment measures (already announced): 
£156 million In 1978-79; £144 million in 
1979-80. 

Health Service: extra £50 million for full use 
of new hospitals, cutting, waiting lists, care 
for elderly and handicapped extra 400 kidney 
machines, etc. 

Education: extra £40 million for building 
work on schools and colleges, and extra provi¬ 
sion for teacher retraining in certain subjects. 
Environment; extra £20 million mainly for 
country factories and coastline. 

Other: extra provision for prisions, police, 
magistrates* courts and probation, areas affect¬ 
ed by steel closures, sea defences, and energy 
saving industry and homes (insulation); nearly 
£200 million remains in contingency leserve 
and any further increase in planned spending 
this year will come out of this. 

Financial Maasuras 

Home 

Money supply growth target for 1978-79 : 8 to 
12 per cent 'Rolling targets* to be used, to 
make trend clearer and allow revision every 
six months. 

New(17tl0 issue of' National Savinpis Certi¬ 
ficates in June: £2,000 maximum holding. 
Minimum repayments for retailers’ credit and 
Barclaycard and Access scrapped, along with 
£30 cash borrowing limit. 
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by Ibis budget was tobeinetby 
j^tisb g^s, said Mr Healey, *We must 
4afce sure that the products of our indasr 
tiy are more competitive in terms of 
ctfsign, delivery and price’. An improv^- 
mient in these fields was the prime objec¬ 
tive of the tripartite industrial strategy. 
*Our main job now is to cariy the indus- 
trial strategy down to managers and wor¬ 
kers in individual companies and plants 
throughout the country.* 

The main responsibility must fall on 
management and workforce in the indivi¬ 
dual firms and plants, but government had 
a responsibility for providing an environ¬ 
ment which encouraged their work and 
would therefore continue Co support the 
industrial strategy through industrial 
assistance, training schemes and the Natio¬ 
nal Enterprise Board and by helping to 
provide a favourable economic climate, 
Moreover, we are now giving industry 
priority across the whole range of govern¬ 
ment policies, for example in education 
and local planning.’ 

Mr Healey said, he believed that small 
businesses had a special role in improving 
Britain’s Industrial performance. They had 
always been a prime source of innovation 
in British industry and the development 
of small businesses often produced more 
additional jobs more quickly than deve¬ 
lopment in the larger firms. They could 
also play a vital role in regenerating the 
inner cities and countryside. 

overriding objective 

An improvement in Britain’s industrial 
performance must, said the chancellor, be 
the overriding objective since this was a 
precondition for restoring high employ¬ 
ment, but this was bound to take time. 
To the extent that our performance falls 
short in design, delivery and productivity 
of that of our competitors, we will have to 
concentrate on making ourselves competi¬ 
tive in price.’ 

Monetary policy would be a decisive 
factor here. But price competitiveness 
would also depend crucially on reducing 
industrial costs, of which wages were 
bound to remain much the most impor¬ 
tant element. The government could help 
to support commonsense and moderation 
in pay negotiations both by controlling 
prices and avoiding unnecessary increases 


in indirect taxation, and by cutting income 
tax. Bat the main responsibility must 
continue to lie with the trade unions and 
employers who negotiated on pay. 

tho current prospect 

tn deciding how much stimulus he could 
afford to give the economy this year, Mr 
Healey said he had to make a judgement 
about the rate at which industry could 
increase its outputs to meet increased 
demand competitively. He had also to 
consider the likely development of the 
economy over the next year or so if he 
took no further action at all in this bud¬ 
get. Some trends were fairly clear. Likely 
increases in living standards, consump¬ 
tion, private investment, public spending 
and (more difficult to forecast) exports 
pointed to possible growth of 2 to 2} per 
cent in the coming year without a budget 
stimulus. 

But he pointed out that the increase in 
demand which he could afford to generate 
this year depended critically on the outlook 
for inflation, which in turn uould depend 
primarily on monetary policy over the 
next 12 months and the outlook for wage 
costs. 

Over the last 10 months, said Mr 
Healey, the month-to-month increase in 
inflation had been running at an annual 
level below eight per cent. The year-on>year 
inflation rate was likely to reach seven per 
cent in spring or early summer and, unless 
there was some catastrophe, it seemed 
likely to remain fairly steady at around 
seven per cent for the rest of this year—at 
about the average rate for most industrial 
countries and lower than some of Britain’s 
competitors. 

Monetary policy would continue to play 
a central role in the attack on inflation, 
said Mr Healey. He pointed out that ster¬ 
ling M3 grew in March by only one half 
per cent and Ml slightly less, confirming 
that the trend of monetary growth had 
come back into the desired range after 
the exceptional but expected jump in 
January. The figure for 1977-78 as a 
whole would probably be. just above the 9 
to 13 per cent range but under 14 per 
cent. But this was a year in which the 
money supply in Britain was substantially 
increased by inflows of foreign cunrency. 

A target range for sterling M3 was to 


be the fous of monetary policy. Mr Healey 
also intended to adopt a system of rolling 
targets in which the target was rolled for¬ 
ward once every six months to allow for 
regular reassessment and modification if 
necessary. The target range for sterling M3 
for 1978-79 would be 8 to 12 per cent. 
The corresponding level of DCB'would be 
below the £6 billion which was set out 
in the chancellor’s 1976 letter of intent to 
International Monetary Fund. This would 
provide both for a reduction in Che rate 
of inflation and for an increase in econo¬ 
mic growth. It would provide ample 
room for the likely increase in bank lend¬ 
ing to industry. 

He pointed out that, at the moment 
sterling short-term interest rates were on 
the low side, both in relation to controlling 
the domestic money supply and by com¬ 
parison with United States and Euro¬ 
dollar rates given recent developments in 
the exchange markets. He announced, 
therefore, that the Bank of England was, 
on April 11, raising its minimum lending 
rate from 6^ to 7} per cent. 

increasing production 

Within the framework of this monetaiy 
policy, the chancellor said that coopera¬ 
tion was needed from employers and trade 
unions to ensure that rising prices and 
earnings did not make industry uncompe¬ 
titive. Over the last 12 months a reduction 
in inflation had been helped by the appre¬ 
ciation of sterling and by the faU in world 
prices which accompanied the fall in world 
growth and trade. *We cannot rely on 
similar assistance in the next 12 months’. 
Although earnings had increased in the 
current round far less than most observers 
expected a few months ago, they were still 
growing faster in Britain than in most of 
this country’s competitors and Britain’s 
productivity was growing more slowly. 
Unless Britain could achieve much lower 
levels of increase in wage costs than this 
year, Hhen, whatever the size of the sti¬ 
mulus I give to the economy in this bud¬ 
get, we cannot expect to keep control of 
prices, or to see the faster fall in unemp¬ 
loyment at which we atm’. 

Mr Healey proposed early discussions 
with the representatives of bdth sides of 
industry on counter-inflation policies. 

The chancellor explained that the objec- 
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live of bis budget measures was to pro* 
vide additional support for the direct help 
for business, particularly for ludustriat 
Strategy partly in the form of small finns, 
and partly by strengthening the incentive 
to effort at all levels in industry through 
cuts in income tax. He also believed that 
by using tax cuts to increase the real 
value of the pay packet during the com* 


ing yt# . he could encourage ftttUier 
modertpon in pay settlcnumts and a contl< 
nuing^i in the rate qf inflation. The 
measua^ must also ccmiribute directly 
towardl ^e relief of poverty, to the fight 
against nnemployment, to the improve* 
ment Of social services and to the achieve¬ 
ment of a more compassionate and fair 
society. He had dechued on a full-year 


sthnulustp the economy of some£:i;^!blttion 
-or about £2 bilUoa in 197S-?9. The 
measures sho^d raise output by anothmi' 
^ per cbniti io next 12 months and as a 
result gdp should increase by about three 
per cent at 1970 prices—the highest 
increase for five years. 

Courtesy ; Trade and Industry 


Who controls prices in the USSR ? 

Aigimantan Labadinakas 


. Tho author, who /s the head of a sector at the Research Institute 
of Price Formation, USSR State Committee for Prices, says that though 
the price Index In that country has remained practically unchanged. 
for quarter of a century, it should not be concluded that Uie system of 
retail prices In USSR Is a "dead" world of price tags. 


The pare on the Moscow underground 
is five kopecks*, the same as it was in 
1935 when the first line of the Metro was 
opened. For one square metre of living 
space the Soviet citizen pays 13.2 kopecks 
a month—this meagre sum has not chang¬ 
ed over the past 50 years. 

In the meantime the length of Moscow 
underground lines has increased from 10 
to 200 kilometres, with coaches becoming 
much more comfortable and the frequency 
and speed of train movement increasing. 
The quality of modern flats has become 
immeasurably better, too. 

These examples are no exceptions. The 
price index in the USSR has remained 
practically unchanged for almost a quar¬ 
ter of a century. From this, however, one 
should not draw the conclusion that the 
system of retail prices in the USSR is 
a *‘dead” world of price tags. The condi¬ 
tions of production and sale of goods 
change all the time, and this must be 
reflected in the movement of prices. 

Over the past 10 to 15 years the retail 
prices in the USSR for television sets, 
refrigerators, hosiery from chemical fibre, 
garments made of kapron fabrics and 
knitted wear from synthetic yarn were re¬ 
duced several times. Prices have also 
been reduced for radio receivers, tape 
recorders, photographic cameras, motor¬ 
cycles washing machines, vacuum clean- 

* 100 Kopecla*=:l rouble 


ers, some kinds of footwear, overcoats 
and jackets from artificial fur, kapron 
textiles and articles made of them, some 
kinds of medicines, etc. 

At the same time retail prices have 
been raised for jewellery made of pre¬ 
cious metals, fur, some alcoholic beverag¬ 
es, coffee and confectionery, fish delica¬ 
cies, cut-glass wares, carpets and natural 
silk, with tariffs increased for some trans¬ 
port services. 

The latest adjustment of prices took 
place on March 1, 1978. It is important, 
however, to note that the prices of prime 
necessities have not been raised. 

It is a very complicated task to main¬ 
tain prices at a stable level and espe¬ 
cially, to lower them. For this, account 
must be taken of a number of factors. 

Objective conditions are not there al¬ 
ways for reducing production costs. 
Certain raw materials, for example, are 
becoming costly owing to the exhaustion 
of better deposits and also because of 
the increased distance between raw mate¬ 
rial sources and traditional processing 
centres. The necessaiy resources are not 
always available for the output of some 
definite commodities so as to fully satis¬ 
fy the demand. 

But it need not necessarily lead to a 
rise in retail prices. The art of price 
management lies prepisdy. in keeping 
their dynamics within the changes taking 


place in the socially needed labour ex¬ 
penditures. Costly raw materials can be 
compensated for by cheaper processing 
by using highly effectient machinery and 
technology throughout the length and 
breadth of processing industries. As a 
result, pricing processes at the beginning 
and at the end of the technological se¬ 
quence proceed, as a rule, in the opposite 
directions. 

In the USSR, for exiunple, the pro¬ 
duction of coking coals and iron ore is 
becoming more expensive and yet, in 
spite of that, during the last 25 years 
there has been considerable reduction in 
wholesale prices for machines and equip¬ 
ment, which io turn helped to cut back 
retail prices for domestic appliances. 

raducing prices 

Needless to say, such possibilities of 
reducing the prices of the end products 
in the various industries do hot appear 
simultaneously. While in engineering 
and chemical industries, they are already 
a reality, in some other branches it is 
too early to say so. There are, for exam¬ 
ple, no well-founded prerequisites for 
lowering retail prices of foodstuff^. The 
USSR’s agriculture, which incidentally 
is going through rapid reconstruction, 
does not yet have conditions for consi¬ 
derable reduction in costs. The sequence 
of operations in the food industry, as 
distinct from engineering or chemicals, 
is short: there is no room for reducing 
the cost of initial stock drastically during 
processing. 

That is why food prices io the USSR 
remains pra^cally unchanged. It should 
furthermore be remembered that cash in- 
comes of the population grow steadily. 
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t n ywio yw: ht 1977, for t^unplet 
avenge wa|eai and salaries increased 
almost tiuee per cent and collective 
jSimets' remuneration by 4.3 per cent, 
viith many categories of working peopled 
Itiving tbeir pensions increased at the 
sitoe time. 

It shonld be stressed that with stable 
prices,people can fblly realise the benefits 
of this cash increment. Incidentally, 
food prices in the USSR are among the 
lowest in the world. A kilogramme of 
high-quality beef costs, for example, two 
roubles and a kilogramme of medium- 
quality white bread 33 kopecks. 

The stability of the retail price index in 
a contemporary economy can be achieved 
only In conditions of planning. Planning 


prices alone is not enou^. To make 
them behave properly, ft is necessary to 
run all social produefion capacities effi¬ 
ciently. And even this is not enough: the 
economy should “incorporate” a device 
encouraging the producers to reduce 
costs and not to raise selling prices. 

Such a device exists in the Soviet 
Union, and is being perfected. The plan¬ 
ning of proportions in production and 
of cash incomes is becoming increasingly 
optimal and the economic organism tends 
to improve production efficiency in every 
way, which helps to save resources. In 
such conditions the direct control of 
prices becomes more productive. 

This is done under the direction of the 
State Committee for Prices of the USSR 


Decline in quality of life 


T/ie average per cent change for good events In an American's life In 
the past 15 years has been 44 and for bad events 80 per cent. 
Interestingly the only major decrease In all 16 series Indicated In the table 
on page 840 was In an Individual's chance of becoming a parent, down 
by over 35 per cent, according to Vie Predicasts' Basebook 1977. 


Thb Cleveland-based business informa¬ 
tion and marketing research firm has com¬ 
piled a Quality of Life Index using data 
from its just-released 1977 edition of 
the Predicasis' Basebook. Company 
President, Samuel A. Wolpert chose eight 
pleasant events (getting married, purchas¬ 
ing a new car or home, travelling abroad, 
etc) and eight unpleasant ones (losing a 
job, being a crime victim, dying, etc) from 
1960 through 1976 and calculated the 
three-year averages of the occurrence rate 
for each event. 

The index shows that the pace of life has 
accelerated markedly in the past 15 years, 
with thechance of occurrence of one of the 
significant events in each American’s life 
increasingfrom an average of 65 per cent in 
a'year in the early 1960's to more than 90 
per cent in the past few years. The impli¬ 
cation? Based on past events, each 
American citizen has a better than 90 per 


cent chance that one of the 16 measured 
events will happen in an upcoming 
year. 

The chances of one of these occurrences 
falling into the “good event” category 
rather than the “bad event” group has 
declined; the ratio of good events to bad 
has dropped from a high in the mid.l960’s 
of 1.81 to a low of 1.59 in the mid-1970’$. 

f 

The average per cent change for good 
events over the period was 44 per cent, 
and for bad events 80 per cent. Dramatic 
increases have taken place in an average 
American’s chances for foreign travel (up 
225 per cent in 15 years), the possibility of 
being the victim of either violent crime (up 
188 per cent) or crime against our property 
(up 171 per cent), or the chance of being 
divorced (up 120percent). Interestingly, 
the only major decrease in all 16 series 
was in an individual’s chance of becoming 


Council of Ministers. Similar oomniRtees 
exist in the union republics and ahm in 
price departments in the regional and ci(y 
executive committees of peojde’s deputies. 
State bodies establish average priCM in 
major industries, recommend methods 
of drawing up price lists and monitor 
the observance of financial discipline. 
They also fix specific prices for major 
commodities. The price lists are compiled 
directly in the branches of the national 
economy under the supervision of the 
same state bodies. 

The state-run price fixing bodies are 
closely “fitted” into the rutional system 
of social production management and 
any problems of price planning are tackl¬ 
ed while grappling with all other questions 
of economic development. 


in USA 

a parent, down over 35 per cent from the 
early 1960’s. 

States Wolpert, “We can take heart, 
however, since a glance at the Quality of 
Life Index shows a person’s chance of 
dying this year is less than one in a 
hundred and his chance of being mugged 
or beaten, less than one in two hundred.” 

Wolpert admits, the 1977 Predteasts' 
Basebook has applications more subs¬ 
tantive and serious than that which he 
has somewhat whimsically put together. 
This unique publication contains annual 
data for 1960, 1963 and 1965-76 for ovei 
25,000 statistical series, thousands of whicii 
were not included in the 1976 edition. 

-- - . . ” — > 

Announcement 

M/s. Saurabh Pustak Bhandar, 
Ahmedabad, have baan appointad 
as ona of our Subscription 
Agants. 

Nacassary anqulrias may plaasa 
ba mada to:- 

Saimbh Pestak Bbaedar 

615, Rallaf Road, First Floor, 
Naar Calleodoma, 
AHMEDABAD-S80001 
nona No. 31280 
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SobjectB covered range from US popolation 
and OroBS National Product to Bpecific 
productB.Md services. All series are coded 
and sequenced by Standard Industrial 
Classification and are presented on one 
line in the Basebook. 


A jbtpical use of the Basebook in* 
volvef the analysis of different series for 
the a|me industry which con yield useful 
insighgi into the relationships among wages, 
proditttion, employment, productivity, 
prices, capital use and prpfits. Similarly, 


pcanparisons of growth xat« nmemg. pro¬ 
ducts, industries, services ud general 
economic indicators, can provide measures 
of th» ejects of new technology, competi* 
tion and sociological trends (such as those 
in the Predicasts' Quality of Life Index), 


Quality of Life Index 

(The Chance of Events Happening in One Year Per Person) 


(Per cent) 


Per cent change 



1960-62 

1963-65 

1966-68 

1969-71 

1972-74 

1975-77 

1975-77 vs 1960-62 

Good Events 








Getting married 

1.69 

1.80 

1.96 

2.11 

2.15 

2.03 

-b20.1 

Becoming parent 

4.61 

4.13 

3.57 

3.54 

3.03 

2.97 

—356 

Hired for job 

1.42 

1.47 

1.75 

1.61 

1.78 

1.56 

-f9.9 

New car per household 

12.14 

14.77 

15.00 

14.54 

14.90 

13.42 

-i-10.5 

New house per household 

2.77 

3.12 

2.71 

3.34 

3.54 

2.50 

—9.7 

Foreign travel 

1.14 

1.52 

2.18 

3.14 

4.02 

3.71 

+225.4 

Visit national park 

15.74 

18.04 

20.20 

22.29 

25.72 

28.21 

+79.2 

Graduate, HS or college 

1.25 

1.47 

1.64 

1.80 

1.88 

1.88 

+50.4. 

Good Events* 

40.76 

46.32 

49.01 

52.37 

57.02 

56.28 

+38.1 


Bad Events 


Getting divorced 

.45 

.47 

.54 

.69 

.87 

.99 

+ 120.0 

Dying 

.94 

.95 

.95 

.94 

.93 

.88 

—6.4 

Laid off job 

1.47 

1.44 

1.72 

1.78 

1.81 

1.55 

+5.4 

Motor vehicle injury 

1.72 

1.96 

2.18 

2.44 

2.38 

2.44 

+41.9 

Admitted to hospital 

13.99 

14.70 

14.81 

15.48 

16.34 

17.15 

+22.6 

Violent crime victim 

.16 

.19 

.26 

.36 

.43 

.46 

+ 187.5 

Property crime victim 

1.77 

2.15 

2.74 

3.56 

3.89 

4.80 

+171.2 

On public assistance 

3.66 

3.77 

4.27 

6.25 

7.17 

7.22 

+97.3 

Bad Events** 

24.16 

25.64 

27.47 

31.50 

33.82 

35.49 

+46.9 

Something Happening 

64.92 

71.96 

76.48 

83.87 

90.84 

91.77 

+41.4 

Ratio Good/Bad 

1.69 

1.81 

1.78 

1.66 

1.69 

1.59 



*Average percentoge change 43.8. ••Average percentage change 79.9. Source: Predicasts, INC, Cleveland, Ohio 
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flw JnfMimtioii ntfals' 

witv «tuted aoUqg oatbe 
^^pott . U« hi» infomed Lok Sabba that 
govenuhent has no intentwn pf 
rldhristeniag Aka$h Vani as Aka^ 
Having rejected this perfectly 
innocuous suggestion, Mr L.K. Advani is 
not to be expected, surely, to go along 
with the Working Croup’s catastrophic 
conclusion that the restructuring of the 
Radio and TV set-up should culminate 
in the abolition of the portfolio of 
Broadcasting. Mr Advani may probably 
be evim willing to shed his entire minister- 
ship for a, good cause, but it is hardly 
likely that he will settle for half a loaf 
as teiiig better than nothing. The 
Verghese report, in other words, seems 
headed for infant mortality. 

I am not implying that the Information 
minister, individually, or the govern¬ 
ment, collectively, is not sincere in seek¬ 
ing to provide for the autonomy of Akash 
Vani or Doordarshan. But 1 do suggest 
that the trusteeship scheme sponsored by 
the Working Group just does not have a 
chance for the excellent reason that it is 
clumsy, contrived, complicated and com¬ 
pletely out of touch with reality. It just 
does not make sense to expect any 
government in this country to divest 
itself entirely of an effective say in the 
functioning of these mass media in the 
name of their freedom from political 
control. The minimum that may reason¬ 
ably be insisted upon is that Akash Vani 
and Doordarshan should cease to be run 
as government departments and that they 
should be placed under statutory public 


amdy 10 have got on irkh it and spared 
everybody alt this tench ado about 
nothing. 

When the Verghese committee was set 
up, I wrote in these columns, at the risk 
of being misunderstood, that its composi¬ 
tion—and, especially, the choice of Mr 
Verghese as its chairman—ensured that it 
would produce a well-written report, but 
not a very useful one. Besides being well- 
written, the report is also long. This, 
too, could have been predicted. Given 
the vast expanse of its terms of reference, 
the Verghese committee, in fact, has 
reason to be amazed at the moderation 
of its loquacity. 

A friand from Bombay. 

who chooses to play the Innocent Abroad 
whenever he comes to Delhi, was indi¬ 
gnant that so many to whom the Verghese 
committee had sent its questionnaire 
had not troubled to reply. This, accord, 
ing to him, indicated a widespread lack 
of public spirit. As one who was himself 
guilty, 1 begged of him to ponder the 
possibility that some at least of those 
who did not file their response might have 
been influenced by the feeling that the 
Verghese committee was trying to do a 
job that did not really need doing. After 
all, it is fairly obvious that, if something 
more could be done to ensure the free¬ 
dom of broadcasting and television as 
mass media, besides securing a certain 
degree of autonomy to Akashvani and 
Doordarshan by releasing them from 
departmental control by the government, 
it could only be by departing from the 
monopoly principle and allowing for 


mittee, for Instance, was another of 
Love’s Labour's Lost. In that case, too, 
the composition of the committee was 
not right. They should have made Mr j 
C.R. Irani the chairman, for it was clearly 
not to be expected that Mr Irani Would 
be content to play second fiddle to, of 
all persons, Mr Kuldip Nayar. One need 
not waste one’s sympathy, however, on 
the Janata government, since it seems to ^ 
be going out of its way to give itself a 
raw deal in the matter of committees. 
There is, for instance, the committee on 
controls and subsidies. Some one like Mr 
K.B. Lai would have made a go of it as 
its chairman. Or, are there not men like 
Prof Vakil, Mr H.T. Parekh or Mr James 
Raj? As it is, we may only hope that its 
member-secretary, who happens to be the 
Finance ministry’s second thought on the 
subject, will manage to salvage it. The 
point is that a succession of weak or 
inexpert committees is bound to harm 
the government’s credibility, in addition 
to giving rise to gossip about favouritism 
or cronyism. In particular, there will be 
rumours of influence peddling in such 
sensitive or strategic power centres as the 
prime minister’s establishment. 

Irwin Hospital was 

renamed after JP some time back. 
Willingdon Hospital has now become 
Ram Manohar Lohia Hospital and 
the Lady Hardmge Hospital Sucheta 
Kripalani Hospital. There can be no 
stopping, apparently, of the resurrec¬ 
tionists of the Janata party. They are 
always able to dig up some figure from the 
past, if none is found fit among the living. 


corporations which will discharge their 
responsibilities subject to adequate 
arrangements for associating parliament 
and public opinion with their general 
performance. The report of the Chanda 
committee still makes good basic 
material and the government ought 


competition from broadcasting and tele¬ 
vision in the private sector. I'his kind of 
approach was of course never really on 
the cards of the Verghese committee. 

Come to think of it, the Janata govern- 
medt has not been very happy in its 
committees. The Kuldip Nayar com- 


Talking of hospitals, it seems to me 
that not since transcendental meditation, 
which is supposed to be moderately use. 
ful in cases of blood pressure or a few 
other ailments, has our country had so 
promising a medical merchandise for 
export as auto-urine therapy. It appears 


MOVING 

FINGER 


that it is catching on in the UK. Unfor¬ 
tunately, we cannot make money out of 
it. Our Health minister, however, could 
still go to Britain to study how they are 
doing it there. After aU, Mr Raj Narain 
did visit Britain, immediately airier beco¬ 
ming minister, to 
study the National 
Health Service 
there. 
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Subsidies on Exports 

'Die cash compensatory sup* 
port for exports does not 
involve any “excessive subsidi* 
sation” as it mainly compen* 
sates exporters for taxes paid 
cm inputs and assists the new 
and growing export segments 
mostly in the small-scale sector, 
according to Commerce minis¬ 
try. Cash assistance given to 
exporters has steadily risen 
from Rs 30 crores in 1968-69 
to Rs 94 crores in 1975-76. It 
shot up to Rs 240 crores in 

1976- 77 and to an estimated 
Rs 312 crores (provisional) in 

1977- 78, The budget for 

1978- 79 provides for Rs 250 
crores. 

The assistance is given for 
product promotion for these 
non-traditional and industrial 
products particularly those 
with export poten^ for 
growth and the rates of com¬ 
pensatory support generally 
vary between five per cent and 
20 per cent of f.o.b. realisa¬ 
tion. The engineering goods 
cover nearly 40 to 50 per cent of 
the cash assistance, according 
to official sources. The other 
products are chemicals and 
allied products, plastic goods 
and sports goods, woollen car¬ 
pets and finished leather and 
leather manufactures. Cash 
assistance is also given for 
commodity development, a 
major portion of which goes 
for car manufacturers, decorti¬ 
cated cottonseed and cake 
extractions and groundnut 
cake and rice bran extraction. 

The other elements of export 
assistance am grants in aid to 
exports promotion councils for 


marketing, commodity research, 
sponsoring of trade delegations 
and other promotional acti¬ 
vities as well as the export 
credit development scheme. A 
subsidy at the rate of one to 
five per cent per annum is 
available from government to 
banks and other eligible insti¬ 
tutions for export finance. 
There is also a freight subsidy 
on some export products car¬ 
ried by railways and airlines 
which together come to the 
order of Rs 2 5 crores. In 
1976-77 cash assistance cover¬ 
ed exports of the order of 
Rs 1500 crores out of the total 
exports of Rs 5143 crores— 
nearly 30 per cent. But cash 
assistance mainly goes to 
manufactured products and is 
spread over 30 to 40 per cent 
of the total exports. 

GIIC 

Gujarat Industrial Invest¬ 
ment Corporation (GIIC) will 
provide interest subsidy to the 
small-scale units of engineer 
entrepreneurs on the pattern of 
official scheme. It will be avail¬ 
able to the units assisted under 
the GIIC technicians scheme 
for a period of three years 
starting from April, 1978. With 
a subsidised rate of interest of 
seven per cent per annum, the 
total benefit to the units accru¬ 
ing over the period of next 
three years will amount to 
Rs 40 lakhs. 

It is notable that GIIC has 
decided to start the interest 
subsidy scheme from out of 
its own resources, since the 
corporation is not an agency 
yet recognised by the Reserve 
Bank of India under the Credit 


booster for engineer entrqne- 
neurs, notwithstanding the 
heavy financial implications it 
will have on the corporation’s 
own firnds. 

The benefits of interest sub¬ 
sidy will be immediately avail¬ 
able to the units regular in 
repayment. Under the official 
scheme, only those units who 
have been regular in their pay¬ 
ment are entitled to the bene¬ 
fit of concessional rate of seven 
percent. 

Fonign Exchangt for 
Students 

The Reserve Bank has decid¬ 
ed that students belonging to 
scheduled castes and tribes 
desirous of prosecuting higher 
studies abroad should be 
allowed a relaxation up to 10 
per cent in the qualifying 
marks which at present is 55 
per cent in the relelvant quali¬ 
fying examination for the pur¬ 
pose of release of foreign 
exchange. In other words, the 
qualifying marks in their case 
will be 49.5 per cent. Such 
students should, however, 
satisfy the other existing condi¬ 
tions laid down for grant of 
exchange facilities. 

Bank Credit for 
Priority Soctor 

Bank of India has launched 
credit plans in all the 32 
lead districts allotted to them 
under the lead bank scheme. 
The bank has thus fulfilled an 
important social obligation in 
these districts and is the first 
nationalised l»nk to have done 
so. These credit plans have 
been formulated after compre¬ 
hensive surveys of each .lead 
district in the states of Maha- 
ra^tra, MP, UP, Bihar and 
Orissa, The credit plans for- 


in the lead. Hie schemes main¬ 
ly covers lending to agriculture, 
small-scale units and com¬ 
munity banking. Provision has 
been made in the credit plans 
to provide adequate credit 
towards increase in agricultural 
output, development of tiny 
sector in small industries and 
creating employment oppor¬ 
tunities for the educated un¬ 
employed. The credit outlay 
amounting to Rs 235 crores 
extends over a period of three 
years in these 32 districts. The 
projected impact on implemen¬ 
tation of the plans will be an 
additional irrigation of four 
lakhs acres of land and increas¬ 
ed agricultural output for six 
lakhs farming families; direct 
employment in small industries 
for one lakh persons and under 
other schemes to 1.2 lakh 
persons in these districts. 
Indirect benefit to the com¬ 
munity is far reaching. 

Indo-Syrian Trade Pact 

Trade between India and Syria 
will expand in terms of a new 
agreement signed by the two 
countries recently. By this, 
possibilities for undertaking 
jomt ventures would be explor¬ 
ed. The two countries have 
also indicated the items which 
can be exchanged to mutual 
advantage. The new agreement 
was signed by the Commerce 
minister, Mr Mohan Dharia 
and Mohammad Al-Imadythe 
Syrian minister of Foreign 
Trade. 

The items which India has 
offered to supply include tea, 
coffee, spices, robber and 
leather manufactures, an types 
of textile and dotUng, jute 
goods, chemicals and allied 
'products, ptaitie goods, hroa 


tQuatantee Scheme for whMi aolated hy the bank sfca 
necessary representation .has bnhtffi of adunnes lor lanaing 
been made to goveroment of totbe priodfy sectors bythe 
India. It is expected that the commetdal ahd cooperative 
OllC’sdecision will be a morale* banks operating in these dis¬ 
tricts, wiUi the Bank India 
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it^pattlijiu to sapply 

phospiiB^, pboiphi^ 
ib^ters, lentils uid odier 
pdses, p^rotottin, petroleum 
p^oets, cotton, cement, 
spirits and vegetable oil and 
oilseeds. 

In oMcf to ftdlitate imple- 
mmitation of the new agree¬ 
ment and to farther expand 
the trade relations, it has been 
i^reed to set up a committee 
cumsisting of representatives of 
both the countries. It will meet 
fiom time to time to review 
the position and sort out pro- 
Uems which may arise. The 
two countries will also hold 
trade fairs and exhibitions. 
Moreover, it has been agreed 
to extend cooperation by 
each side with a view to streng* 
thening economic relations 
and to furthering the inter¬ 
change and use of scientific 
and technical knowledge 
particularly by affording oppor¬ 
tunities for technical training 
and assistance. 

Sale of Gold by 
Goverament 

The Reserve Bank has drawn 
up a programme for sale of 
gold held in goverament 
stocks, in pursuance of the 
decision announced by the 
Finance minister in his last 
budget speech. The sales will 
be through a series of auctions,- 
the first of which will be held 
on May 3. Bids for the first 
auction on May 3 will be 
received during business hours 
(from 11 am to 3 pm; on 
May 2 and 3. The dates 
tentatively fixed for a few sub¬ 
sequent auctions are May 17 
and 3r, June 14 and 28 and 
July 12 and 26. The Reserve 
Bank reserves the right to vary 
the dates or cancel aay of the 
ancUons if circumstances so 
warrant. 
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Tlwdiwtipiis^ be on the 
biris of Sealed tandws to be 
Invited from those holding 
licenoeafr> deal in gold under 
the 0(w (Control) Act, 1968. 
Licensed dealers all. over 
India are free to make bids in 
accordance svith the terms and 
ctmditions of the invitation to 
bid. For the convenience of 
dealers, copies of the invitation 
to bid have been made avail¬ 
able in the offices of the 
Reserve Bank in Bombay, 
Ahmedabad, Bangalore, Bhu¬ 
baneshwar, Calcutta, Cochin, 
Oauhati, Hyderabad, Jaipur, 
Kanpur, Madras, Nagpur, 
New Delhi and Patna. All bids 
will have to be sent to the 
Bombay (Fort) office of the 
Reserve Bank within the pres¬ 
cribed time. 

Sales Procedure 

The gold to be sold through 
the auctions will be in bars of 
100 grammes with .995 fineness. 
The gold will be sold “as is” 
without any wananty from the 
Reserve Bank or the India 
Government Mint in respect 
of weight, fineness or other¬ 
wise; no physical inspection 
will be allowed. The bids will 
have to be for a minimum of 
1,000 grammes; no bids for 
more than 5,000 grammes will 
be accepted. All bids must be 
in multiples of 100 grammes. 
The bidder will be required to 
specify the quantity required 
and the price (exclusive of 
sales tax which will be payable 
separately) per 10 grammes at 
which he is willing to buy the 
said quantity. Each bidder will 
be permitted to make only one 
bid. Valid bids will be ranked 
in order of descending price. 
Awards will be made to bidders 
who rank above the position 
determined by the Reserve 
Bank with due regard to the 
quantity to be sold at this 
auction and the reserve price. 
The award win be for the 


bid at the price 
quoted. Delivery of gold will 
be .given in Bombay mily. 

FiCONI 

H.L. Finandag Consultants 
-and Management Services Pvt 
Ltd has started investment and 
portfolio management service 
in Delhi. It is geared to render 
guidance on a long term, con¬ 
tinuous and personal basis. The 
guidance is based on systematic 
and scientific study and analy¬ 
sis of the various fisctors affisct- 
ing the individual company’s 
prospects. 

IDA Assistance for 
Power 

The World Bank and its 
affiliate, the International Deve¬ 
lopment Association (IDA) 
are providing USS 305 million 
to assist electric power deve¬ 
lopment in India. A World 
Bank loan of USI 105 million 
will help finance the construe- 
tlon of a 500 MW thermal 
power station and associated 
works in Trombay, in Maha¬ 
rashtra state. An IDA credit 
of USS 200 million will be 
devoted to the construction of 
the first stage, consisting of 
three 200 MW generating 
units of the Korba Thermal 
Power Station in Madhya 
Pradesh state, which will have 
an ultimate capacity of 
2100 MW. The two projects 
are part of the World Bank’s 
efforts to help India meet the 
growing demand for power. 
Today’s operations bring the' 
total of Bank and IDA assis¬ 
tance for electric power deve¬ 
lopment in India to US$ 
1080.5 million. 

The project being imple¬ 
mented by the Tata Electric 
Companies is part of Maha¬ 
rashtra state’s plan to eliminate 
existing power shortages and 
to meet the demand which is 
growing at the rate of 10 per 
cent per annum. This would 


be the first 500 MW fane- 
rating unit in India 'amL 
as such, it represents a signi¬ 
ficant technological advance. 
Ibe project is scheduled to be 
completed in 1984.atatotaI 
estimated cost of '%|K 209.4 
million. - ^ 

The Bank loan to the 
Tata Electric Companies will 
be guaranteed by the govern¬ 
ment of India. It is for 20 
years, including five years’ 
grace. It will carry interest 
at the rate of 7.5 per cent per 
annum. 

The USt 406 million project 
consists of construction of the 
first 600 megawatt capadty in 
the Korba Thermal Power 
Station, together with andl- 
lary equipment and related 
works and 400 KV transmis¬ 
sion facilities to convey bulk 
power to Gujarat, Maharashtra 
and Madhya Pradesh states. 
The capacity at Korba is ex> 
pected to reach 2,100 MW by 
October 1986. The IDA credit 
to India is for 50 years, in¬ 
cluding 10 years of grace. It 
is interest free except for a 
service charge of 3/4 of one per 
cent to meet IDA’s adminis¬ 
trative costs. Tlie government 
of India will relqnd the pro¬ 
ceeds of the credit' to the 
National Thermal Power Cor¬ 
poration Limited, which will 
implement the project. 

HDFC 

The Housing Development 
Finance Corporation Ltd 
(HDFC) will enter the capital 
market on May 23 with a 
public issue of 399,874 equity 
shares of Rs 100 each. The 
issue has not been under- 
.written. The corporation has 
been promoted by the Indus¬ 
trial Credit and Investment 
Corporation of India (ICICI) 
which has taked up equity 
shares worth Rs 50 lakhs. li 
will make available long term 
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loans for the construction, 
purchase and o^ership of 
houses on the lines of building 
societies and savings and loans 
association in the west. Its 
initial C 9 a|d is Rs lOcrore 
divided Jv equity shares of 
Rs too eCch. Of this, banks 
have been offered shares worth 
Rs 2 crores, industrial con¬ 
cerns including FERA com¬ 
panies Rs 2 crores, General 
Insurance Corporation and 
Lie Rs 25 lakhs each. With 
the ICICI's share of Rs 50 
lakhs, HDFC has thus been 
able to raise Rs 5 crores by 
private allotment. 

Even the Internatio ial 
Finance Corporation, Wa( hing- 
ton, has agreed to subscribe to 
equity shares worth Rs 50 
lakhs with standby facilities of 
the same order. It has also 
agreed, in principle, to provide 
a line of cr^it of Rs 32 crores. 
Besides, the Agha Khan has 
agreed to subscribe to equity 
shares worth Rs 50 lakhs, with 
standby facilities of the same 
amount. In this way, HDFC 
has been able to raise funds to 
the extent of Rs 6 crores. The 
remaining capital of Rs 4 
crores is being offered for 
public subscription. 

IndiVBelgium Trade 

Belgium will soon offer a 
new package of commodities. 
It will not only result in in¬ 
creasing the Indo-Belgian 
trade but also diversifying the 
trade exchanges. Indicating 
ffiis at a press conference 
recently, the Belgian Foreign 
Trade minister, Mr H. De 
Bruyne stated that diversiiica- 
tinn was essential for the 
future growth of trade between, 
the two countries. At present, 
the trade is dominated by 
diamonds 

He also indicated that there 
were possibilities of the two 
countries cooperating with 
each other in setting up joint 


ventures in third l^tries in 
the fidd of tdecou^unicatjon. 

Mr Bruyne exjp^ed the 
hope that it wout^: be possible 
to double the trade, turnover in 
one year or so beoause there 
was potential for ft. 

In reply to a qiwstion about 
the negative balance of trade 
with India, he explained that 
this was not a serious problem, 
it should be possible to have a 
balanced trade if diversifica¬ 
tion took place on a big scale. 

Agreemant with 
UNICEF 

A revised basic agreement 
was concluded with UNICEF 
recently replacing the earlier 
basic agreement of May 10 
1949. Mr Saran Singh, sec¬ 
retary to the government 
of India in the department 
of Social Welfare, signed 
the agreement on behalf of 
the government of India, 
and Mr T. Qian Davies, re¬ 
gional director UNICEF, on 
behalf of UNICEF. Mr 
Davies had also signed the 
earlier agreement as UNICEF's 
the then permanent representa¬ 
tive in India. The new agree¬ 
ment has several improved 
features over the previous one. 
Some of these are; (i) Trans¬ 
fer of ownership to the govern¬ 
ment of India in respect of 
all UNICEF supplies directly 
on arrival in India/purchases 
in India; (ii) Maximum local 
purchases by UNICEF in res¬ 
pect of its operations in the 
region; and (iii) The termina¬ 
tion of the provision in the 
1949 Agreement that vested 
in UNICEF the authority to 
take appropriate action in cases 
of disagreement as to whether 
the terms of the agreement are 
being complied with. 

A new agreement provides 
that government shall permit 
UNICEF officers to observe 
all phases of the plans of 
operations and cooperate with 


the covammMt in the review 
aud preparation of proposed 
projects etc. ■ 

Coftoms Duty Cut 
on Auto Parts 

The government has decided 
to extend for another three 
months—-up to June 30—the 
concession on customs duty to 
certain critical automotive com¬ 
ponents. 

Originally, the concession 
—reduction of the customs 
duty from 120 per cent to 40 
per cent ad-valorem—was 
given from January 30, to 
March 31, 1978. 

In January, the government 
had decided to permit import 
of certain critical automotive 
components in view of the 
disruption in production in 
in some of the units. 

To keep the price of import¬ 
ed components at a reasonable 
level as compared to the 
domestic items, the reduction 
in customs duty was extended. 

NAFED to Export 
Onions 

The central government has 
authorised the National Agri¬ 
cultural Cooperative Market¬ 
ing Federation to provide the 
growers of onion a reasonable 
price with immediate effect, 
according to an official press 
release. 

It said, the step had been 
taken in view of reports that 
prices of onion had declined 
in the producing areas. 

NAFED will continue as a 
canalising agency and will ex¬ 
port onions till the price was 
stabilised at a reasonable level. 
It will also make all efforts 
to supply onion to non-pro¬ 
ducing areas. 

SHo Construction 
Project for EPI 

The state owned Engineering 
Projects India Limited (EP|) 
b» bagged a Rs 47 crore pro¬ 


ject contraot in Jbaq Ibt. 
coastnmtloa tff grain ^kwnewr 
Mosul in the nor^wenu^ 
'Aperts of .fltat country. Tl^'is :i 
the largest turak^ bontrict 
ever secured by an Indian 
company in Iraq. The prcject 
involves construction of grain 
silos at Sinjar, Shirkat and 
Talafar, 400 km from Bagh¬ 
dad. The proposed silos ate 
being designed to a wheat sto¬ 
rage capacity of 20,000 tonnes, 
40,000 tonnes and 60,000 
tonnes respectively. The grain 
handling equipment is {uo- 
posed to have a rated capacity 
of 33 tonnes per hour and 
shall involve equipment for 
unloading of grain. 

The project is said to be 
quite sophisticated as various 
safety measures including grain 
temperature detection, level in¬ 
dicators, fhmigation etc are pro¬ 
posed to be in-built in the silos. 

Names in the News 

MrB.L. Khurana has been 
appointed as general manager 
of The Lakshroi Commercial 
Bank Ltd. In 1974 he was 
appointed as the assistant 



Mr B. L. Khurana 

general manager and in March 
1977, as deputy general mana¬ 
ger of the bank. In the latter 
position he was in charge of 
the biggest zone comprising 
Maharashtra, Gujarat, southern 
states, Uttar Prade^ and 
Haryana regions. 
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Coronandtl Fer^lisers 

The YEMi 1977 marks the com- 
]detionpfh decade of mean¬ 
ingful progress for the Coro- 
mandel Fertilisers Ltd. During 
thd period, over two million 
tonnes of Gromor fertilisers 
Imye served to nourish the 
country's soils. The gross pro¬ 
fit for the year before provid¬ 
ing for depreciation and taxes 
is Rs 14.88 cross. Depreciation 
few the year is Rs 2.56 crores 
and provision for taxes is 
Rs 6.90 crores. The profit for 
the year, after depreciation and 
taxes, therefore, amounts to 
Rs 5.42 crores. The directors 
have recommended payment 
of dividend for the year at a 
rate of 20 per cent i.e. Rs 2.00 
per equity share subject to 
applicable income tax. 

The directors have recom¬ 
mended the issue of bonus 
shares in the ratios of three 
shares for every five equity 
shares held. The bonus shares 
shall rank for dividend as may 
be declared on equity shares 
for the financial year commen. 
cing January 1, 1978 and rank 
in all other respects pari passu 
with the existing equity shares. 
The company has applied for 
the required approvals from 
the central government and 
the Reserve Bank of India. 

Despite severe power restric¬ 
tions during the first half of the 
year and the unfortunate deva¬ 
station caused by the cyclone 
fiiat hit Andhra Pradesh in 
November, which aftbeted 
water supply, the company 
has been able to achieve a 
sligbfty higher level of produc¬ 
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tion than that achieved during 
1976. The total quantity of 
fertilisers produced was 
248,000 tonnes compared to 
247,000 tonnes during the pre¬ 
vious year. Sales of fertilisers 
during the year aggregated 
261,000 tonnes, which was 
higher than the quantity sold 
in 1976 by over 26,200 tonnes. 
Approximately 82 per cent 
was sold in the company’s 
economic marketing area. The 
technical feasibility study of 
the Ammonia Argon Recovery 
Project is under study. In 
regard to the stand-by power 
plant, turnkey orders have 
been placed with the suppliers 
for the equipmenti 

Escorts 

Escorts Ltd has declared a 
final equity dividend of eight 
per cent for 1977 which to¬ 
gether with an interim of eight 
per cent already paid makes a 
total of 16 per cent, the same 
as last year. The company has 
improved its working in 1977 
with sales and other income 
up from Rs 90.93 crores in 

1976 to Rs 106.15 crores in 

1977 and the gross profit from 
Rs 9.41 crores to Rs 10.28 
crores. After various appro¬ 
priations there is a surplus of 
Rs 2.71 crores against Rs 3.34 
crores. Equity dividend 
(including interim already 
paid) will absorb Rs 90.98 
lakhs (same). The company's 
working has been satisfactory in 
the first quarter of the current 
year (January-March) with 
sales exceeding Rs 30 crores 
and a pretax profit amounting 
to Rs 2.30 crores. Mr H.P. 


NMOfla^ durirman, is confident 
that the growth in sales will be 
maiqtained in the rest of the 
year with substantially better 
profits. The first phase of 
Goetze piston rings project has 
gone into production this 
April, a year ahead of 
schedule. 

Cadbury India 

The annual statement of the 
chairman of Cadbury India, 
Mr P. Pandhi has disclosed 
that in line with the recently 
announced industrial policy of 
the government which requires 
a change of character in com¬ 
panies like Cadbury India, the 
management is doing its best 
to achieve growth through 
diversification into areas 
which accord well with 
national priorities. The first 
new project of the company, 
the Sal fat plant for the manu¬ 
facture of cocoa butter substi¬ 
tute, was commissioned in 
October 1977 and yielded a 
foreign exchange earning of 
Rs 60 lakhs within the first 
three months of its operations. 
Exports through this project 
in 1978 am expected to amount 
about Rs 4 crores. The 
company is actively working 
on a project for the manu¬ 
facture of apple juice concen¬ 
trate in Kashmir and the pre¬ 
liminary government approval 
has been obtained. The project 
will ensure a meaningful use 
of annual apple crop a large 
portion of which is wasted at 
present. 

Boots Company (India) 

The directors of the Boots 
Company (India) Ltd have 
recommended a dividend of 18 
per cent on the increased share 
capital for the year 1977. The 
company achieved increased 
sales, production and profit 
and also set up its new chemi¬ 
cal plant at Abmednagar. The 
new plant was inaugurated on 
March 19, 1978 by Dr Gordon 


Hobday, the chairman of .the 
patent company. The Boots 
Company Limited, Not¬ 
tingham. The new chemical 
factory at Abmednagar is the 
company’s third ^n]|||ufactur- 
iog unit, the other ^p being 
the Insulin plant jdu phar¬ 
maceutical factory at Sion in 
Bombay. The now chemical 
factory will augment the com¬ 
pany’s capacity to manufac¬ 
ture bulk drugs as required by 
the government and would 
initially undertake the produc¬ 
tion of Ibuprofen, which is the 
bulk drug required for our 
renowned antirheumatic Brufen 
tablets. 

The company’s perfor¬ 
mance during 1978 has also 
been satisfactory. The first 
three months’ sales amounted 
to Rs 3.71 crores as compared 
to Rs 2.90 crores for (he cor¬ 
responding period of 1977. 
Mr Nawal S. Phatarphekar, 
chairman of the company, 
stated at the annual general 
meeting held recently that it 
was difficult to forecast the 
year end results in view of the 
new drug policy, which was 
announced by the government 
at the end of March this year. 

Pfizer 

Pfizer Ltd has maintained 
its progress during the year 
ended November 30, 1977. 
The total sales for the year 
have amounted to Rs 41.23 
crores as against Rs 39.35 
crores in the previous year, 
registering a modest growth of 
4.8 per cent. The net profit has 
amounted to Rs 2.55 crores. 
A sum of Rs 4.35 crores has 
been provided for taxation 
(Rs 4.28 crores). 

The volume of production 
achieved during the year was 
adversely affected due to 
certain labour problems at the 
company’s manuftteturing unit 
at Thane, Bombay, leading to 
a plant lock-out from July 18 
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‘ to August 2, 19T7. These 
I problems wen resolved in 
^ August 1977 and production 
\ was resumed on a fbll-scale 
'* thereafter. 

j The coi^i^y had announced 
two ini^m dividends, in 
May 1977 and in Decern* 
ber 1977, both at the rate of 
Re 0.75 per equity share. 
The total dividend thus declar¬ 
ed for 1977 works out to 
Re l.SO per share. The direc¬ 
tors have not recommended 
any final dividend for the year 
under review. The company’s 
exports during 1977 registered 
Rs 90.62 lakhs. The company 
is engaged in diversified opera¬ 
tions which includes phar¬ 
maceuticals, chemicals, nutri¬ 
tional and health care products 
and agricultural and animal 
health products. 

Glaxo 

Glaxo Laboratories (India) 
Ltd has declared an interim 
dividend of eight per cent for 
the year ending June 30, 1978, 
subject to deduction of tax, on 
the equity shares of the com¬ 
pany. The dividend will be pay¬ 
able on and after May 27, 
1978. 

Ingersoll Rand 

The preliminary statement 
of Ingersoll-Rand (India) Ltd, 
on its perforamance during 
1977, reveals that the direc¬ 
tors have recommended a 
dividend of Rs 4.20 a share 
(42 per cent) for the year. The 
dividend to the shareholders 
resident in India wilt be pay¬ 
able pro rata for a period of 
two months commencing from 
November 1—70 pajse per 
share in terms of prospectus 
for the public issue. The pro¬ 
posed dividend will absorb a 
sum of Rs 32.45 lakhs. Both 
sales and profits are higher 
than in 11176. As against an 
increase of 11.13 per cent in 
. sales front 1^ 7.55 crores in 


1976toRa«.394i^ia 1977 
the gross profit recorded a 
modest rise of||iout 2.3 per 
cent from Rs 2.|6 crores to 
Rs 2.21 crores. ddbr providing 
Rs 21.60 lakhs i (Rs 17.42 
lakhs) for deprec^ion Rs 5.57 
lakhs (Rs 3.03 lakhs) for in¬ 
vestment allowance, Rs 120.57 
lakhs (Rs 124.50 lakhs) for 
taxation and after writing off 
the entire share issue expenses 
of Rs 9.20, lakhs there is a net 
profit of Rs 64.16 lakhs against 
Rs 70.98 lakhs. 

Csat Tyres 

The directors of Ceat Tyres 
of India stated in their annual 
report for 1977, that the com¬ 
pany has succeeded in its 
efforts to obtain exemption 
from Section 20 of the Urban 
Land Ceiling and Regulation 
Act 1976 for the company’s 
land at Bhandup (Bombay). 
Since the receipt of this exemp¬ 
tion work on the substantial 
expansion of the Bhandup 
plant for increasing production 
by additional 60,000 each of 
automotive tyres and tubes per 
annum is being pursued. Part 
of the imported machinery has 
already arrived. It is expected 
that only a part of the expand¬ 
ed capacity will become opera¬ 
tional in the last quarter of 
1978. Hence, production can 
only be marginally higher as a 
result of this partial increase 
in capacity. 

■ During 1977, the company 
produced 1.05 million auto¬ 
motive tyres against 1.01 mil¬ 
lion tyres in 1976 and the 
installed capacity of 850,000 
tyres. The production of auto¬ 
motive tubes was also higher 
at 915,000 tubes against 
870,000 tubes in 1976 and the 
installed capacity of 750,000 
tubes. The production of 
bicycle tyres at the Nasik plant 
was 1.53 million tyres against 
1.45 million tyres in 1976 
against the installed capacity of 


biirbflidltton tyr^Ho^^ Ofeii 
with ti^ inenuotbepbmt^ 
not aUe to reach a proj^^ 
levd of operation, due ib tbd^ 
aqbatantial increase in the 
exdse duty on cotton fatwic 
used in the manufacture of 
these tyres. 

With a view to maximising 
the production at 2.5 million 
tyres inclusive of the 25 
per cent increase permitted 
under the present licensing 
policy, installation of addi¬ 
tional equipment is being con¬ 
templated at the Nasik plant. 
Exports totalled Rs 4.75 
crores in 1977 against Rs 4.70 
crores in 1976. The exports, 
however, continued to be 
uneconomical due to lack of 
sufficient incentives to meet the 
severe competition from multi¬ 
national tyre manufacturers. 

Mettur BeanlsaU 

Mettur Beardsell Limited 
have changed their fipandal 
year to end in December and 
the results announced recently 
are for a nine-month year. The 
company shows for nine 
months, a profit of Rs 40 lakhs 
before depreciation of Rs 22 
lakhs. (Previous year of 12 
months, profit was Rs 57 lakhs 
before depreciation of Rs 20 
lakhs.) A sum of Rs 13.45 
lakhs has been transferred to 
investment allowance reserve. 
The company has ambitious 
expansion plans and has skip¬ 
ped the dividend for the 
period just ended. The results 
for the nine-month period up 
to December 31, 1977 were 
affected adversely by the tex¬ 
tile operations with the con. 
trolled cloth obligation placing 
a very substantial burden of 
loss on the company, along 
with the highest ever cotton 
prices, severely depressed 
demand for doth and a 33 day 
strike at Mettur affecting both 
textiles and sewing thread 
manufacturing operations. 


export ^esitoiolitm ih 

Europe,! . in. oite bf'.the.., 

eaQwnded potystyrene fiicii>> 
tories and lat^c ot Hw mn^ 
rials for the expanded poly> 
styrene manuihctuie for.. a 
period due to a strike at the 
suppliers.. 

Blue Star 

Blue Star has mdntained 
its equity dividend at 18 per 
cent for the year 1977 despite 
a drop in gross profit from 
Rs 99.23 lakhs in 1976 to 
Rs 82.91 lakhs in 1977. The 
earnings had, however, risen 
from Rs. 21.25 crores to 
Rs 24.85 crores. After provi- 
ding Rs 8.69 lakhs (Rs 8.29 
lakhs) for depreciationRs 40.30 
lakhs (Rs 47.50 lakhs) for taxa¬ 
tion and Rs 0.64 lakhs (Rs 0.24 
lakhs) for investment allow¬ 
ance reserve, the profit availa¬ 
ble for disposal works out at 
Rs 33.28 lakhs (Rs 43.20 
lakhs). Of this sum the equity 
dividend will absorb Rs 16.65 
lakhs and preference dividend 
Rs 0.71 lakhs. A sum of 
Rs 15.91 lakhs (Rs 25.83 lakhs) 
has been transferred to the 
general reserve. 

Industrial and 
Agricultural Engg. 

Industrial and Agricultural 
Engineering Co (Bombay) Ltd 
proposes to offer to the public 
203,100 equity shares of 
Rs 10 each and also make an 
offer for sale of 66,900 equity 
shares of Rs 10 each at par by 
some of the shareholders. The 
present subscribed capital of 
the company is Rs 24.69 lakhs. 
The proceeds of the istue mre 
to be utilised for setting up a 
project at Ahmednagar for the 
manufacture of safety valves 
and waste fuel firing equipment. 

' The company which iK^ds an 
industrial licence for the manu- 
Acture of 500 numbers of 


lAmUi BOOMOIIIII 


846 


AmL2|,197l 



aiii^ valvw. to tttendtito 
il&jbtoii co&i^6^tk»i irith 
a'pett Ctoto fioii-; 

fiiiaiedr the piKject 
is jMpeeted to be conpleied by 
1978 uid trial pro- 
by July 1978. How> 
vkr, with a view to implement 
the import licence nrithout loss 
of time, the cmnpany has 
already started pilot produc¬ 
tion of safety valves at its exist¬ 
ing ftctory at Bhandup, 
Bombay. Drawings for the 
a^ufiwtareof waste fuel firing 
ejguipmenfj have been received. 
lAEG (Bombay) is at present 
engaged in agency business in 
mechanical and electrical items. 
It established a heavy fabrica> 
tion unit at Bhandup in 1954 
for the manufacture of package 
type fuel tube boilers. Water 
treatment plants heaters and 
air filters. 

Rasoi Vanaspati 

Rasoi Vanaspati & Indus¬ 
tries Limited will be entering 
capital market shortly with a 
public issue of 300,000 equity 
shares of Rs 10 each for cash 
at par. The company’s current 
equity capital is Rs 20 lakhs and 
it has declared an interim divi¬ 
dend of 12 per cent. Its turn, 
over exceeded Rs 14 crores in 
1977. The issue is being made 
to provide finance for the 
modernisation of the com¬ 
pany’s vanaspati plant at 
Calcutta. Until 1973, the com- 
pany used to manufacture 
vanaspati mainly from ground¬ 
nut oil. Further, due to scar¬ 
city of groundnut oil, the 
government has permitted the 
usage of a variety of edible oils 
now released through the State 
Trading Corporation of India 
for the manufacture of vanas¬ 
pati. At present, the percen- 
tage of imported oils used in 
the manufacture of vanaspati 
is as high as 75 percent to 
90 per cent. At a result, the 
efibetive productioa capacity 
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metric toones per day. ' 

Grin^ytBaok 

arinlilays Baidc Limited, 
London have pnblished their 
group report and accounts for 
1977. In his statement to the 
shareholders, the chairman, 
Mr NJI. Robson, pointed out 
that the net (nofit after tax for 
1977 was £I6.2 million, which 
compares with a net profit for 
the previous year of £14,0 
million. The board considered 
that the first priority must still 
be to improve the capital re¬ 
sources of the group and over 
£14.0 million was being added 
to reserves bringing the total 
added over the last two years 
combined to over £27 million, 
he stated. In 1977 there has 
been continued progress in ex- 
panding the international busi¬ 
ness and strengthening it in a 
number of important ways, 
both in London and overseas, 
Mr Robson added. 

Referring to the group’s 
business overseas he drew 
attention to the continued ex¬ 
pansion in the Oulf, the open¬ 
ing of an agency office in New 
York and early in 1978, a 
branch in South Korea indi¬ 
cated that the group’s business 
in India and Hong Kong 
remained the most important. 

Capital and Bonus 
Issuas 

Consent has been granted 
to ten companies to raise 
capital of Rs 24.92 million. 

The following are the details: 

Shlvalik Agro-Poly Products 
Limited, Solan (HP), has com¬ 
municated to the government of 
its proposal to issue capital 
under Clause (5) of the Capital 
Issues (Exemption) Order, 1969 
of the securities, Rs 2,500,000, 
divided into 2,50,000 equity 
shares of Rs 10 each (inclusive 
of the paid up equity capital 


4^841,000,000 for ca4i hi pat 
fb' itto a past of the project 
.at Parwanoo,Di8t. Solan (HP). 

Bharat WeetfUia Limited, 
Caito*> ^ communicated to 
the government of its propo¬ 
sal to issue capita] under 
Clause (5) of the Capital 
Issues (Exemption) Order,1969, 
of securities, Rs 5,000,000 in 
equity shares of Rs 10 each 
for cash at par to meet port 
finance for the setting up a 
project for manufacturing chain 
conveyors at village Arra 
(Bihar). 

KoUeru Papers Limited, has 
communicated to the govern¬ 
ment of its proposal to issue 
capital under Clause (5) of 
the Capital issues (Exemption 
Order, 1969 of securities 
Rs 12,300,000 (inclusive of 
the capital already raised) 
in 12,30,000 equity shares of 
Rs 10 each for cash at par 
out of which shares worth 
Rs 61 lakhs will be offered to 
the public by a prospectus to 
meet a part finance required 
for setting up an integrated 
pulp and paper mill. 

Orient Engineering and Com¬ 
mercial Company Limited, a 
tiublic limited company regis¬ 
tered in Calcutta, and having a 
paid up equity capital of 
Rs 500,000 has been granted 
consent, valid for three months, 
for issue of equity shares worth 
Rs 128,000 to resident Indian 
shareholders for cash at par. 

The Standard Fabricators 
(India) Pvt Ltd, Bombay, has 
been accorded consent, valid 
for six months to capitalise 
Rs 705,000 out of its general 
reserve and issue 7,050 fully 
paid equity shares of Rs 100 
each in the ratio of one bonus 
share for each equity share 
held. 

Canning Mitra Phoenix 
Limited, Bombay has been ac¬ 
corded consent, valid for six 
months, to capitaliseRs 401,100 
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qotof iti geotnl rsmto ud 
issue My paM eqntty llmres 
of Rs 100 each as feionns 
shares in the ratio one 
bonus share for five equity 
shares held. 

Upper Ganges Sngar Mills 
Ltd, Calcatta, has been accord¬ 
ed consent, valid for six months, 
to capitalise Rs 2,451,630 out 
of its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares' 
in the ratio of one bonus share 
for every three equity shares 
held. 

Banaras Hoose Uoilted, New 
Delhi, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 1,000,000 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of four bonus shares 
for five e(]^ity shares held. 

Indian Splicing (Mechani¬ 
cal) and Accessories Limited, 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 300,000 out of its 
general reserve share premium 
account and issue fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio of 
one bonus share for two equity 
shares hrid. 

Deora Pu Cabacoa- Co. Pvt 
Limited, Indore, has been 
accorded consent, valid for, six 
months, to capitalise Rs 142,600 
out of its general reserve and 
issue fully paid equity shares of 
Rs 100 each as bonus shares 
jn the ratio of one bonus share 
for two equity shares held. 

RaigarhJote Mills Limited, 
Raigarh (MP), has been refus- 
ed consent for issue of bonus 
shares worth Rs 10 lakhs only. 

The application for consent 
to the issue of bonus shares 
of Rs 6 lakhs by Air Coadition- 
iag Corporatfoa Limited, Cal¬ 
cutta has been Rjected by the 
central government. 
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Company Meet^: Hindustan Lover Limited. 

A CHANGING ORGANISATION 


Speech delieered by 
T. Thomas; Chairman, at 
the Annual General Meetfns 
of Hindustan Lever Limited, 
held at Boiubay on Thursday, 

20th April, 1978 

1, INTRObi/CTION 

In a few years from now, ii will be a century 
since the operations that now constitute Hindustan 
Lever Ltd commenced in India. Over the century, 
this organisation has changed considerably. Even 
in the last five years, the change has been marked 
and we arc ail the lime planning for further 
change -changes in direction, character and com¬ 
position of this organisation. And yet, through all 
these changes, we have maintained and will continue 
to maintum certain values as well as a measure of 
stability. Today. I would Tike to share with you 
some thoughts this process of change and the 
management ol tins change, both as a Kncral 
organisational topic as well as with specific reierence 
to our company It is useful for us to understand 
the process and to be conscious of what might lie 
ahead 

2. CHANCE AS A RESPONSE 

Change is a response to internal or external 
stimuli. The most important internal stimuli for 
change are the desire and vitality to grow and 
advance. This ts somewhat similar to the humgn 
system A major difference is that whilst human 
life has a finite life cycle, an organisation does not 
have that limiiation Therefore, it can be in a slate 
of enduring change over the years and yet never 
reach a state of total stability Once an organisation 
reaches total stability, it tends to stagnate and 
decline. History has many examples of this in Che 
realms of culture, religion, empires, dynasties and 
businesses. In fact, m^em business history in our 
country has witnessed the phenomenon of'sickness* 
which is ohen the symptom of stagnation and decline 
of organisations that did not change. Therefore, 
change originates fr'im vitality and is a positive and 
necessary sign of growth and progress. Absence of 
change should be a matter of concern as it could 
be a sign of internal decay. Yet change for Us own 
sake will- be futile; it becomes meaningful only 
when it has a purpose. 

Another major set of stimuli which originates 
from the outside environment is techncuogical 
advancement which can often change the nature of 
a business. It could be sudden, but very often it 
is deceptively gradual. The gradyalness of some 
technological advances pieventsmany organisations 
from perceUing their ultimate impact and thus lulls 
them into a false and short-lived stability, which 
could eventually be overwhelmed by the change. 

Habits and prefeienccs of consumers can stimulate 
changes in priMuccs and activities of an organisation. 
Actions ot Governments, attitudes of employees, 
competitive activity and even public opinion, sustain¬ 
ed over a period of time, are other stimuli that can 
result in changing an organisation. 

Any response needs a meiitum- a medium to be 
stimulated and to respond. In the cave of an organisa¬ 
tion. this medui»» -s usually the people at the top 
Whether the change is in response to internal or 
external taci^Ts. t, is the people at the top who 
can Iniriaie the pr.iccss lltc sensitivity and vauhty 
of this layer in an organisation are key faciers in 
cJMuiging ao orgaat^tioa, 

Aotbrn economist 


3. DIMENSIONS OF CHANGE 

Change has several dimensions and can take place 
in one or more of these dimensions at a given time. 
For instance, it could be a change in long term 
direction of an organisation from one type of activity 
or business to another type of activity Such change 
is often nectssiiated by external factors. It could be 
a change in sheer size, often resulting from con¬ 
tinued success. Or. it could be a change in the 
composition or content of a business due to relative 
success or failure of its constituent parts. 

Change can also be in ownership, which can often 
affect the character of a business . private to public, 
family-managed to professionally managed, foreign 
to Indian or private to public sector, and so on. 
Such changes m character are often more traumatic 
than other kinds of change. 

Yet another dimension of change can be in the 
performance of an organisation in either direction. 
If performance declines it can trigger off several 
changes in attitudes, resources, etc. On the other 
hand, if performance improves, it can stimulate 
pressures that could lead to growth. Thus, changes 
in performance can result in changes in other 
characteristics of an organisation. 

The rate of change is another crucial dimension. 
In a large organisation, the rate of change in dif¬ 
ferent sections of it may not be uniform, or it may 
be too fast in cenain areas. This can result in 
tensions and shocks. 

These then are some of the dimensions of change. 

4. MANAGEMENT OF CHANGE 

Like all other activities, change also is amenable to 
the disciplines of management —planning, execution 
and control. In the old days changes occurred and 
organisations reacted. Todays it is possible to anti¬ 
cipate change in such a way that it can be managed. 
A major difference between organisations that 
survive and progress and those which do not is in 
their ability to manage change in this manner. Now 
let me examine some of the ingredients required 
for successful management of change. 

4.1 Sensitivity to the Environment 

An essential requirement of an organisation that 
wishes to manage change is its antennae to the 
environment. There are several antennae. But the 
most important ones arc threefold - 

First, there is the antenna to the market place 
or the consumer of the product or service provided 
by the organisation. In the kind of business we are 
in, it is provided by the Marketing function. 

Another antenna is the one provided by Research 
and Development function within an organisation. 
In addition to being the fountainhead of technology. 
Research and Development is also a very effective 
antenna to tcchnolt^ical developments. In the 
modem.world, any large organisation without this 
anieana is like an aircraft flyiqg in bad weather 
without instruments. 

A third set of antennae is required to sense the 
social, economic and political characteristics of the 
environmenr. This is largely provided by the 
sensitivity developed by the top management of the 
company 

4.2 Prepariffig for Chaiige 

Unlike in the past, it is possible nowadays to plan, 
and hence to prepare, for Change. Of course, there 
will continue to ^ some changes which occur out¬ 
side Ithc plan But it is possible to plan most major 
changes. Very often, there is a hieasure of despair 
and sense or futility abo^t Mieh plansuag boMUse 
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of the uncertainties that lie ahead. But the existence 
of uncertainties actually underlines the nc^ for 
more intense planning, because what such planniny 
accomplishes is the emergence and evaluation or 
alternative courses and the preparation of the orga* 
nisaiion for one or more alternative courses, ine 
larger the organisation, the greater the need for Such 
anticipatory planning because the risks attached to 
the alternative of an unplanned adventurous coume 
would be too high. 

By planning for a change, it is possible to develop 
the resources required to effect the change. The 
most in^rtant resources are management and 
capital. Of the two, I believe management is the 
more critical and the more difficult one to acquire. 

Upgrading the quality of existing man^ement^ 
acquiring new management in the requisite disci* 
plines, integrating them with the oiganisation 
and carrying them confidently through the process 
of change are tasks which can be underestimated. 
Very often the whole process of change is frustrated 
merely because this factor has been overlooked. 


4.3 Security of People 

In all changes, a major consequence is insecurity 
among the people concerned. Contrary to popular 
belief, such insecurity is not confined to unionised 
employees The insecurity is there right from the 
Board level. The insecurity of workmen receives 
more attention due to their numbers and their orga¬ 
nised means of expressing insecurity. Others have 
neither the means nor the confidence to express their 
insecurity 

Insecurity, over sustained periods is not conducive 
to the best performance of any organisation. There¬ 
fore one of the most important tasks in managing 
change is the mitigation of such insecurity at all levefa 
in an organisation. Firstly, one has to recognise the 
inevitable existence of insecurity. Secondly, one has 
to analyse and determine its causes. Very often, ti 
is merely a result of lack of information or pro¬ 
vision of distorted information. Thirdly, some course 
of action may have to be optimised and some effi¬ 
ciencies sacrificed in order to remove insecurity. It 
is often possible to achieve the ultimate objective in 
stages without creating disruption. 

In this process of avoiding insecurity, a key 
ingredient is the credibility of management. This can 
be eroded in sections or the whole of an organisation 
due to incidents and reactions of individuals. But 
it is always possible through persistently sincere 
action to restore credibility and security whk;h are 
essential for success. 


4.4 Leadership 

Although no single individual is responsible for 
initiating or executing major changes, and they have 
to be the responsibility of teams of persons, a critical 
factor in successful change is the quality of leaden* 
ship and its continuity. Change invarial^ creatca 
stresses and probably a measure of insecurity. 
Leadership is required to create the necessaiy 
confidence even in those circumstances. 

Another important function of the leadership ia 
to keep open the channels of communication within 
the organisation and with the outside—^areholdersu 
consumers. Government, trade unions, press, etc. 
This is important because when an organisation inea 
to change, it draws attention to itself whether H 
likes It or nor. .Some of that attention is bound lo 
be critical. It is very nece$.sary to meet that critiool 
a.Hses$ment and respond to it through COmoiuDicB* 
iioiM by ibclgadcrsbip, 
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wMrtie fO'mfs control «on f& timing 
)t^.eiiejiel»^','tl<'it n very eommon oHendmenon 
Offgiit»tion |b doing wcn-ex|Mindtng 
Iks exiatfng'builiiflss and makfng more profits, 
; numagemenf is very bissy tending the expansioo and 
' malting it more emcieni. No one normafiy thinks 
of the day when that particular line of business may 
. encounter limitations. It is ofien only when- the 
limitations become more concrete and apparent that 
the management thinks of change. Someumes it may 
be too late., or the change may have to be carried 
out in a panic which is never an ideal way of doing 
it. g 

Therefore, it is precisely when a business is doing 
well that one must examine the alternatives to its 
continued success and make changes that will ensure 
diversity of base for the business. 

An organisational change is seldom baaed on a 
single economic or political or technological reason. 
It IS when several such factors, point in the same 
direction that the lime is ripe for a change. But it 
is essential that the mechanism to sense changes in 
these factors is welt developed and in constant use 
so that even when the existing activity is doing well, 
the necessary changes can be put ia train. 

4.6 *Giange-9eekiiig* Mmaganent 

Since change is the response to stimuli and 
management is the medium for the stimuli, it is 
essential that the ability of management to seek and 
to sense change is well preserved. In all organisa¬ 
tions. there are some people who like change and 
some who do not. Very often, age has something 
to do with it and although there are notable excep¬ 
tions, as one nears the age of normal retirement, 
one's instincts tend to make one mbre conservative 
and less adventurous. And yet it is necessary for 
the organisation, right up to the lop, to preserve 
the spirit of change through innovation. 

This can be achieved by placing a premium on 
management evaluation at all levels, on the ability 
of the individual to make improvements through 
positive changes in his sphere of responsibility. 
Carrying out one's responsibilities honestly and 
diligently shovtd be appreciated; but what should 
really attract attention and promotion in the 
hierarchy should be the ability to be creative and 
to improve on one's existing activity through inno¬ 
vative change. A management culture can thus be 
created where achievement is measured in terms of 
innovation an«$ change. 

Apan from fostering this culture, another positive 
step in rendering at least a part of management 
as a 'change-s^king' group, is to ensure that at the 
senior and top levels there is an admixture of the 
young—peop/« in their forties with enough exper¬ 
ience but als<i enough of a future horizon—along 
with the oldw colleagues who may provide the 
balance of mature judgement. Conversely, the 
deadband of who hang on to lop jobs for a 
lifetime i> one uf the mosr efiective waya of 
smothering the uiitiative to change and progress. 
They not onW know all the wrong answers from 
the past, but wifi fill the top echelons with an aura 
that will put out iny flicker of initiative from the 
young—it ever young blood reaches the top. 

. There covH be exceptions, but an ageing and 
non^etiring chierexecutive Is the worst impediment 
to ofgamsatioftal progress through change. 

4.7 Renewal of Mamgcment Skills 

In sports Hid games we all accept the need for 
occasional sessions of practice or for taking lessons. 
But when it oomes to business, it is often assumed 
that such lesions are only for the uninitiated. If an 
organisation m to change and progress, renewal of 
knowledge dnd skills is required right up to the top 
executive. Er ^urc to ideas of other people within 
the organisa'tor and to outside influences is an 
essential past* ||C 4ifliUlallcm. There are several 
means available for providfilg this up to the middle- 
levels of managqme^^ough internal or extemally 
available course! in India. 'Admittedly* wonJiwliila 


opponunmes lor doing so wHIi top fnanagemeni are 
Umited in our country, and sonia of the institutions 
which ate meant to provide sac^ oppu^niiies have 
declined over the years. Yet, organtmeions have to 
arrange to provide this opportunity either by orga¬ 
nising special facilities, or 1^ Sending people abroad. 
Such exposure, preferably away from the business, 
not only sharpens one's skills but also stimulates 
thinking about unconventional ways of dealing with 
problems. It is. therefore, an essential ingredient 
in the process of managing change. 

4.8 Team with Clear Objectives and 
Responsibilities 

In modern business, normally nothing significant 
can be achieved by an individual by himself. He 
has to have the support and co-operation of others 
because most business activity in a large organisa¬ 
tion is team work. One of the k^ roles of the team 
leader is to choose and develop his team mates taking 
into account both the neods of the job and their 
inherent characteristics. He has to develop the 
positive elements in each person and correct the 
negative ones without impairing confidence. 

One of the most effective ways of creating such 
team spirit is to define the objectives for the team 
in consultation with them and then to provide them 
opportunities to formulate and discuss among them¬ 
selves the means by which (he agreed objectives can 
be achieved, the key tasks involved and (he risks 
which underlie (he chosen course of action. At the 
end of such an analysis, if the team is given the 
task and performance is periodically reviewed both 
for critical evaluation and for providing support 
where necessary, one would have create a team 
(hat will grow with the job. People like to have 
clear objectives and to be left alone at least for brief 
spells with the responsibility to achieve such ob¬ 
jectives. It is during their endeavour as a team to 
achieve the objective that many ideas for change 
and progress find their birth 

4.9 Ability to Assimilate from Outside 

A crucial ingredient of managing change is the 
deveionment and preservation within an organisa¬ 
tion of the ability to assimilate ideas and people 
from the outside. As an organisation grows in size 
and age, it has a natural tendency to become 
impervious. Especially if it happens to be successful 
over some years, its management begins to become 
not only complacent but narcissistic. It even begins 
to believe that there is no other organisation as good 
as itself, and that inbreeding is necessary to preserve 
the purity of us culture. But as with races and 
communities, inbreeding in a business organisation 
is another way of ensuring stagnation. A measure 
of injection or ideas and people from the outside is 
always a healthy stimulant. One of the advantages 
of a multi-national is its ability to inject such doses 
periodically into its associates all over the world. 
One can see the influence of such stimulation from 
professional managers and foreign collaborators in 
the functioning of several large Indian business 
houses which nave successfully undergone change. 
In all these cases, when these business houses 
look up new ventures, with imported technology, 
they were induced to develop at least for a period 
of time the ability to assimilate some skills and 
soiqe people'different from their own past tradi¬ 
tions and practices. Several of them have, made 
great strides under this stimulant. 

4.10 Stability and Continuity with 
Change 

Change has to be managed in such a way that 
the organisation is not exposal to shocks and ten¬ 
sions. This is ensured by continuity in management, 
physically if possible, but more importantly in some 
values like loyalty to people, integrity in transac¬ 
tions, reliability of undertakings given by top 
management, fair treatment of individuals and such 
other positive characteristics of an organisation 
which are either carried forward from a commend¬ 
able past» or are acquired as the organisation grows 
and advances. 

Stability is also provided by ensuring an far as 
BMiiblc that all fcctions of an cwganisalion progress 
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ano cnafige at a somewhat uniTqrm rate. fOm UU 
stance, if the Research and Development oroQp & 
an organisation is far ahead of the Marketing eg 
production groups, in the same organisation, it cot 
lead to tensions and instability because the former 
will feel impatient and fret while the latter will 
resent the seemingly domineering* altitude of the 
former. It is an important pan ofmanaging change 
to ensure that such imbalances are minimised mainly 
by enabling all major parts and especially the older, 
established parts in a business to change at about 
the same pace. 

In other words, what one would seek is an evolu* 
lionary and planned change, rather than a revolu* 
tionary one, which can create considerable anxiety. 
And, as in the political world, revolution often needs 
another revolution to effect a change and each sueft 
revolution saps something out of the system, 
although there might be a shortlived; show of fulfil¬ 
ment. Evolutionary change can-be just as effective, 
though not dramatic, and it could be more enduring* 

5. HLL AS A CHANGING 
ORGANISATION 

Over the years, your company has been steadily 
changing its character, composition of business, 
ownership and organisation. What started in the 
last century as a sales organisation became a 
marketing company earlier in' this century. Steps 
wete taken by 1930 to commence manufacturing 
vanaspati and soaps in India. This made ti possible to 
strengthen the marketing function because products 
could be tailored locally to local consumer needs. 
With the consequent expansion of the mai:ket, the 
company built up a very extensive and efiiaent 
sales and distribution system. Because of the close 
involvement with the market place and the intimate 
contacts with (he trade and consumers, it was only 
natural to develop local management. The process 
of Indianisaiion of management at senior levels 
staned in the early forties, so that by the late fifties 
it was possible to manage the company predominant¬ 
ly with Indian management, and by 1961 this process 
culminated with the appointment of an Indian chief 
executive. 

The 'isation' of management was not a painless 
process because those involved in-the transition 
period on both sides of the fence bad many personal 
and sectoral adjustments to make. 

It was also during this period of ihe fifties and 
sixties that the trade union movement took root and 
began to provide varying shades of political leader* 
ship to our workmen. 

At the same time, the company embarked on 
improvement of productivity through (he application 
of industrial engineering techniques both in the 
manufacturing and in (he commercial operations. 
This was something that accelerated (he pace of 
change. 

In ten years, between the mid-fifties and the 
mid-sixties, the company diversified its activities into 
synthetic detergents, convenience foods, animal feeds 
and dairy products. Although today these may not 
appear to have been very great changes, in the 
milieu of time these were significant changes for a 
company with a tradition of established business in 
soaps and vanaspati. 

Simultaneously, the realisation that India was 
sufficiently large as a market, with its own unique 
characteristics, and that there were enough well 
qualified Indian scienrists who could work in a suffi¬ 
ciently science-oriented culture led the company to 
set up Research and Development activities in the 
late fifties and this brought in its train a constant 
stream of changes and improvements. 

By the late sixties and early seventies it was 
evident to the company that its future was more 
secure with further diversification mto what was 
then beginning to be referred to as 'core sector*and 
this could be carried out along with dilution of 
foreign shareholding. 

During (he early seventies, while the Indian 
economy was in an uncertain state of growth, tha 
business was adversely affected by irrational prioa 
controls fir^ on vanaspati and then on soaps. ThiSi 
resul ia coatciicuoa of the vttogspaii btfsiataa ovor 
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a period^ and even of the soap businew temporarily 
in 497^ It was a traumatic experience for all con* 
cemed#,But it was also^i education, idf- 

' discipline and avoidaiio? of panic. It also underlined 
the need 10 diversify Iks business Airther. 

Dufkig the last dveyears the pace of change has 
accelerated further. organisation of the com* 
oany has proceeded further in the direction of 
Dusmess groups within the company. New projects 
and new lines of business have been set up. The 
sales and profits of the company have advanced 
significantly as also its investment. This growth in 
size and performance has triggered otr fiiither 
changes. With the recent share issue, share capital 
has increased substantially as also the number and 
spread of shareholders. 

But even while we talk of these changes in the 
recent past, we are planning for and having to cope 
with more changes, as 1 shall indicate later. Lei us 
analyse how this series of chaimes has been managed 
in the past so that you may M confident that the 
changes that lie ahead of us may be carded out with 
the same measure of success. 

€. MANAGEMENT OF 

CHANGE IN HLL ! 

6.1 MaMgemciit Devetopmciit 

One of the most important ingredients In the 
management of change in our company has been the 
continuing investment in management development. 
It suns with objective methods of selection and 
recruitment whicn try to ensure that people from 
all regions of India and from all strata of society 
can enter the management, provided they can 
compae lucccssfully. Family background, social j 
sunding or accomplishmenis in these areas are no 
qualifications at all. One has only to look at the social 
background of my colleagues on the Board to 
appreciate this. One is the son of an engineer in a 
public utility in Maharashtra. Another is the son 
of a teacher and revolutionary in the freedom move* 
mcnl in Bengal. A third is the son of a distinguished 
educationist in UP. Another is the son of a small* 
town lawyer in Burma and yet another is the son 
of a Govemment doctor in Punjab. I am myself the 
son of a middle-school teacher in Kerala. The oldest 
among us is the son of a civil servant in Sind. We 
all got into the organisation with widely varied 
backgrounds. There are very few companies in this 
country where people could rise to the top from 
such bumble backgrounds. Tbis tradition has con¬ 
tinued and ha .1 in some measure fadlitaied our 
being sensitive to the real environment of our 
country. 

After entry ik<*«o ihe organisation, the subsequem 
stages of training and career development are even 
more crucial in managoncni devdopmeni because 
they have to be sustained over the entire career 
span of the individual manager. The progress and 
development needs of each manager, including those 
of Board, members, are reviewed each year on the 
basis of performance and potential which are 
communicated to him. 

This attention to management development not 
only results in a planned creation of management 
resources but also makes it possible to locate and 
slot in suitable managers to undertake the many 
responsibilities that a changing organisation brings 
about. Furthermore, it creates a sense of confidence 
in the management that their future is continually 
receiving the attention of ihcir seniors. 

Another integral part of the management develop¬ 
ment process is the establishment of meritocracy. 
Advanoemeni within the organisation is not by 
seniority but merit-cum-sentority. Merit is deter¬ 
mined not merely on the narrow basis of perform¬ 
ance against physical targets, but as a manager 
advances in his career the assessment of merit is 
related to an increasing number of other factors 
such as his ability to work with others, adaptability to 
chanaCj creativity, ability to face crisis and find 
solutions to difficult problems, ability to take un¬ 
pleasant uccisions and face the cons^uences, facility 
to separate personal life from organisational activity 
and yet to use both as complementary supports, 
•bttiiy to lOksn, respond and communicate with the 


difj^limt, and sometlmai confdctfng, Intcfcti pouit 
in ikfr envircmmeni and above idl to do all this m 
moiipMihout compromistni Intmity oTtha fmmi 
or tp ofgnnisation. Such a tradilion and ctilliirc for 
ma iiM Si n ent takes a long time to build up and it it 
the.^peservaiioii of this cutiuie that enables the 
orgepiation to undertake diange with stability. 

ItCsMrdi and TcduMlogy 

A major ipstrument of change in our organisatioa 
has been the upgrading of technology and the invest¬ 
ment In research. In all our busmcsies we have 
consiantly sought to upgrade our technology so that 
we m ahead of competition in quality, costs and 
seir-rtliance. We have invested in research to sup¬ 
port this constant search for innovation and improve¬ 
ment. This has also led us into the development of 
new technology which could enable us to develop 
new activities. Thus scienoe and technology give a 
firmer base to the changes under way and spawn 
more changes for the future. It aas like a catalyst 
in this process of change. 

An important consequence of the investment in 
Research and Development has been the develop¬ 
ment of a strong linkage between innovation aM 
implementation within the organisation. For this 
purpose, we have built up the, necessary communica¬ 
tion systems and also upgraded our competence in 
several other areas in the organisation. c.g. market¬ 
ing and engineering, and this gradually results in 
an overall upswing in the quality of management 
capability. 

63 DeccatnIiMdMwitliCMinliMd 
Rcsoorm 

With change and diversity of operation, it has 
become increasingly necessary and advanugeous to 
decentralise the operations of the company. This 
has been achieved by the creation of profit centres 
for each business with its own buying, manufactur- | 
ing, commercial and marketing managment. This 
makes it possible for each subgroup within the com¬ 
pany to manage that business and to develop its own 
skills. But. responsibility for overall results and 
direction of the company, and the provision of key 
resources* viz. management and finance, remains a 
central one. For this purpose, there is an eflcctivt 
mtem of controls over the decentralised operations. 
These controls are exercised through measurements 
against agreed strategies and objectives at fixed 
intervals. It is also necessary to have sUong central 
management groups which provide finance, perton- 
nd and technology for use by the deoentraKied 
business groups. 

Such decentralised, but essentially centrally 
regulated, management of the organisation leaves 
enough freedom to change but at ibe same time 
ensures that no part of the business can become too 
isolated. 

6.4 Mobility st the Top with Continuity 

An important factor in our company's ability to 
change over the years has been mobility at the top 
—among Board members and especially the chin 
executive. Over the last twenty-two years, since 
HLL was formed as an Indian company, we have 
had five chairmen, including myself, which gives an 
average life of about five years. But if we take 
the three Indian chairmen, our average tenure to- 
date works out to about six years. It is my personal 
belief that a chairman or an organisation like 
this should serve a minimum of five years, but not 
more than ten years. He will need at least five years, 
both to make an impact on the organisation and to 
live with the consequences of the'changes he has 
made. Bui if he suys beyond ten ytan. he may 
begin to be the deadband. Foitunatdy, for ypur 
company, although people have become chairmen 
suifiacntly young to serve for fifteen years in that 
capacity, this is unlikely to happen. 

it is also to be poied that those who have become 
chief executives have risen from Ihe management 
ranks of the company and hive an understanding 
of people and processes within the organisation. This 
provides for continuity and stability mthough regular 
changes occur at the top. It is this tradition of 
change with continuity that has enabled us to 
manage changes successfully over the yem 


Anoditr vwy hnpDfUun dithipini^ 
degaaisaffon b ill setoii6vlty and^tet^antie tb tha. 
esnvironaiintr fbihnpi it It ' wa'ni^ odf ' 

prodMCtt to over miltion people in our coantfy, 
spread ftrom Iji^ak to Kanyalnimartt that we have 
perfdioe dmioped this tensitivity to eonstimiefi and 
thence to other ftetort In the envimmeiit tike die 
Uadc, press and. of cowee. the various amis of 
Govemment. An additional tinkage has been our in- 
voivimem with agriculture and animal hus^ndry 
over the years. This has given many of us aii jnsighr 
into real India—its probicmi and lU aspiraiions* 

For most organisations today, the environment 
extends even b»ond national boundaries because n 
part of the market or the source of material can bn 
external. Awareness of international treads is 
another requisiie for coping with change. 

It is su^ sensitivity to the environment that 
prompts us to change our ways, to reallocate our' 
resources, to develop new and relevant teehnology. 
to increase expons, to enter the core sector, to dilute 
foreign shareholding and to respond in many 
different ways to the legitimate needs and aspiradoiia 
of different sectors. 

The environment itself is not sialic and as it 
changes, our responses have to be modified. Although 
one cannot change the environment, one can react 
to it and harmonise with it. 

6.6 CommunicRtiom 

As changes are likely to create uncertainlies and 
anxieties it is essential chat a constant flow of com¬ 
munications it kept up within the organisation and 
where necessary with the outside environment. It 
is our experience that written communications have 
to be supplemented by face to face communicationt 
which have the great advantage of being convened 
into a dialogue. Thus communication becomes not 
a one-way process but also a means of assessing 
reactions and adapting accordingly. A geeal deal of 
time has to be spent hymnior people on communica¬ 
tions and a major asset of such persons is their 
ability to communicate effectively and with credi¬ 
bility, so that it results in understanding and mutual 
aoce|Kanoe and not merely in passing information. 

As the ofganisation grows, formal written com- 
municaiions bcopme neoessaiy and these arc intended 
to explain various changes chat take place in the 
organisation and to provide bask information. 

Communication regarding science and technology 
IS an important stimulant. There is a periodiG 
exchange of views between the business groups and 
the Research and Devdopmeni personnel so that 
progress is reviewed against omcctives and the 
objectives themselves are modifiea when necessary. 
Communication among the scientists themselves 
both nationally and internationally is yet another 
harbinger of change because it is such dialogues in 
seminars, functional visits, etc., where ideas are 
triggered off some of whkh result ultimatdy in 
change for the better. 

Although there are formal channds of communi¬ 
cation and most exchanges take place through these 
media, informal communications are a necessary 
ingredient of healthy interaction. This isencoucagM 
and anv tendency towards bureaucracy which clogs 
up such communications has to be discouraged. 
However, the use of informal channels of communi¬ 
cation places a responsibility on managers to ensure 
that the formal rdatlonshtps are not embarrassed. 
This is achieved by ensuring that the results of 
informal discussions are put through formal channels 
before decisions and acuons are taken. 

6.7 LiMB-raiige PlaiBiiiig 

A very effective tool in managing change is that 
df long-range planninc. We. as a company, have 
been preparing Five-Year Plans during the last 
decade and we are in the third Five-Year Plan 
period for the organisation. Although several of the 
detailed figures about markets and investments 
cannot be accurately predicted for a five-year period,. 
the benefits of this planning process are: <a) to 
induce the le^ management to identify and then to ' 
evaluate options gvgilgb|e tg ihg ofgaiiiigliqp io 
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litton to '] 


M :liiveiiR«^ to 


I toi «t oMectfves und ttruunp tfiaviherft 

l 4 senie of dtrcctMn and purpose for the whole 


Manlsation as agreed ainoiitilie top management. 
tVis ensures commttmem and etamty of purpose 
ninoM the top management whklh in turn will 
piMiate lo other layers. 

•Such planning also brings into bolder reHef the 
roKiuroes required in terms of money, and more 
importantly of management. This enables the organi¬ 
sation to recruit or develop the requisite management 
or aliemalivcly to realise the Kmitaiions of resources 
and modify its plans accordingly. 


Without such long-range planning, none of these 
will take place. Over the years we nave learned to 
use loi^-rangc planning to define the above broad 
parameters^ and not to predict details^ In ocher 
words, the process of planning and broad directions 
of change emerging from that process are more 
important than the figures and deiahs of the plan. 


1 CHALLENGES OF THE FUTURE 


. Lest I leave you with the impression that we have 
Successfully managed alt aspeas of change, let me 
conclude by sharing some examples of the changes 
that we are yet teaming to manage; 


7.1 Attitude of Younger Entrniits 

Probably along with many other employers, we 
have noticed a marked difference between the 
attitudes of the younger entrants as compared to the 
older ones at all levels. 

The younger managers seem to be more 
professional and more task and result-oriented. They 
seem to need more orientation to people although 
they have a well-developed sense of social justice. 
Somewhere along the line loyalty and feeling Jor 
people have to be developed in them. 

The younger workmen entering the factories find 
it difficult to accept leadership, they are inclined to 
be less regimented and they are yet too young to 
consider long-term consequences of their actions. 
This is a change that several organisations are facing 
and for which the best way of managing it is yet 
to be evolved. 


7.2 Narrowing the Income Differentials 

The differentials in income between management 
and unionised staff and among management staff at 
different levels have narrowed down over the years. 
While on the one hand top management remunera¬ 
tion has been pegged and is constantly under threat 
of further diminution. Industrial Tribunals have 
Steadily increased the wages of unionised staff so 


tiiftt today aentof derks draarilttnitfcMitly higher 
tolariett andi due (o their 'workihp^ status, eiy oy far 
greater Job security as compared to managers, who 
shoulder much higher responsibUiriesi This phe¬ 
nomenon will create stresses within ihc organisation 
in the long run. It is also possib^ that as more and 
more young talented people .find that income limiia- 
Hons do not apply to other aetivffiies such as trading, 
consultancy, seff-employinenl, etc., they may migrate 
to these activities rather than join the ranks of 
management. This could result In another form of 

E ressure on the resources of the enterprise. We 
ave yet to cope with this change, which the political 
environment seems to force on u.s. 

7.1 Attitude of Trade Unions to Change 
Over the years we have been able to make many 
changes with mature understanding of the work¬ 
force and the trade unions. These changes have, in 
fact, enabled the company to grow and the em¬ 
ployees to prosper. But the pace of changes will 
continue and* constant attention to preserve and 
improve the understanding with trade unions is an 
important ingredient of successful management of 
change. 

However rational and beneficial a change might 
be, and whatever assurances one might give, it is not 
always possible to expect trade unions to accept, 
even less to approve changes that may affect 
employment. On the other bai^ as a company 
tries to improve its productivity, it has to change its 
methods which could result in diminution of the 
employmeni potential in a non-expanding section 
of the business. Wiser trade unions would seek 
guarantees regarding existing personnel and help io 
promote growth of the company to increase overall 
employment in the long term. But this is not by any 
means the more common attitude of trade unions. 

Just as it has been necessary to devote a great deal 
of effort to train alt levels of employees to adapt to 
change, perhaps it may be necessary to expose trade 
union l^ders and officials to new knowledge and 
skills to cope with the changing environment and 
the changes induced in an organisation. 

7.4 Continuing Diversification 
As a large company with a dominant position in 
some of its traditional lines of business, wc have to 
reckon with the limitations that may be placed on 
the expansion of our existing business. At the same 
time, the company has to grow. This has meant that 
we have to enter new fields of business, our assets 
being our management skills, capital and the loyalty 
and commitment of the employees. 

This will remain a continuing challenge to the 
management of your company—to find new projects 
which are sound and viable, to carry conviction with 


shareholders, to obtain ait necessary permissions and 
lice^s from Government, to raise the necenary 
additional finance and to cxecuic more and more 
complex capital projects. In other words, the stylo 
of management has to become more entrepreneurial 
and risk-taking than in ihe past. 

One of the weaknesses of professional mana^ment 
in my view is its lack of entrepreneurship. So we 
have to retain our professionalism and yet develop 
greater entrepreneurship skills among our managers, 
rerhaps, the profit cent re-wise decentralised organf- 
Mtion of the company wilt help in this,process. Or 
is it that entrepreneurs are bom and wc have to 
identify and promote them within the organisation? 

7.5 Consumer Goods and Core Sector 

With the addition of the new projects initiated 
during the last five years, a major part of the cbm- 
pany's investmern is in the core sector and areas 
of sophisticated technology. It is projected that this 
trend will continue and that even in terms of turn¬ 
over, a corresponding change will occur. It Is only 
because the turnover lo investment ratio is much 
lower in capital intensive industries that this chango 
in character of the company is not fully reflected in 
its turnover. 

This change in pattern of investment has meant & 
change in the composition of managemeht which 
has become increasingly technically oriented. 
Already, half of our management consists of scientists 
and engineers. During such a transition it is neces¬ 
sary to ensure that it does not create insecurity 
among the traditional management, especialty in the 
consumer goods divisions of the company. One of 
the greatest strengths of this organisation will 
continue to be its marketing and distribution skills. 
While the emphasis on core sector and exports are 
relevant for the present, it is equally important that 
as the per capita income increases in India, the 
importance of our delivery system which reliably 
supplies essential commodities to all parts of the 
country will become even greater. For it is only 
when essential products of reasonable quality and 
price are delivered to the rural consumer that an 
improved standard of living becomes a reality to 
him. Therefore, even while we extend our activities 
into the core sector, it will be our endeavour 
to maintain the balance of activities within the 
organisation. 

These then arc some of the several changes which 
we are yet learning to manage. As an organisation 
that is continually seeking change— but change with 
stability and balance, and due concern for people al 
all levels, we are all the lime learning how to manage 
this change. And we firmly believe that well-managed 
change is the secret of growth and vitality io uxy 
organisation. 


tfOTE:^Th($ does not purport to he a report of the proceedings of the Annual General Meetinj^ 
if any shareholder wishes to have a copy of this speech in booklet form, please write to: ^ 

The Commmlcatiotu Departmeni^HIndUstan Lever Ud-^P* O. Box -4Q9iBotnJbay'^.4O0Q0L 
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REccmpi^^ 

Falling output irko industry AND 

STATISTICS 


At the 51st annual session of the Federation of Indian Chambers of Commerce and 
Industry (FICCI) held in the capital on April 22,1978, Mr B. P. Poddar, the outgoing 
president of the FICCI, pointed out that the rate of growth In industrial production 
during the past year had fallen. He also ventured the viewpoint that if the momentum 
in Industrial growth gained in 1976*77 had been maintained, it would have been 
possible to produce additional industrial goods to the tune of Rs 1500 crores in 
1977*78. Unfortunately, a number of industries such as textiles, wagons and footwear 
had become victims of recession. The cotton textile industry, said Mr Poddar, 
continued to be afflicted with the burden of producing uneconomic controlled cloth. 
Jute industry would be unable to face International competition with the 
withdrawal of pash assistance on hessian. On top of all that, a number of Industries, 
almost in all states, had been prevented from reaching full capacity output because of 
power cuts and labour strikes. 


The full text of Mr Poddar 

On your behalf and mine, 1 
would like to express special 
gratitude to prime minister, 
Mr Morarjibhai for being with 
us today. Permit me to say, 
Sir, that the annual session of 
an alMndia premier organi* 
sation like our federation is 
not a mere routine. It is an 
occasion for a wide*ranging 
discussion on economic issues 
to promote better understand¬ 
ing of policies and problems 
relating to development pro¬ 
grammes. The advice that we 
look forward from the prime 
minister is an essential part of 
this endeavour. 

The year that has passed 
has been remarkable in many 
respects. The foreign policy 
of government under your able 
leadership has displayed deft¬ 
ness and determination in 
international diplomacy. The 
federation too has made its 
humble contribution to the 
strengthening of the external 
economic relations. We had 
meetings at business levels with 
counterpart organisations in 
countries like Bulgaria, Burma, 
Chile, Denmark, Ghana, Hung¬ 
ary, Italy, Japan, Kenya, 
Korea, Liberia, Nigeria, Nor¬ 
way, Poland, Senegal, the USA 


'8 address is given below i 

the USSR, Vietnam and Yugo¬ 
slavia. The federation’s dele¬ 
gations were most representa¬ 
tive in that public sector enter¬ 
prises also participated. Our 
dominant impression is that 
the developed countries are 
becoming more protectionist 
and inward looking. Tensions 
are building up and the inter, 
national order is in disarray. 
We must reinforce our own 
economic foundations. 

The present economic situa- 
,tion in our country has many 
reassuring features. Food 
supplies continue to be good; 
prices have been stabilised; 
foreign exchange reserves are 
comfortable. Nevertheless, the 
economy is not moving as fast as 
it should. I shall later spell 
out the reasons for this and 
the kind of corrective action 
that, in my opinion, requires 
to be taken. If I highlight 
what requires to be done, it is 
not as if I am unappreciative 
of the initiatives already taken 
by government. I shall, how¬ 
ever, be failing in my duty if 
I do not express concern and 
anguish over the undesirable 
and even dangerous pressures 
that are mounting in our 
body-politic. A general theory 


of conflict is being voic¬ 
ed. Logic and facts are 
being thrown over-board, 
whether in the discussions on 
centre-state relations or in 
advancing special pleadings 
on behalf of one section or 
the other. The latest inter¬ 
pretation of the Supreme Court 
as to what constitutes industry 
under the Industrial Disputes 
Act has very wide ramifications 
and will adversely aflect the 
running of educational, medi¬ 
cal, cultural, religious and 
charitable institutions. The 
reported decision of govern¬ 
ment to abolish through a 
constitutional amendment the 
fundamental right to pro¬ 
perty is disquieting for this 
right is as essential to main¬ 
taining a free society as free¬ 
dom is essential for the sur¬ 
vival of the basic rights of the 
citizen. I submit that unless 
we humonise a healthy plu¬ 
rality of interests and institu¬ 
tions with a sense of common 
purpose and responsibility, 
we will be unable to face the 
growing uncertainties in the 
world situation. 

I welcome the steps taken 
by the govenunent to Bee the 
eoMomy from superfluous cont¬ 


rols such'as the removai of 
restrictions on inter-state 
movement of wheat and rice, 
the liberalisation of industrial 
licensing and import regula¬ 
tions. However, much more 
has to be done to fully release 
the forces of growth, Even a 
small retailer in a small town 
has to comply with complex 
and multiple procedures and 
is exposed to the discretionary 
powers of ever so many autho¬ 
rities. The plight of those who 
arerunniogsmall-scale industries 
is, if anything, worse because 
the number of government 
departments they have to deal 
with is still larger. The cons¬ 
traints on medium and larger 
enterprises are legion. 

Curse of Poverty 

The persistence of poverty, 
despite the last thirty years of 
development, can be traced to 
two basic causes. First, the 
planned rate of growth was 
never reached, not because 
the tergets were ambitious, 
not because the financial re¬ 
sources were lacking but 
because plan programmes were 
not implemented in time. It 
usually took eight years to 
complete a five-year Plan. 
The second reason is that 
economic policies underwent 
total and sudden shifts with¬ 
out rational justification. The 
concept of ‘rolling plan’ is 
functionally good but it should 
not become an alibi for short¬ 
falls in implementation. 

We appreciate the new em¬ 
phasis on rural development. 
This is logical, for India lives 
in her villages. Such develop- 
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tes|i(8i$iyi(y 
of ioVemment aloiie; it l»s 
to Ip i^ar^ by us io bu^ess 
as frail. . I am aware that 
quitp a few businessmen have 
done commendable work in 
thia ifield. But the task is stu- 
pendousand it is the moral 
obUgatitm of everyone of us 
to participate in this worth* 
while cause. The federation 
hiu addlesiwd itself to this 
question. A rural develop* 
mcart cell has been set up. 
A study on 90 bankable 
schemes covering tiny and 
cottage industries has been 
made. Our accent is on en* 
couraging enterprises to assist 
the agriculturists and the arti¬ 
sans to upgrade their skills 
and improve their tools of 
prCduction. I appeal to all 
businessmen to take up this 
national activity as part of 
their normal work. We natu¬ 
rally expect the full coopera¬ 
tion of different authorities 
and also the elimination of 
procedural delays that so often 
dampen enthusiasm and slow 
down effort. 

Employment Opportunities 

No doubt, multiplication of 
employment opportunities must 
receive the highest priority. 
But it should not mean going 
back to primitive and ostensi¬ 
bly uneconomic technology 
simply because it is labour 
intensive. Take, for example, 
sugar. Government seems to 
have taken a decision that all 
future expansion will be reserv¬ 
ed for khandsari units. It is 
true that per unit of output, 
employment in khandsari is 
four times and capital a half of 
that in sugar. But, to produce 
a similar final product, twice 
of the amount of cane will be 
required if production is 
undertaken by khandsari units. 
\^e oan hardly afford this. 

Rural development is the 
■anSttN BCONOMIR 


i^og point of aictioa: it Is 
not a comply national deve¬ 
lopment strat^. For, rural 
developn^t has inextricable 
linkages with other sectors. 
Irrigation creates demand for 
cement, steel, pipes and tubes, 
diesel engines, pumps and so 
forth. Improv^ agricultural 
methods depend upon the 
production of fertilizers, pesti¬ 
cides and agriculturai machi¬ 
nery. 

Transport Network 

The linking of villages 
to urban centres requires an 
efficient transport system 
which will need roads, com¬ 
mercial vehicles and wagons. 
The emergence of tiny, village 
and small industries will have 
to be supported by requisite 
machinery and tools. Besides, 
there would be demand for a 
variety of other manufactured 
items. Rural development 
thus pre-supposes a strong and 
growing industry. It is not a 
substitute for industrialisation. 

~ However, the growth of 
industrial production has 
slipped. If the momentum 
had been maintained, additio¬ 
nal output of Rs 1,500 crores 
could have been produced last 
year. A number of industries 
like textiles, wagons and foot¬ 
wear have been the victims of 
recession. The cotton textile 
industry continues to be afflict¬ 
ed with the burden of produc¬ 
ing uneconomic controlled 
cloth. Our jute industry will 
be unable to face internation¬ 
al competition with the with¬ 
drawal . of cash assistance on 
hessian. On the other hand, 
the last union budget put up the 
rates of duties across-the- 
board and has even imposed 
a levy on electricity and coal, 
equally sad is the fact that a 
numba of industries, almost 
in all states, have been prevent¬ 
ed from teaching foil capacity 


because of power cuts 
aad labour strikes. 

The nationalised coal indus- 
tiy is unable to supply coal of 
requisite quality. Notwith¬ 
standing the hike in prices 
there are heavy losses which 
the exchequer has to bear. 
There can be no difference of 
opiaion that coal will continue 
to be 8 major source of energy 
and, therefore, it will be neces¬ 
sary to increase coal produc¬ 
tion of requisite quality. The 
objective can be attained if a 
pragmatic policy is followed. 
There are plenty of coal bearing 
virgin areas which can be ex¬ 
ploited and it is time to think 
whether the private sector should 
not be allowed to useitsexpertise 
and supplement the production 
in the public sector. This will 
also introduce a greater cons¬ 
ciousness in nationalised mines 
about quality, costs and ser¬ 
vices. If the private sector is 
to play its due part, which 
it can, allow me to say. Sir, 
that a quick review should be 
made of the arbitrary manner 
in which the quantum of com¬ 
pensation to erstwhile colliery 
owners was determined, and 
the payment which is overdue 
by, five years should be ex- 
p^ited. 

Area of Concern 

There is another area of con¬ 
cern. Our railway system, 
which is the second largest in 
the world, is under strain for a 
variety of reasons. There is 
cross movement of essential 
bulk commodities like food- 
grains, cement, coal and the 
like. The public sector corpo¬ 
rations are the major users of 
railways and they should resist 
the temptation to use wagons 
as godowns on wheels. Rail¬ 
ways on their part should en¬ 
large haulage capacity in keep¬ 
ing with the expected upward 
trends in agricultural and 


industrial production and tbe 
new development centres that 
may emerge. I suggest that 
government should set up a 
committee consisting of repre¬ 
sentatives of railways and 
major users from public and 
private sector enterprises to go 
into the whole matter. Equally, 
our automobile and road 
transport industry, whose 
employment potential is im¬ 
mense, has to be invigorated. 
Not only the move to abolish 
octroi duty should take a final 
shape soon, but the exhorbitant 
rates of taxation on vehicles, 
spares and fuel must be subs, 
tantially scaled down ' and 
rationalised. At least two-thirds 
of the revenue so raised must 
be earmarked for road cons¬ 
truction which is another emp¬ 
loyment spinner. 

Disconcerting Factor 

Perhaps the most disconcer- 
ting factor is the fall in the 
rate of investment in recent 
years. The Finance minister 
also has expressed anxiety 
about this trend, but has done 
almost nothing in the 1978-79 
budget to remedy the situa- 
tion. My analysis is that new 
investment has got a setback 
for two major reaspns: First, 
there has been a sharp rise in 
project costs. A fertilizer plant 
of 2.3 lakh tonnes capacity 
which cost Rs 60 crores 10 
years b^ck would now cost 
more than Rs 200 crores. This 
means that depreciation and 
interest alone would amount to 
46 per cent of the cost of pro- 
duction compared to 19 per 
cent in the case of older units. 
The crucial problem is how 
this initial handicap of 27 per 
cent in the cost of production 
can be made good. The second 
constraint is the present state 
of the capital market. Industry 
is not in a position to float 
new issuss because of the high 
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level of corporate taxation 
which has put profits and 
dividends completely out oi 
alignment with the market rate 
of interest. 

A nominal reduction in inte¬ 
rest rate has been undertaken 
following the abolition of the 
tax on interest. But it is far 
too inadequate to make an 
impact. The stringency of bank 
finance continues, and the 
recent Companies (Acceptance 
of Deposits) Amendment Rules, 
1978 will also lead to further 
drying up of an alternative 
source of finance available to 
the corporte sector. From all 
accounts an important decision 
like this has been suddenly and 
unilateraly taken without prior 
consultation with the concern* 
ed economic ministries. The 
progress of the soft loan 
scheme has been too slow and 
the process of modernisation 
and rehabilitation has not even 
got going. Unless development 
finance is sufficient to support 
investment, growth will not 
come up to the requirements. 

Price Controls 

While these problems are 
shared by most industries there 
are some special issues which 
are faced by industries subject 
to price control. Take cement. 
Capacity has been almost stag¬ 
nant for some time and demand 
has outstripped production. 
Government have already con¬ 
tracted for the import of one 
million tonnes of cement at a 
cost which is higher than the 
domestic price by nearly 200 
per cent. But there is unwilling¬ 
ness to concede even a margi¬ 
nal increase in the retention 
price to domestic producers, 
which is vital for inducing 
growth. 1 cannot appreciate 
the logic of this policy which 
stops domestic growth only to 
import from abroad the same 
commodity at a higher price. 
There is another dimension to 


development wffeh cannot be 
neglected. This ^^lates to bur 
external transactions. Markets 
assiduously bu^ over long 
years have been suddenly 
snapped due toban on exports 
of selected items. Exports are 
not amenable to a switch-off 
switch-on policy. A long-term 
view is absolutely essential. We 
have also to mate the best use 
of our foreign exchange reserves 
by importing capital goods 
and raw materials. This would 
be possible if investment in 
industry and power is made 
more attractive. 

Warning Signal 

No doubt, government have 
budgeted for large investments 
in critical areas including irri¬ 
gation and power. This will 
increase the general demand 
for all kinds of commodities. 
The recent spurt in the share 
market must be looked upon 
as an advance warning signal 
of the tardiness in growth, 
possible emergence of shortages 
and the likely rise in commo¬ 
dity prices. 

I have juxtaposed rural 
development and industrial 
growth because they together 
form a consistent development 
design. In this over all context, 

I would like to put for con¬ 
sideration of government and 
business a few suggestions: 

(i) The Planning Commission 
should work out detailed 
time-bound area programmes. 
The responsibility of different 
developmental agencies like 
the central government, the 
state governments, local orga¬ 
nisations, voluntary agencies 
and private business should be 
clearly demarcated. Since the 
implementation of these pro¬ 
grammes is of crucial signifi¬ 
cance, a ministry of Rural 
Development should be set up 
both at the centre and at the 
states. Also, a mew cadre of 
rural managers must be created. 


(ii) Business enterprises inoat 
takt up rural development acti- 
vity. as part of their normal 
work. Such of those entetprises 
tiiatare not in a position to 
initiate action on their own 
must contribute to organisa¬ 
tions which are engaged in 
rural activity. FICCI which 
' will be only to happy to pro- 

vide all relevant information 
and assistance in this behalf. 

(iii) It is welcome that the 
Finance minister had a series 
of discussions with the states 
about the merger ofsales-tax 
with the excise duties. Till this 
objective is achieved, at least a 
certain modicum of rationality 
in the structure and uniformity 
in sales-tax rates and proce¬ 
dures, as between states, needs 
to be secured. 

(iv) Excise duties should be 
lowered in respect of industries 
which are facing demand reces¬ 
sion. 

(v) To stimulate investment 
it is Imperative that the cost 
handicap is counteracted. 
Therefore, the excise duty 
rebate scheme should be modi¬ 
fied both in regard to the rate 
as well as the period so that 
capital heavy industries are 
adequately compensated. 

(vi) Customs duty on all 
imported capital goods has to 
be substantially reduced and 
the payment deferred over a 
period of time. The interest of 
domestic manufacturers can be 
safeguarded through support 
measures like additioital invest¬ 
ment allowance. 

(vii) With the increase in 
prices since the enactment of 
the Monopolies and Restrictive 
Trade Practices Act in 1969, 
the Rs 20 crores norm in the 
concept of ‘concmitration of 
economic power’ should be 
appropriately revised. 

(viii) Obviously, development 
industry and agriculture has to 
be 'financed primarily from 


domestic aavingit. Hmice, all 
prodnetive sa'Wogs ahonld be 
exempt fiom income-tax. This 
will mwrgise the cai^tal maitet 
and throw up Binds fbr corpo¬ 
rate investment. 

(ix) To generate internal 
savings by enterprises as re¬ 
commended in the Janata 
Party Economic Policy State¬ 
ment, the level of corporate 
taxation will haveto be brought 
down substantially. 

(x) If prices of commodities 
have to be fixed for any 
reason, the controlled price 
should be such as to attract 
new investment, otherwise 
scarcities will perpetuate. 

(xi) Power is the most impor¬ 
tant development input teth 
in agriculture and industry. 
Power generation and distribu¬ 
tion have to be effectively 
managed and power plan 
implemented on a crash basis. 
Private electricity undertakings 
should be encouraged to gene¬ 
rate and distribute power and 
industries financially assisted to 
set up captive power plants. 

(xii) Strikes should be made 
an ultimate alternative to be 
used only when all other 
methods have failed. Violence 
in any form should be strictly 
dealt with. 

If I have set out at some 
length the deficiencies in the 
present economic set-up, it 
should not be construed as 
taking a negative . attitude. 
There has to be a critical self¬ 
appraisal rather than mutual 
recrimination. A better deal 
for any section cannot be real¬ 
ised without self-restraint. 1 
sincerely believe that if there 
is a unified effort on the part 
of the authorities as well as all 
economic groups, in no time 
we should be able to over¬ 
come the impedintents and 
forge ahead. The promise of 
tomonow can tecome a 
reality to-day. 
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IffM seeks working errangement 
industry and trade 

Whit# inaugurating the Slat Annual Session of the Federation of Indian Chambers 
of Commerce and Industry, the prime minister, Mr MorarJI Desai discounted the fears 
of industrialists that rural development was going to displace industrial development. 
He stressed that there was no question of going back on industrialisation but of 
finding a happy combination of both. He exhorted industrialists to go in for rural 
development as this was In their interest In the shape of bigger market for their 
prodqcts. The text of his speech is given below: 


‘Mr President and friends, 
I had said that 1 don’t want 
to continue the practice which 
had grown over the years 
for the prime minister presi¬ 
ding over your annual meeting 
or being the chief guest. I 
can understand your desire to 
meet the prime minister and 
discuss with him many prob¬ 
lems, but that cannot be done 
in a meeting like this. It 
becomes more of a fault finding 
business ora mere ceremony. 
I don’t know whether it results 
in an appreciable advantage to 
you or to the country or the 
government. And it is there¬ 
fore that [ said that you should 
not ask the prime minister to 
inaugurate your annual confer- 
cnce every year. 

Timely Warning 

On occasions, I can under¬ 
stand. But 1 don't know 
why it should be made the 
practice. But then 1 was 
persistently requested to come 
and I did not want to live up 
to my reputation of being a 
very obstinate person. There¬ 
fore, I have agreed, but agreed 
with a warning that next year 
I would not come and ordi¬ 
narily this should be the prac¬ 
tice. So, 1 hope I will not be 
asked by your successor next 
year to come here. And if you 
ask me you will get a flat no. 
So please look at it from the 
point of view of usefulness. 

I have gone through the 


adress and listened to it here. 
I cannot say 1 have been satis¬ 
fied. I am disappointed, if 1 
may, say so, because there is 
no departure from the routine. 
I am thankful for the good 
words used about some things 
which have been done by the 
government. But don't you 
think it is not quite appro¬ 
priate that every good thing 
should be accompanied by u 
•but' ? 

External Relation 

External relations are good, 
‘but’ exports are not going 
up. Now, what is the direct 
connection between foreign 
policy and exports ? What I 
see in the whole address is 
fault-finding. There is fault 
with government, there is 
fault with labour, there is 
fault with other people, but 
there is no fault with industrial¬ 
ists and business people. I 
don't find anywhere any short¬ 
coming of the industrialists 
mentioned. Now is it possible 
for any person or any group 
to be free from a^ blame ? But 
this is what you want me to 
believe. Will it do good? 

I am thankful for all the 
advice given to me and I am in 
need of advice because nobody 
can know everything and I am 
very conscious of it. The govern¬ 
ment is concious of it. There¬ 
fore, we welcome criticism and 
suggestions. But, public criti¬ 
cism and public suggestions do 


not always lead to good rela. 
tions, unless it is mutual. 

Rural Development 

Then again you say rural 
development is good, but then 
it should not disturb industriali¬ 
sation or it cannot take the 
place of industrialisation. Now, 
what is the meaning of it ? 1 
don't know how much you 
understand of rural dcvelop- 
rasnt. I wish you studied it 
more. After all, where has 
government ever said that 
rural development is going 
to displace all industrialisa¬ 
tion? 

This criticism was being made 
by the opposition, 1 suppose 
some of you still live with the 
old associations. It has been 
explicitly stated that there is 
no question of going back on 
industrialisation. The question 
is of a happy combination of 
both. 

What has been said is that 
as the rural areas have not 
come up, which is evident, we 
must pay more attention to 
them and see that they come 
up. That is in your interest 
also. If the rural areas, which 
means 80 per cent of the popu¬ 
lation, become prosperous, 
then you will have more custo¬ 
mers, you will have more sales 
and you will have more profit, 
about which you are particular. 
Of course, no business or 
industry or no work can be 


done without profit, t agr^. 
If anybody says that any busi¬ 
ness or industry should be 
done without profit, 1 am 
afraid 1 would only say that 
he has lost his sense: No work 
should be done without profit, 
but profit cannot be only 
rupees. It can be also in human 
satisfaction. There are different 
degrees of profit and different 
kinds of profit, but profit must 
not be based on the misery of 
other people. That has got to 
be seen. 

You say you are taking to 
rural development. In spite 
of all that I have been saying 
in one year and appealing to 
you, only about 70 people have 
come forward. And how many 
are here ? Why don’t you all 
get interested in it? Why don’t 
you undertake it wherever you 
are ? Of coUTrse, I cannot force 
you and I don’t want to force 
you. But it is in the interest 
of your own work. It will 
give you more credit and will 
give you greater insight also. 
The interest of ail of us lies in 
the interests of the common 
man and that we are not 
considering. This is what 1 
would like you to consider. 

Concerted Effort 

We can be happy only when 
everybody is happy in the 
country, when everybody is 
without want. How is that 
to be achieved. Is that not 
your concern also ? Is it the 
concern only of the govern¬ 
ment to see to it ? It is the 
concern of all of us. Those 
who are able to do it have got 
to see that they help in the 
process. And the rural areas 
have been neglected or have 
not been attended to as much 
as they should have been 
attended to, if I may say 
so, not because of, deliberate 
default by anybody, but 
because their importance had 
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not been realised. And I doubt 
if you realise it even today. 
Therefore, we must first of all 
be fully conscious of it, if I 
may say so. And if this is talcen 
up in right earnest, you have 
the managerial capacity that 
this work needs. You have 
also the amount of resources 
you can use for this purpose 
which will give you also good 
return ultimately. I have no 
doubt about it. And then the 
work will go on fast I hope, 
therefore, that you will consi¬ 
der it and give it proper 
thought and do the maximum 
that you can. 

Yon have referred to exports. 
You seem to think that once 
exports are made, they must 
continue always, irrespective of 
whether things are required 
here or not. How can there be 
a permanent thing like this? 
Yes, it can be for industrial 
products, but even there it may 
not be so because it also will 
depend upon demand from 
outside. 

Domestic Needs 

But, in the matter of 
agricultural produce, which is 
required for daily consumption 
at home or for industrial pur¬ 
pose, should we export things 
at the cost of our own people? 
Should we export if domestic 
prices go on rising and people 
put to difficulty? When there 
is a short supply, there cannot 
be any exports. Therefore, 
the government has got to 
regulate exports according to 
the needs of the people. The 
needs of the people mu.st be 
paramount, not the needs of 
exports or needs of finance or 
needs of anything else. Other 
things will adjust themselves if 
we look at the legitimate needs 
of the people who are not yet 
able to look after themselves. 
On<% people are able to look 
after themselves and have suffi¬ 
cient couiuge, I am quite sure 


that we will be t|i||tqlating our¬ 
selves much motij^Batisfhctofily 
and we will hav(i.<^uch better 
relations Oiler s»^' But, isn't it 
our duty to see ^t those who 
are not able to do it are en¬ 
abled to do it ? 

Problem of Afawnce 

Do we want the affluence 
of the West? If you want it, 
well. But I would not be with 
you in the matter. Affluence 
has created many problems in 
the western countries and they 
are heading now towards des¬ 
truction. They are conscious 
of it; and they want to get 
away from it, but we want to 
imitate them I We must have 
plenty of everything, I agree, 
but affluence is something 
different. We do want plenty 
for everybody of the essential 
requirements of life. And un¬ 
less we are able to assure that 
to everybody, we will not be 
able to make our country the 
happiest country in the world. 
That is what we want to do 
and it is this country which 
can do and not at the cost of 
others. On the contrary we 
want to be happy in order to 
see that the whole world is 
happy. 

We must not forget that the 
world now is very small. It has 
become very small, shrunk be¬ 
cause of communications. And 
we go anywhere and everywhere 
quickly and everybody is affec¬ 
ted by everybody else. We can¬ 
not, therefore stay alone, live 
alone or be unaffected by what 
is happening. But we should 
not be infleenced by wrong 
things. We should take to right 
things so that we are able to 
convey those things to others 
also. If we want to be happy, 
it is in order to make our 
contribution to the whole world 
becoming happy. But we have 
to do it here and I think there 
is more potential 'in this coun- 


^ for such a society than in. 

oo^tty^ because of 
oar rich heritage. 

Bat howmany of us are cons¬ 
cious of that rich heritage? 
Mahatma Gandhi gave us the 
ideal of trusteeship. It was not 
a new concept. It has been 
there inherent in the culture of 
this country. There ivere rich 
people, very rich people in 
this country, but they never 
flaunted their riches before 
other people. They utilised 
the riches for all people. They 
gave up everything to satisfy 
other people and did not shirk 
their responsibility. Wealth 
must be considered a. responsi¬ 
bility. Are we doing that? 
Should we not begin doing 
that? You would want me to 
be a trustee, but you would 
not like to be trustees. This 
is the malady with all of us in 
this counsry. I don’t blame 
you only. You cannot be differ¬ 
ent from other people. I cannot 
be different from you. 

Spirit of Understanding 

We have got therefore to pull 
ourselves together, not in any 
spirit of conflict or contronta- 
tion, but by trying to understand 
each other. More than that, we 
should understand the poten¬ 
tial of this country, the re¬ 
quirement of this country and 
the goal of this country, which 
is to see that every person is 
happy. How much have you 
contributed to that? I should 
have been very glad if you 
gave me some idea about 
it. 

There are many wrong prac¬ 
tices indulged in by the busi¬ 
ness world, the industrial world. 
That cannot be denied. 
There is unaccounted money. 
Who is responsible for it. You 
will immediately say that 
government is responsible, 
that it is taxation which is 
responsible for it. Why should 


taxation anyb^y. a 

.'thirf’J • i'^nH %ao# wl^ 'It' 
should do. Bid we do not 
look atfoat problem also'pro^ 
perly. I grant that the pment 
taxation system is not a 
good one. It is a jungle, if 
I may say so. We have in¬ 
herited. it. We have got to 
make a rational rearrangement 
of it. You want me to reduce 
taxation on various things, 
but could you suggest to me 
how best I can get the resourc¬ 
es otherwise? After all, govern¬ 
ment will have to have more 
and more resources to help 
those who require mote and 
more facilities to come in line 
with other people. 

Government has to spend 
money for them. Where is that 
money to come from? You give 
me a pattern of a budget for the 
requirement, and I am prepared 
to take it. But there you will 
never agree. One industry 
will say, “Spare us, take it 
from another.” When you 
are all together you will say 
“Take fromnone”. Who is 
going to satify the needs of 
the country? 

Earnest Plea 

Therefore, I would ear¬ 
nestly request you to think 
about all these things and 
give suggestions which we 
can carry out. I am interested 
in them. We are all interest¬ 
ed in them. We have to live 
down many past practices. 
We have inherited them. That 
is not the fault of the present 
generation. I don’t therefore 
find fault with anybody, I am 
not one of those who think 
that industrialists or business¬ 
men are all wrong and others 
are all good, I would never 
say that. Wrong practices 
are there everywhere in all sec¬ 
tions of society. As a matter 
of fact, politicians have an 
even worse reputatiim than 
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8# ;<SOIUH^^ iUI||[^nQltt> 
01 U, w« all iK)l* Utat agftinsi 
;acbo^. and tiMa .we also 
iay ''We must be frieods”. 
jow a|e we soiog to be 
rrieodsi' No profitssiob is bad, 
»ocpt the professton of th^ 
ing and dacoity. All other 
profeatjtos py themselves are 
honest. It is men who make 
them bhd. Politics by itself 
is not a bad thing. Politics is 
essential. Politics means the 
art of government. It is vital 
for the country', for society. 
No society can afford to be 
without government, because 
society can never be perfect 
and as long as it is not perfect, 
a government is requited. 
Therefore, politics has to be 
there. But politics has many 
temptations. Therefore, people 
in politics go wrong. 

Tempting Opportonities 

Similarly, industry and busi¬ 
ness, where large money comes, 
also have a great temptation. 
Therefore, they also go wrong. 
Poor people have less tempta¬ 
tion. They don’t go wrong. 
There are far more poor who 
are honest than othen. We 
have got to see that those who 
can afford to be more honest, 
the poor people, will come up, 
Once they come up, then we 
shall have a proper society. 
How to bring them up is the 
main question? 

We sullbr from all kinds of 
injustices. We have Harijans, 
we have tribals, backward 
classes and they are backward 
because they have been kept 
backward. If they shout about 
their condition, we find fault 
with them. Sometimes they 
shout more than they ought to. 
But unless, they shout they will 
not be heard. We have got, there¬ 
fore, to be s^pathetic to them 
and find out remedies so that 
they get over these infirmities. 
Those who dp not have infirmi¬ 


ties cswfmt have a eoneeptionof 
tim htbmiitvM of other people. 
A man c^et understand 
what pain a woman under¬ 
goes in giving! hirth to a child 
and still you will give ad- 
vice to her. ITiis is the 
tragedy of human society. We 
have got, therefore, to gel over 
all these things. 

We have in this country a cul¬ 
ture which has enabled us to do 
all that. But we have lost sight 
of it. We are not proud of it. 
Who is going to bring it back? 
Hiose who are in power, those 
who are in wealth, those who 
have intellect, those who have 
labour. All of them have to 
combine and do it. But we 
can combine and do it only 
when I do my duty and do 
the maximum that I can and 
am prepared to hear about 
my shortcomings from every¬ 
body. Only then I am quali¬ 
fied to say something to 
others. This applies to every 
section. 1 do agreethat we 
have to set an example. That 
is what government has got 
to do. But those who have 
power in the form of money, 
they also have to set an exam¬ 
ple. That is why I say that 
you must think more about it 
how best you can do it. 

Rolling Plan Concept 

Now, look at one thing that 
you have said: ’’The Rolling 
Plan idea is good, but it 
should not be an excuse for 
bad implementation”. Now, 
why should you bave,said that? 
It only means you do not under¬ 
stand it. The Rolling Plan 
concept has been introduced 
in order to me that the imple¬ 
mentation is proper. You have 
not got to the heart of it and 
yet think that you have to 
criticise it. I don’t mind cri¬ 
ticisms, bnt.opiformed criticism 
does not do good. They very 
ctmoept of Rolling Plan is 
there only to see that imple- 


rnentM^ is done properly. 
At thunnd of uvery year, we 
shidl mipe account of it and 
improve upon it and still have 
proper five-year planning and 
perspective planning. And yet 
this is what you say. I do not 
know why this ‘but’ every 
time. But 1 do not see any ‘but’ 
about industries or business. 

Finding Fault 

You find fault with recession 
in textiles and other things and 
lay the blame on everybody 
else except yourself. Have 
not many of the mills gone 
down because of mismanage¬ 
ment? I am prepared to take 
up the case of any industry 
which you show me and prove 
it to the hilt that it has gone 
wrong because of the misma¬ 
nagement of the person con¬ 
cerned. But you would not 
like me to examine it like that. 
Then what has government to 
do? This government has got 
to find remedies for it. But 
when government finds some 
remedy, again you go at it. 

You go at the public sector. 
Why? Both public sector and 
private sector are complemen¬ 
tary. Th^ are not in contra¬ 
diction and yet you go on 
thinking like that. The field 
before you is not small. It is 
very vast. But should there 
not be more and more people 
in industry. That can hap¬ 
pen only when there are no 
monopolies. Not monopolies 
as such as the concept of 
monopolies. Industry should 
be more broad-based. 1 am, 
therefm'e, also considering 
what should be done about it. 

You have referred to banks, 
to credit, to interests. Interest 
rates are high. It is easy to 
create a nuisance, but it is 
difltoultto remove that nuis- 
sance immediately. That takes 
time. But why have the inter¬ 
est rates gone up? One of 


the factors is that deposits in 
industry and business began to 
pay veiy high interest. They 
begin to attract away savings. 
That was one of the reasons, 
though not the only reason. 

I do not want to say that there 
should be no deposits in in¬ 
dustry or private business. 
But we must have some re¬ 
gulations about them and more 
understanding. Mere legal 
provisions do not always help. 
They can be avoided. But 
when there is honesty, then 
laws function properly. This 
is what we have go to bring in. 
This is the responsibility of 
government and business 
people in industry. Let us keep 
that in mind in all that we 
do. And you will see quite a 
different country. The prob¬ 
lems will find solutions very 
easily. And wb will have far 
quicker progress. But quicker 
progress cannot come in if you 
work as if we are against each 
other’s Interests. 

Working Arrangement 

We must arrive at a working 
arrangement where we change 
the spirit of the whole work¬ 
ing. I would like to have 
your suggestions because I 
do not have solution for,every- 
thing. I cannot have. . I 
would be stupid if I said so. 
But you also do not have all the 
solution either. Therefore, we 
must think together and find 
out solutions which will be 
effective. And once we do that, 
we will go ahead. 

. I think I have said enough. 
I have to run away because I 
have another engagement. I do 
not know whether I have said 
things which you like, but I 
have not said anything in a 
spirit of criticism. I do not 
apply it only to you. I apply 
it to all of us. I hope you will 
give it due consideration and 
also depart from this routine 
in future. 
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FICCI resolutions—1978 

The 51st Annual Meeting of the Federatidiii of Indian 
Chambers of Commerce and Industry wot: held In New 
Delhi from April 22-24. The meeting discussed the 
economic climate in India and the world. The meeting 
passed resolutions the text of which are {^ven below: 


Rural Dovolopment 

Agriculturc is a vital source 
of basic consumer goods like 
cereals, pulses, fruits and vege¬ 
tables and of raw materials like 
cotton, jute, sugarcane, oil¬ 
seeds, etc. While there has been 
considerable increase in pro¬ 
duction since independence, 
the rural sector has not benefit¬ 
ed to the requisite extent. Un¬ 
employment and poverty persist 
and, therefore, comprehensive 
rural development as policy 
objective has become both 
imperative as well as urgent. 

Such development is not the 
responsibility of government 
alone. Business enterprises can 
make substantial contribution 
to and also benefit from 
increased job opportunities. 
The market for manufactured 
goods will be enlarged. No 
doubt, the finance for irrigation 
projects, roads, electrification, 
etc will have to come from the 
budgets of the central and state 
governments. Even so. if 
business houses and industrial 
units take up rural develop¬ 
ment as an integral part of 
their overall operations, the 
results will be quicker. 

Mere relief measures provide 
no lasting solution to the baliic 
problem of rural poverty. Only 
a planned programme, together 
with sustained interest and 
efforts, can help bring about 
enduring progress of the 
countryside. It has to be pur¬ 
sued and evaluated on the basis 
of certain criteria so as to 
ensure wholesome results: 

(i) Rural-based industrial 


units should preferably take up 
rural development schemes in 
areas situated near their facto, 
ries; 

(ii) Urban industrial units 
which draw their raw materials 
from rural areas or get a signi¬ 
ficant proportion of their 
workers from rural areas might 
carry out the schemes in those 
rural areas; 

(iii) Other urban-based units 
might select areas where active 
cooperation of suitable social 
organisations, already engaged 
in development activities, could 
be secured. They can also 
avail of consultancy services 
through some of these social 
organisations. 

(iv) Industrial units that can¬ 
not take up these activities on 
their own, could work through 
reputed voluntary organisations 
like Bharatiya Agro Industries 
Foundation (BAIF) or Institute 
of Cultural Affairs (ICA) that 
have initiated concrete pro¬ 
grammes of action for provid¬ 
ing gainful self-employment for 
rural people and eradication of 
rural poverty. 

The recent amendment to 
the Finance Act 1961 providing 
for Section 35 cc whereby 
business and industry, both in 
the corporate and cooperative 
sectors can get tax benefits on 
expenditure incurred on appro¬ 
ved rural development pro¬ 
grammes and the policy of 
involving voluntary organisa¬ 
tions in the planning and execu¬ 
tion of rural development pro¬ 
jects have opened new vistas 
for the business community 
and voluntary organisations to 
work in partnership for acede- 


ratiog the pace of fund dove- . 
lopmeot. 

The federation will be hj4^ 
to help business enterprises 4n 
the following ways; 

(i) Selecting the villages for 
implementing rural develop¬ 
ment programmes; 

(ii) formulating suitable pro¬ 
grammes based on the fiinds 
available for the purpose; 

(iii) locating suitable social 
organisations in those areas 
whose cooperation in carrying 
out these activities could be 
secured; 

(iv) locating suitable ex¬ 
perienced persons who could 
be employed by the concerned 
units to be in charge of these 
activities on their behalf; 

(v) arranging training facili¬ 
ties for social workers/bnsiness 
employees who could be assign¬ 
ed this work; 

(vi) securing consultancy 
services of experienced volun¬ 
tary agencies on mutually 
agreed terms and conditions; 
and calls upon them to actively 
promote rural development. 

Prc-r«quisit«s for Growth 

It is encouraging that after a 
slow-down in growth the 
economy picked up last year. 
Even so, the pace of develop¬ 
ment is far smaller than neces¬ 
sary. The economy can and 
should be enabled to achieve a 
growth of about seven per cent 
per year which is vital to 
resolve the immediate problems 
of poverty and unemployment. 
A high growth presumes corres¬ 
ponding investment and savings. 
What is more, development 
should lead to a widening of 
entrepreneurial base. In all 
these respects the present 
economic policy needs to be 
substantially relearned. 

Full employment has to be 
achieved in the next 10 years. 
The vast bulk of this employ¬ 
ment will have to be found in 


agriouA^^llc^part aadlMnu- 
hig, ttoik tnuijEl and BqigB 
indostrlM. 

The increase ig iriiggtjoa 
potential isi vital to enhance 
the emidoiyment potehtial Of 
land. Similatly, provision of 
housing facilities can create 
large employment directly in 
construction as also in the pro¬ 
duction of inputs. Aoottter 
important labour intensive 
sector is transport which will 
generate large employment in 
varied activities like road cons¬ 
truction, petrol pumps, repair 
shops, etc. 

While designing a national 
development programme on' 
these lines, it is equally neces¬ 
sary to give preference to the 
methods of production which 
utilize more labour and lesi 
capital. This is the main consi- 
deration in the emphasis on 
small-scale industries that has 
been placed by government in 
its industrial policy resolution. 

Savings & Investment 
The budget for 197S-79 
makes a mild attempt to step 
up the savings rate. The incen¬ 
tives offered are weak and in- 
sufiicient to induce savings to 
the extent required. Hence it 
is suggested that; 

(i) Ali productive savit|gs 

should be exempt from income- 
taxation and the marginal rate 
of taxation substantially 
brought down; « 

(ii) The general rate of corpo¬ 
rate taxation should be reduced 
to 50 per cent and the surtax 
withdrawn. 

Investment in recent years 
has been sluggish. There are 
two sets of factors which havei 
led to the present 8ituation:| 
First, investment has becomd 
unattractive for a variety ofl 
reasons like the high cost ofl 
projects, price controls, etcJ 
Second, adequate resonrces| 
are not available and this has 
made worthwhile ifivestmenll 
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dittow. 

for Mttalderation pt 
goyeniBem tte foflowing steps: 

, (i) Idective reduction in 

excise 'dnties with a view to 
redooe! prices and engineer a 
rise in demand in industries 
exposed to recession. 

(ii) Modification of excise 
duty rebate scheme to compen* 
sate industit pt the increased 
depredatiotfand inteiestcharges 
following the sharp rise in pro. 
ject costs by fixing different 
rates and periods for different 
industries according to their 
degree of capital intensity. 

I (iii) A constructive price 
* policy which will ensure a fair 
return, as commercially defined, 
on new investment. 

! (iv) In respect of loans, the 
financial institutions should not 
insist on convertibility clause. 
The debt-equity ratio should 
be appropriately relaxed 
: depending upon the nature and 
; requirements of different Indus- 
! tries. The promoter's contribu- 
^ tion has to be limited to 10 per 
I cent of the project cost or 40 
I per cent of the share, capital, 
whichever is less. 

(v) The revival of the capital 
market will depend very much 
on the rate of dividend in rela- 
I tion to the rate of interest. The 
I RBI has reduced the interest 
' ceiling from 16.5 to IS per cent. 
A further reduction is neces- 
sary as also in the interest on 
’ loans from term lending insti¬ 
tutions. 

Broad-basing Entrepreneurship 

The economic development 
should involve participation of 
an increasingly larger number 
of people both as manufacturers 
and workers. Economic deve. 
lopment on these lines, while 
creating employment and 
broad-basing production, will 
also Btiengthen industrial demo¬ 
cracy and promote difiUsiem of 
economic power. 

The developmrat of small- 


aeidn indostiy la tiie {Mrimary 
means of widening the entre- 
prmwttrial base. This develop¬ 
ment has to .be andmaken not 
only with government suiH^tort 
but with active cooperation 
from large. and medium 
industry as well. Apart from 
ensuring quality control and 
giving tecimology and know¬ 
how, steps should be taken to 
provide proper marketing faci¬ 
lities to small and tiny indus¬ 
tries. 

The growth of small and 
large industries is complemen¬ 
tary. Small sector can develop 
faster only when the large 
industry is expanding rapidly. 
Hence policy needs to be devis¬ 
ed which will stimulate general 
industrial growth while giving 
special attention to the small 
sector. In this context, the 
federation suggests the follow¬ 
ing; 

(i) Industrial policy should 
be based on the fundamental 
criterion of growth. A growth 
rate of five per cent per year, 
on an average, should be a 
built-in factor in the industrial 
policy. 

(ii) Apart from reservation 
of items, small units should be 
given fiscal and monetary 
advantages through lower rates 
of excise duties, rate of interest, 
preference in government pur- 
chases, etc. These should be 
quantifiable and fixed at a level 
which will give small-scale 
industries a measurable net 
advantage in competition with 
other units. 

(iii) Government should pro¬ 
tect the interests of small 
creditors when management of 
enterprises is taken over by 
government. 

Distributiv* Trad« 

The distribtttion system in 
India, evolved over centuries 
has stood the test of time. It 
is unique m its reach as it 


conanarnyaodc and ootner 
ofifte country, indoding the 
farflungandhiacceBBible areas. 
The cost of distribution by 
private trade is the lowest in 
the world. Being the largest 
self-employment segment of 
society, it serves as a major 
bulwark of democracy. 

The system sometimes conies 
under strain in periods of 
shortages. The answer to this 
lies not in substituting it by 
public distribution but by rein¬ 
forcing it through a well 
designed buffer stock scheme. 
This is particularly necessary 
in the sphere of essential 
commodities such as foodgrains 
and pulses, edible oils and 
vanaspati, sugar, and much 
other items which feature 
prominently in the common 
man’s budget. 

It is a matter of satisfaction 
that in the last few months, 
intra-state and inter-state res¬ 
trictions on the movement of 
foodgrains have been removed. 
The same has recently been 
made applicable to edible oils 
as well. This policy should be 
taken to its logical conclusion 
and all constraints on the 
smooth and speedy flow of 
commodities done away with. 

Against the above back¬ 
ground, the federation offers 
the following suggestions : 

(i) While welcoming the 
announcement of the union 
Finance minister in his 1978- 
79 budget speech that the 
central government has taken 
up with the state governments 
the question of removing octroi 
' duties and sales tax and hoping 
that the results will take con¬ 
crete shape soon, sales tax on 
essential commodities like 
foodgrains, pulses, edible oils, 
vanaspati and other items of 
common man's consumption 
should be removed forth with. 

(ii) Till sales tax is replaced 


by additionai extfise duty, cer¬ 
tain modicum of uniformity in 
sales tax rates, as well as 
procedures, are imperative. 
Introduction of self-assessment 
schemes, abolition of unneces- 
sary forms, enlargentent of 
items taxable at first point, 
and simplification of proce¬ 
dures recently recommended 
by a committee which went 
into the Delhi Sales Tax Laws, 
should be immediately under¬ 
taken. 

(iii) Central sales tax has to 
be brought downfrom four per 
cent to one per cent as part of 
the process of rationalisation. 

(iv) The directive regarding 
stamping of ex-mill price plus 
excise duty on every metre of 
cloth has created hardships to 
the dealers in the absence of 
definite notion about the final 
price to be charged to the con. 
sumers. The best method of 
protecting the consumer inter¬ 
est would be through the 
stamping of maximum retail 
price and making it clear that 
this is exclusive of local taxes. 

(v) While the Prevention 
of Food Adulteration Act 
attempts to weed out the evil 
of adulteration, it has led. to 
considerable distortion parti¬ 
cularly to the disadvantage of 
retail trade. With a view to 
sorting out this type of prob¬ 
lems, advisory committee 
should be set up at national, 
state and district levels repre¬ 
senting government, public, 
trade and industry to help 
orderly implementation of the 
PFA Act. The constitution ot 
such a committee was recom¬ 
mended by the joint committee 
of parliament on PFA (Amend¬ 
ment) Bill, 1976. 

(vi) Trade in controlled 
items should, as a matter of 
policy, be allowed to be hand, 
led by private trade since the 
supply position in almost all 
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controlled commodities ^ 
substantially eased. 

(vii) Vi^lance committees 
should be set up at national, 
state and district levels repre¬ 
senting government, public, 
trade and industry to foresee 
possible shortages and to 
recommend advance corrective 
steps. 

(viii) The growing awareness 
of social responsibilities in the 
trading community should be 
further fottified and reinforced 
by their organisations. 

Production Constraints 

A developing economy like 
ours has to contend with many 
constraints, some avoidable 
and others not. Power shortage 
and labour unrest come under 
the former category. But these 
factors have surfaced $o much 
lately as to cause serious con¬ 
cern and, unless urgent steps 
are taken, industrial and agri¬ 
cultural activity will be slowed 
down and income and employ¬ 
ment will be greatly afiected. 
If our economy is to go for¬ 
ward power must be made 
abundant and industrial har¬ 
mony established. 

Power shortage has been 
widespread. At the end of 
1977-78 power deheit was of 
the order of aboat 34 million 
KWh per day. Over two-fifths 
of this deficit was in the 
northern region, the highest 
being in the state of UP. 

The present shortage is not 
a sudden phenomenon. Power 
shortage has been persisting 
for the past seven years in 
mild or severe degrees. The 
basic causes of the crisis are 
(a) inordinate delays in the 
implementation of power gene¬ 
ration programmes, and (b) 
ineRicient management of gene¬ 
rating and distribution capa¬ 
city. To ease the situation and 
keep powK developments step 


ahead of po«i|i\emiNnBirtloa 
die following are called 

for • i. 

(i) A time-b<M^d programme 
should be drawpi up and imple¬ 
mented with utmost elBcieocy. 
The objective should be to 
improve power gyration from 
existing capacity, complete 
power projects in hand with 
utmost speed and frame and 
implement a long-term plan 
on the basis of future 
power requirements. To the 
extent government program¬ 
mes are likely to take time, 
power generation by private 
electricity undertaking should 
be encouraged and assisted. 

(ii) Management of electri¬ 
city undertakings should be 
entrusted to professional mana¬ 
gers and to develop sustained 
interest and expertise frequent 
transfers should be avoided. 

(iii) Being an essential ser¬ 
vice, strikes, go-slow, work-to- 
rule, etc should be totally 
banned, creating at the same, 
time, an effective machinery 
for redressal of grievances. 

(iv) Industry also must take 
steps to avoid wastage and 
make the best use of the power 
available during off.peakhours. 
Cooperation of labour should 
be forthcoming in the national 
interest. 

(v) Lower electricity tariff 
should be offered to induce 
industry to operate during off- 
peakhours. 

(vi) Industry should be allow¬ 
ed to set up captive power 
plants and for this purpose 
given loans on concessional 
terms. The requisite power 
equipment may be allowed to 
be imported if it is not avail¬ 
able indigenously. 

Industry is also exposed to 
uneasy industrial relations. 
This is due to a variety of 


iiittmi iadodihg tto baoldatli 
of pott^nergeocy eapboiia, 
political red^ments, attmqAs « 
to capture leadetaUp eSf < 
uaiotts, etc. It is estimated 
th^ in 1977 total maodays lost 
would be over 16 million as 
against about 11 million in the 
previous year. The federation 
would like to put for considera¬ 
tion of government the follow¬ 
ing specific suggestions for 
creating greater industrial 
harmony: 

(i) Government should take 
strict measures against indisci¬ 
pline and use of coercive 
methods by organised labour 
unions. 

(ii) The procedures for settle¬ 
ment of disputes should be 
specified, and unless all stages 
of settlement of disputes arc 
gone through, strikes and lock¬ 
outs should be made illegal. 
Clear directives should be 
issued to all the state govern¬ 
ments to so gear the machinery 
that labour disputes are resol¬ 
ved in a much shorter time than 
experienced today. 

(iii) Of late, there have been 
many incidents where the 
authorities have not taken action 
against threats of violence on 
the ground that violence as 
such has not been committed. 
Consequently, unfortunate 
incidents involving loss of 
human life have taken place. 
It is absolutely necessary that 
government take strict mea¬ 
sures against anyone who 
resorts to coercive methods of 
threats. 

(iv) The structure and func¬ 
tion of industrial relations 
machinery, the conditions for 
registration of unions and the 
method of determining the 
representative character of 
trade unions for the purposes 
of recognition as bargaining 
iVents by management in a 


wit <Nr ' tie 

vttry dearly 44fiae<l- 

(v) SuitaUe modifidatioiM 
sboiM be made in tlie. indui- 
trial lelatjoas legiilatiqn to 
^bctively take cate of induct- 
pline and acts of misoondnet 
detrimental to i^oduction and 
distribution. 

(vi) The recent amendments 
to the Bonus Act have once 
again i«-opened the floodgates 
of disputes and necessitated 
even loss making units to 
make payment of minimum 
bonus. Moreover, industrial 
establishments find themselves 
under great pressure to mdte 
payments even in excess of the 
formula prescribed under the 
Act. This situation should be 
remedied in the interest of the 
well being of the industry and 
long term interest of labour. 

It has to be appreciated that 
the policy in regard to wage 
levels in. industry should be 
devised in the development 
perspective. The objective must 
be to utilise surpluses to pro¬ 
vide additional jobs which will 
bring out the unemployed and 
underemployed from the 
morass of poverty. 

Foraign Trad* 

It is a matter of satisfaction 
that our balance of trade has 
substantially improved in the 
last two years as a results of 
the sustained effort made to 
promote exports and bring 
about import substitution. The 
foreign exchange reserves have 
enlarged and now amount to 
nearly 9 months* import bill. 
All this, however, should not 
lead us into complacency and 
to dilution of efforts to streng¬ 
then the balance of trade. 

Exports have increased quite 
substantially both in finsndal 
terms as also quantitatively. 
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t . k noeflit iuMtltt. the . 
W somen^ slac^« 
Sxpoit policy Itas to be 
ttpOQ es a part of the 
ove^l natirmal policy. In 
par^olar export of labour 
intensive goods in which we 
haver special advantage need to 
be cia^lly sponsor^. In this 
perspective, the followingspeci* 
fic measures are called for: 

Exports' should not be 
emmeived of as a surplus left 
after meeting domestic con¬ 
sumption but made a part of 
out production planning. 

(ii) Export is a highly 
specialised activity and requires 
to be supported by extensive 
marketing infrastructure. In 
particular, exporters should 
have the requisite facilities to 
open offices overseas to keep 
an eye on the demand trends 
and to assess the export poten¬ 
tial. Export marketing is more 
costly and ' expenditure on 
export promotion should con¬ 
tinue to get weighted deduction 
in the computation of tax. 

(iii) Exporters should be 
enabled to continuously main¬ 
tain and improve quality, 
adhere to delivery schedules 
and keep up to the highest 
commercial standards. 

(iv) Export incentive sche¬ 
mes such as cash assistance 
and duty drawback should be 
considered as a part of the 
exercise to make our exportable 
products competitive. 

(v) While considering ban 
on export of any item a long 
term perspective has to be 
taken. 

(vi) The potentialities of 
peoject exports through joint 
ventures, turnkey projects and 
consultancy assignments should 
be ftilly assessed and positively 
harnessed. Cash remittances 
and foreign exchange for visits 
of tedinicians and others 
should be liberalised. 

(vii) A scheme should be 


densed to protect exporters 
agsihiat fluctiudioin in exchange 
lateg. 

(viii) Adi^uacy and regu¬ 
larity of shipping services at 
economic and stable freight 
rates should be ensured. 
Import PoUcy 

Our import policy too needs 
to be geared to play a construc¬ 
tive role in our economic 
development. The recent libera¬ 
lisation in imports is indeed 
welcome. However, a more 
realistic and broadbased policy 


imniiewDrk liai to be evolved. 
Ihi ^s respect the following 
suggestions are oi&red; 

It is possible to do away 
wiffi import licensing for seve¬ 
ral mote items. The process 
can be gradually extended over 
the years. 

(ii) Import duties on capital 
goods as well as other essen¬ 
tial inputs have to be reduced 
without hurting the interests of 
domestic producers. While 
the budget for 1978-79 makes 
a beginning in this direction. 


FICCI Awards—1977 

The Federation of Indian Chambers of Commerce and 
industry has been making awards since 1968 for 
outstanding contributions in various fields of wider 
social responsibilities, including cash awards for 
Individual scientists/technologists. In 1975 a new award 
was instituted for outstanding achievement by a women 
entrepreneur/executive. The awards for the year 1977 


are given below: 
Agriculture 

The College of AgriculUire, 
r,iiJh iaiia, has ever since its in¬ 
ception, contributed sigpifi- 
cantly to the growth of agri¬ 
culture by improving and dis¬ 
seminating agricultural techno¬ 
logy. Its contributions to re¬ 
search is almost unparalleled 
for any single state level agri¬ 
cultural research institution in 
the country. As many as 20 
faculty members of the college 
have been honoured with 
n^ional awards in recognition 
of their outstanding research 
contributions in plant breeding, 
soil sciences. entymology, 
plant pathology and vegetable 
crops. This is because of the 
depth of educational pro¬ 
gramme which are fully inte¬ 
grated. 

The research by the college 
encompasses development of 
high-yielding, disease-resistant 
and fertiliser responsive varie¬ 
ties of foodgrains, vegetables, 
fruits and of high-yielding 


strains of meat and egg-(ype 
chickens. It has also carried 
out experiments on the best 
use of fertilisers, water manage¬ 
ment and soil reclamation. Its 
soil testing laboratories have 
undertaken analysis of 6.4 
lakhs soil samples. Water test¬ 
ing and plant analysis services 
are also provided to the 
farmers. 

With a view to rationalising 
the use of underground and 
surface water under different 
situations, a new approach has 
been used successfully for 
scheduling of irrigation. Week¬ 
ly irrigation time table has 
been developed for the rabi 
crops, including wheat. Other 
signidcant contributions of the 
college in this area include 
development of appropriate 
technokgy for the reclamation 
of alkaloid soils and the pre¬ 
paration of water quality and 
soil maps. 

In the field of weed control, 
several weedicides have been 


the list of eligible items needs 
to be considerably extended. 

(iii) Canalisation should be 
restricted to very few selected 
items which are considered 
absolutely essential in the natio¬ 
nal interest. At the same 
time the canalising agency 
should guarantee a specific 
delivery period. To promote 
competition, a few leading 
organisations in the' private 
sector should be involved in 
the importation of canalised 
items. 


identified. The use of farm 
machinery in sowing, harvest¬ 
ing and processing has been 
popularised. A separate de¬ 
partment has developed 40-high 
yielding iind quality rich varie¬ 
ties of vegetables. New virus- 
free fruit crops have been 
introduced, and various agricul 
tural techniques for use in fruit 
crops standardised. 

The work of the college on 
plant protection has yielded 
valuable results in the control 
of major insect-pests and dise¬ 
ase problems. Its major con¬ 
tribution in this area has been 
the determination of the dose 
and other parameters fot the 
aerial spraying of cotton, in¬ 
cluding the implications of 
insecticides residues. 

In the field of apiculture, a 
new technique was devised for 
interspecific queen introduction 
which rendered possible apis- 
mellifera in India for the first 
time. Useful work has been 
done in developing appropri¬ 
ate processing technologies for 
vegetables, fruits, cereals and 
milk. The efforts of the col¬ 
lege in improving the contents 
of agricultural technology, its 
curricula and teaching approach 
and disseminating the same 
widely have created a setting 
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for many sided social and eco¬ 
nomic change. 

Export Promotion 

This award is being shared 
by the Engineering Projects 
(India) Limited, New Delhi 
(BPI) with the Projects and 
Equipments Corporation of 
India Limited, New Delhi 
(PEC) for export of equipment 
and winning turnkey projects 
abroad. 

Engineering Projects (India) 
Limited*' Incorporated in 1970, 
EPI has an unbroken record of 
achievements in the innovative 
project management. To keep 
abreast of the future, EPI 
is constantly broadening its 
horizons and entering newer 
field of endeavour. Its ap¬ 
proach is multi-disciplinary 
comprising market research, 
feasibility studies, design and 
detailed engineering, supply of 
plant equipment, civil and 
structural works, inspection 
and testing and erection and 
commissioning. The project 
range handled by the EPI in¬ 
cludes housing complexes, steel 
bridges, storage silos, crude 
oil and gas pipelines, power 
transmission line projects, 
water supply and sewage dis¬ 
posal plants, civil and structu¬ 
ral engineering, bulk material 
handling systems for food- 
grains, fertilisers, ore and 
chemicals, . handling systems 
for thermal power stations, 
chemical plants such as caustic 
soda, sulphuric acid, crude oil 
conditioning, coal gassification, 
ore bcneficiation, ferrous and 
non-ferrous metal plants and 
setting up of cement, paper and 
paper pulp units. 

The EPFs rapid growth in 
business since its inception has 
been marked by a consistent 
increase in the proportion of 
exports. In 1975 total projects 
in hand added up to Rs 813 
million, of which export orders 
amounted to Rs 88 million i.e. 
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II percent* tn I|1f7, however, 
this percentage i^reased to S3 
with total projedi on hand and 
export orders betqg of the value 
of Rs 5,406 ijutliion and 
Rs 2,849 million respectively. 

As an international contract¬ 
ing company, EPI has a broa¬ 
der role as an agent for indus¬ 
trial development. The com¬ 
pany, therefore, participated 
in projects earning valuable 
foreign exchange, principally 
through promotion of the ex¬ 
ports of indigenous plant, 
equipment, material and man¬ 
power. All this was possible 
because of the massive cam¬ 
paign to improve goodwill bet¬ 
ween India and other countries 
of the world, participation in 
advertising campaigns, includ¬ 
ing international fairs and 
exhibitions, and sponsoring of 
trade delegations and market 
study teams. With a view to 
keeping abreast of the latest in 
relevant innovative technology, 
the company has also entered 
into collaboration agreements 
with leading international com¬ 
panies for carrying out projects 
in third countries. All these 
efforts have yielded rich divid¬ 
end and as a result it is to-day 
in the first ranks of India’s ex¬ 
ports. 

Projects and Equipment 
Corporation of India Limited** 
A subsidiary of the STC, the 
PEC increased its exports four¬ 
fold from Rs 96.5 million in 
1973-74 to Rs 402.9 million 
in 1976-77 a growth of 40 per 
cent over the previous year. 
What is more important, the 
PEC is handling nearly 1/12th 
of engineering goods exports 
for the entire country. The 
performance is both quantita¬ 
tive and qualitative, the latter 
being reflected in the increas¬ 
ing sophistication of products 
exported. 

The company’s exports 
against free foreign exchange 


ace another important achieve¬ 
ment, Its exports to general 
cttirency areas as percentage 
of total exports rose from 52 
in 1975-76 to 70 in 1976-77. 
These are expected to go up 
further to 79 per cent in 
1977-78. 

Through a planned and cons¬ 
cious drive, the PEC has achiev¬ 
ed significant breakthrough in 
exports to newer world mar¬ 
kets. It has exported radial 
drilling and milling machines 
to the USSR and drills, lathes, 
dolleys, puller assemblies, etc. 
to developed markets, including 
the USA. Overseas’ customers 
confidence in the PEC is evi¬ 
dent from the number of repeat 
orders received from the USA' 
the USSR, Iraq, Kuwait, etc. 

Some of the items where 
PEC fulfilled its role as a trail 
blazer are export of diesel and 
steam locomotives, railway 
wagons, luxury coaches as also 
rail fittings, garage equipment, 
spray painting and drying 
booths. Its aggressive salesman, 
ship has enabled it to regain 
lost ground for bicycle parts in 
France, complete bicycles in 
Uganda and for electric gene¬ 
rators and alternators in Tan¬ 
zania. 

Industrial Relations 

Dhrangadhra Chemical Works, 
Sahupuram, was established in 
1958. Located in an economi¬ 
cally backward area it had to 
reckon with prolonged disturb¬ 
ed industrial relations. 

The beginning of the year 
1970 saw a turning point. A 
new and cooperative approach 
to the solution of industrial 
relations problems was evolv¬ 
ed. This paved the way for 
bipartite problem solving. 
Since then, the company, 
which provides employment to 
1,200 persons directly, and an¬ 
other 1,500 persons indirectly, 
has been consistently sorting 
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put ail disputes across the 
table. 

ThPneW policy has yielded 
^handsome dividends. Relations 
between the managemtmt and 
the unions are cordial. This 
is amply demonstrated by the 
fact that while prior to 1969 
strikesclaimed 18»156manday8 
thereafter there has been no 
work stoppage. Not a single 
go-slow and lockout has taken 
place. What is significant^ 
even on two occasions of state 
level bandhs in 1972 and 1973, 
the company was one of the 
few in the state which had nor¬ 
mal attendance and produc¬ 
tion process. 

All this has been possible 
because of the close liaison 
with workers and their leaders, 
intimate sharing of problems, 
a dedicated approach to main¬ 
tain cordial relations and the 
introduction of a series of wel¬ 
fare measures. 

The company has also intro¬ 
duced an award for long ser¬ 
vice and every year it gives 
token rewards to 40-45 persons 
for maximum attendance. Pre¬ 
sentation of mementoes to all 
employees and a scheme to 
provide employment to their 
dependants on death or retire¬ 
ment are some other measures. 

A keen sense of safety has 
also been inculcated among 
workers. This has helped in 
reducing the accidents to the 
minimum. In 1973, the plant 
operated without any accident. 
The company has received 
safety awards for the lowest 
frequency and long accident- 
free periods in man hours. 

Science and Technology 

The Centrid Food Techuo- 
logical Research Institute, 
Mysore, has done outstanding 
work in the harnessing and 
development of new sources of 
protein for human consumption 
to meet nutritional require- 
ments. It has also evolved 
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techl|qafli f!i>r procsssing <iif 
plaoptibn prodaQts to boost 
Indies export trade and coa- 
servalioa of fruits, vegetables 
and ^imal based foods by 
improved methods of storage 
and i^ocessing. 

In the field of foodgrains 
processitig technologies,. the 
institute has developed me- 
tho<k of drying freshly harvest¬ 
ed paddy, parboiling and cur¬ 
ing of rice; design and develop- 
meid of bran stabilisation 
units; mini-rloe mill units; 
maite nulling equipment and 
instant mixes. Its work on the 
production of instant mixes for 
Indian foods such as dosa, 
idli, sambhar and a soft-drink 
concentrate which is now being 
commercially exploited is well- 
known. A breakthrough in 
utilising buffalo milk for infant 
food has also been made. 

Methods for processing of 
spices, coffee, tamarind juice 
concentrate, etc. have been 
evolved. Technology has been 
developed for the production 
of edible-grade flours from 
groundnut, sesame and mus¬ 
tard including Bal-Ahar and 
pre-cooked weaning food and 
products based on plant pro¬ 
teins and edible oils to replace 
animal milk. Other achieve¬ 
ments include: a commercially 
feasible process for obtaining 
protein of 90 per cent purity, 
technology for storage of food 
materials which includes fumi¬ 
gants for insect-free storage of 
foodgrains in rural and urban 
sectors pesticidal emulsions for 
treating jute bag surface to pre¬ 
vent infestation and process for 
production of lindane from 
crude BHC. 

The institute has developed 
processes for food enzymes like 
diastase, amyloglucosidase, 
.pactinase and acid protease 
and baker's yeast from cane 
molasises for use in food and 
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pharinaceutical industries. 
Post-harvest technologies for 
tropical and temperate firuits 
have also been developed. It 
has designed and fabricated 
citrus juice extractor; develop¬ 
ed strained babyfoods, canned 
products, fruited cereals and 
packaging materials from tra¬ 
ditional agricultural wastes. 

The institute's processes for 
defence use are in the field of 
technology for supplying can¬ 
ned drinking water and know¬ 
how for the production of egg- 
powder. 

Cash Awards of Rs 10000 
for Rsssarch in Scisnce 
and Tochnology 

Award for Life Sciences 
Including Agricniture is being 
shared between Dr C. Oopalan, 
New Delhi and Prof OP. 
Talwar, New Delhi. 

Dr C. Gopalan, director- 
general of Indian'Council of 
Medical Research, New Delhi, 
has made outstanding contri¬ 
butions to the problems of 
malnutrition and deficiency 
diseases. He has applied him¬ 
self for over two decades to 
investigations of major nutri¬ 
tional deficiency diseases wide¬ 
spread in India and south-east 
Asia. His studies on famine 
oedema, protein-calorie mal¬ 
nutrition, nutritional neuro¬ 
pathies, phyrnodenna and 
.nutritional problems of preg¬ 
nancy and lactation have at¬ 
tracted wide attention in scienti¬ 
fic circles. 

Dr Gopalan has successfully 
demonstrated that effective 
programmes of nutritional re¬ 
habilitation for protein calorie 
malnutrition could be imple¬ 
mented using inexpensive local 
resources. He and his collea¬ 
gues have evolved several low 
cost recipes. Also be has been 
able to prove that blindness 
resulting from vitamin Adefi- 


ciracy which accounted for a 
considerabie part of prevent¬ 
able blindness in India and 
several other Asian countries, 
can be effectively tackled 
through distribution .of two 
oral doses of vitatpin A. This 
programme is now being taken 
up by the government of India 
and has been included in the 
plans. In Indonesia too, large 
scale operations have been 
started. 

Dr Gopalan has also initiat¬ 
ed research on the possibilities 
of fortification of common 
salt with iron as a move for 
combating iron deficiency anae¬ 
mia. He has also worked 
out a simple process for remov¬ 
ing toxic principle from the 
Kesari dal to make it safe for 
human consumption. His 
work in the field of pellagra 
has provided practical ap¬ 
proach towards its preven¬ 
tion and control. 

ProfG.P. Talwar, professor 
& head of the department of 
Biochemistry, All India Insti¬ 
tute of Medical Sciences, New 
Delhi, has made significant 
contibutions in the field of 
bio-medical sciences by deve¬ 
loping a vaccine which when 
injected into the females re¬ 
sults in the production of anti¬ 
bodies and prevent contracep¬ 
tion over a certain period of 
time. The vaccine has prov. 
ed its efficacy in the laboratory 
tests in animals and is now 
undergoing human trials in 
India and abroad. 

Prof. Talwar’s earlier work 
shed new light on the mecha¬ 
nism of action of a female sex 
hormone as also a pituitary 
growth promoting and deve¬ 
lopmental hormone. His cont¬ 
ributions on regulation of 
immune response with parti¬ 
cular reference to the role of 
hormones and the nature of 
immunological deficit in chro¬ 
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nic intracellular diseases such 
as leprosy is of importance. 
The contribution to immuno¬ 
logy and endocrinology in his 
case may help provide a break¬ 
through in contraception tech¬ 
nology. 

The vaccine developed by 
Prof. Talwar is simple. It 
can be administered by para¬ 
medical health workers to be 
taken only once every year 
or two. The vaccine helps 
identifying the formation of 
antibodies in the recipients, 
which can recognise and 
neutralise the pregnancy hor¬ 
mone HCG. (Human Chorionic 
Gonadotropin). 

Dr Talwar was amongst the 
first to demostrate the pre¬ 
sence of a cytoplasmic protein 
in the mammalian uterus 
which presented the ability to 
bind the female sex hormone 
with high affinity and speci¬ 
ficity. The molecular basis 
of selective action of this hor¬ 
mone on some tissues was 
thus shown to reside in the 
ability of these organs to make 
“receptor” protein, which 
permitted the recognition of 
the hormone and enabled its 
concentration within the tissue. 
The properties and character¬ 
istics of the “receptor” for 
estradiol were delineated. In 
course of time, similar re¬ 
ceptors for other hormones 
were discovered in their res¬ 
pective target organs. These 
findings have opened up new 
vistas in endocrinology. 

Another original contribu¬ 
tion of Prof. Talwar was the 
idea advanced about 15 years 
back proposing that growth 
promoting and developmental 
hormones acted by stimulat¬ 
ing the synthesis of RNA in 
their target organs. By simple, 
elegant experiments it was 
demonstrated that local appli¬ 
cation of inhibitors of RNA 
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synthesis prevented the deve* 
lopment of the biological ac> 
tions of the hormones, em¬ 
phasising thus the critioid role 
of this metabolic step in the 
hormone action. 

Physical Sciences In¬ 
cluding Mathenwtics 

tnt. C.N.R. Rao. professor, 
Solid State and Structural 
Unit, Indian Institute of 
Science, Bangalore has made 
outstanding contributions in 
the fields of Solid State Chemis¬ 
try, Spectroscopy and Mole¬ 
cular Structure. In each of in 
theiih areas, he has made origi¬ 
nal and significant contributions 
and has published over 200 re¬ 
search papers and reviews. His 
research papers have been ex¬ 
tensively quoted in the scienti¬ 
fic literature. 

In the field of Solid State 
Chemistry, Prof. Rao has edit¬ 
ed two books and written four 
monographs. His recent 
monograph “Phase Transitions 
in Solids”, attempts to present 
a unified treatment of this im¬ 
portant topic and covers theo¬ 
retical researches and structu¬ 
ral aspects as well as mate¬ 
rial properties. Other fields 
of his enquiries are: elec¬ 
tron transport and magne¬ 
tic properties of oxide systems 
and defects in ionic solids; 
direct lattice imaging of solids 
to study local structure, order, 
dislocations and domains. 
His studies on the electron 
transport and magnetic proper¬ 
ties of various oxide system 
have helped establish that crys¬ 
tal field and band limits of 
d-electrons are distinct thermo¬ 
dynamic states. The nature 
of the spinstate transitions in 
cobaltates and other systems 
is now being investigated both 
experimentally and theoreti¬ 
cally. 

Studies on semiconductor- 
metal ttaa^qns in oxides have 
1^ Gtarried out emidoying 


various methoti^. . including 
charge density wa^ in metal 
oxides. Structural'iind mecha¬ 
nistic aspects of a^al phase 
transitions in inat^nic solids 
have been investigated. Ther¬ 
mal hysterisis in phase transi¬ 
tions and the applicability of the 
Bom model for jdiase transi¬ 
tions of simple ionic solids 
relation between positron life¬ 
times andV in phase transitions 
have been established. 

In defect solids, his research¬ 
es provided valuable insight 
into the mechanism of ion 
movement, impurity aggrega¬ 
tion, distribution of defect 
pairs and so on. 

In spectroscopy, extensive 
investigations have been carried 
out on the electronic and 
infra-red spectra of complex 
molecules, including analysis 
of electronic and vibrational 
spectra, quantitative treatments 
of substituent effects and sol¬ 
vent effects and vibrational ana¬ 
lyses on several molecules in 
both ground and excited states. 
His contribution in electronic 
spectroscopy and hydrogen 
bonding are significant. 

He has also done impressive 
work in the emerging area of 
photoeleetron spectroscopy, 
particularly on benzene deri¬ 
vatives and nitroso com¬ 
pounds. 

Industrial Application 

DrR.V. Tamhankar, chair¬ 
man & managing director, 
Mishra Dhatu Nigam Limited, 
Hyderabad, has made pioneer¬ 
ing contribution to the progress 
of research and development 
in metallurgy and material 
technology for strategic and 
sophisticated industrfes. Res¬ 
ponsible for inventing a non¬ 
destructive testing method 
and developing and patent¬ 
ing special machines for 
testing magnetic properties 
of silicon steel ' sheets. His 
major researches were under- 


Mira when he. joined the 
Defimce Metalinrgiod Research 
Ltdioratory. ^ 

. Under ^ dynamic leader¬ 
ship of Dr. Tamhankar, the 
DMRL has, in a span of 10 
ypars, acquired eminence. A 
wide range of products related 
to improvements/modifications 
of the existing defence material 
was undertaken. New metal¬ 
lurgical techniques and alloys 
were developed. Results of 
some of the R & D projects 
were translated into commer¬ 
cial production. Important 
projects executed are: develop¬ 
ment of Ichapur Rifle; 75/24 
Mountain Gun; Special Pow¬ 
der Metallurgy Components; 
Periscope for Battletank; Ball 
Coppers: Special Metals and 
Superalloys including Nickel- 
baK Super-alloys; Magnetic 
Alloys; Special Permanent 
Magnets;Controlled Expansion 
Alloys; High Purity Nickel, etc. 


Engaged in givhig a peqi^- 
cal shiq>e to his msea^c^, 
•Dr. Tamhatfkar has a '. 
much, needed impetus to ^ 
interaction hetweto tedmolqgy 
and industry. Coasidmiitg the 
strategic nature of the teqture- 
meats of special metals' and 
super alloys, he submited a pro¬ 
posal for setting up of a {^t 
for commercial manufhctnre 
of these alloys. The proposal 
was reviewed by a number of 
high-power committees wUch 
fully endorsed the propo¬ 
sal and urged the govern¬ 
ment to set up such a plant 
expeditiously. This led to the 
setting up of Mishra Dhatu 
Nigam Limited in 1975 and 
Dr Tamhankar was appointed 
its first full time chairman and 
managing director. The plant 
is expected to manufacture a 
wide range of nickel base and 
other alloys required for air¬ 
craft, nuclear power etc. 


FICCI office-bearers~1978-79 

Mr Pravinchandra V. Gandhi, was unanimously 
sleeted as the president of the Federation of Indian 
Chambers of Commerce and Industry for the year 1978-79. 
Mr Harishankar SInghania, was unanimously elected the 
vice-president for the year 1978-79. 

The general body elected the following members to 
the committee of the federation: 

Industry : Mr I. M. Thapar, Mr Prem Chand Jain, Mr J. H. 

Doshi, Mr Priyakant T. Munshaw, Mr M.M. Tayal, 
Mr Milan Sen, Mr Bahubali Gulabchand. 

Trade : Mr Maheshwar Dayal, Mr B. P. Agarwalla. Mr 
R. L. Maheshwari, Mr H. T. Parekh, Mr Gautam- 
bhai Vimaibhai Shah. 

The following were nominated in the committee of 
the federation : Mr B. P. Poddar, Mr K. L. Dhaiidhania, 
Mr O. P. Kaitan, Lala Bansidhar, Mr M. M. Lai, Mr Kulwant 
Rai, Mr B. D. Kapur, Mr V. L. Dutt, Mr Baiakrishna Oalmla, 
Mr M. C. Jain, Mr U. M. Patel, Mr N. H. Dhanjlbhoy, 
Dr R- M. Thakkar. 

The standing advisory committee consisting of the 
following was also constituted by the committee: Mr 
Pravinchandra V. Gandhi, Mr Harishankar Singhaitia, Mr 
B. P. Poddar, Mr Arvind Narottam Laibhal, Mr Prem 
Chand Jain, Mr Viren J. Shah, Mr G. K. Bhagat, Mr J. H. 
Doshi, Mr A. K. Jain, Mr K. N. Modi, Mr Ganeshnarayan 
R. Poddar, Mr B. P. Agarwalla, Mr R. P. Gdenka, Mr 
0. N. Patodia, Mr Arvind N. Kiiachand, Mr Sudhir Jalan, 
Mr S. K. Birla, Mr M. K. Mohta, Mr H. T. Parekh. 
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How Food Corporation has coped 
with the chaHenge of reaching foodgrains 
to over 1/7th of mankind. 


A tevan-fold iner««M in handling 
capacity 

Savan yaars ago, FCi handlad 3 million 
tonnas of foodgrains. In 1977—fiva 
successiva bumpar harvests later — the 
foodgrains handlad by FCI totalled 
over 20 million tonnas. 

FCI was able to cope with this seven¬ 
fold increase in handling foodgrains by 
adding to the covered godown space 
and by developing innovative storage 
methods. Such as the CAP (Cover and 
Plinth) davica at abandoned airstrips 
and inside empty army barracks. 

Despite unconventional storage 
methods and transportation over 12 
lakh kilometres of roads and rail tracks,' 
FCI has had remarkably low storage 
and transit losses. Consistently less 
than 1 % of the total turnover. 


132 Quality Testing LaboratoriM 
keep a conatant cheek 

To ensure that grain quality meets, and 
is maintained at, standards laid down 
by the Central Government, the 
grain is checked at various stages. 

On procurement, during transportation, 
storage and preservation. 

FCI pionoora technology for tho 
prosorvation of foodgrains 

To minimise storage loss, FCI has 
developed methods of past control 
which.are not only more effective, 
but more economical too. FCI has also 
designed the new equipment required 
lor these methods. . 

From foodgrains to a Consultancy 
Sarvica... 

To share its expertise.and long 
experience with State Governments in 
India and with other countries, 


FCI has set up a Consultancy Service. 
Experts in different disciplines— 
Economists, Entomologists, Food 
Technologists, Statisticians, Operations 
Researchers, Engineers—have a.ready. 
completed over 35 Projects/Studies 
for various clients. 

A fair deal for thousands of 
farmers—in fact, fcr the entire 
population 

While making foodgrains available to 
India's millions, FCI keeps in mind the 
interests of both the farmer and the 
consumer. The farmer is protected 
from speculative traders by massive 
price support operations: FCI pays him 
a remunerative price fixed by the 
Central Government, thereby providing 
him with an incentive to grow more 
the next year. For the people—FCI 
means prompt and uninterrupted food 
supplies. Foodgrains ate made available 
at fair prices throughout the country. 



FOOD CORFOKATION OF INDIA 

In the service of&ie ration 
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Socio-economic peiic# of Jfiprta party 


The national executive of the Janata Party hlj|| 
releaaed Its latest soclo^onomlc policy sfateiiMit which, 
in the wards of the party general secretary, Ni| Madhu 
Limaye, is "radical and thoroughgoing." its ^ggestions 
incliide curbing of concentration of 'ecohomtd power, 
decentridlsine the ownership of ttte means of production 
and.prevention of industrial unrest. In cases where the 
public Anancial institutions have provided large 
percentages of the overall capital for industrial firms, it has 
recommended their being brought under public control. 
Text of the policy statement is given below: 


TiiE. NATroNAL Executive has 
expressed its disastisfication 
with the slow and tardy imple* 
mentation of the party's socio¬ 
economic programmes. The 
executive felt that unless these 
programmes are speedily imple¬ 
mented the party's image wilt 
not improve. While united 
functioning and good public 
relations have their importance, 
performance is the crux of the 
problem. 

The National Executive em¬ 
phasised the fact that the 
Janata governments and the 
Janata ministers are account, 
able both collectively and in- 
dividuaiiy to the people and 
the party. At the same time it 
held that it was the duty of the 
party to oversee the perfor¬ 
mance of the party govern¬ 
ments. The National Executive, 
therefore, directed that the 
party secretariat should initiate 
discussions with the Janata 
chief ministers and Janata 
central government ministers 
with a view to speedy imple¬ 
mentation of the agreed pro¬ 
grammes. Such members of the 
National Executive as are 
available in Delhi at the time 
will be associated with these 
discussions. 

The sixth Plan opens a new 
perspective of rural develop¬ 
ment, of a new deal for all 
those who are below the 
poverty line and whose mini^ 
mum needs even today are not 
being satisfied. The Plan envi¬ 
saged as increasing " role for 


popular initiatives as also 
Increasing involvement of non¬ 
governmental bodies and volun¬ 
tary agencies in developmental 
programmes. The National 
Executive, therefore, laid great 
stress on the need for involving 
party workers at all levels in 
developmental activities. The 
executive drew attention to the 
need for revitalising the exist¬ 
ing voluntary agencies and 
youth and student bodies so as 
to secure their effeettve partici¬ 
pation in these programmes. To 
achieve this increased involve¬ 
ment of party workers, the 
party should draw up a train¬ 
ing programme for party wor¬ 
kers. The focal point of these 
training programmes will be 
rural development. 

The National Executive was 
of the view that there should 
be informal consultations bet¬ 
ween MPs and MLAs in each 
district with the district officers 
in charge of developmental 
work. The rural development 
committee of the Janata Party 
will issue a booklet on the 
various developmental activities 
that are being undertaken by 
the central and slate govern¬ 
ments and the allocations and 
outlays made by these govern¬ 
ments under different heads for 
this purpose. 

The National Executive 
wanted these governments to 
fake q^^asgiM to cgifyouttbe 
promises and programmes con¬ 
tained in the party's election' 
manifesto and ecenomib 


statement. It forther 
th^irad imjdementation of tire 
i^gtammes outlined in the 
political resolution adopted at 
the meeting of the committee 
in August last year. It also 
wanted the state governments 
to take action on their supple¬ 
mentary election manifestoes 
issued at the time of the assem¬ 
bly elections. It particularly 
stressed the importance of prcr 
paring time-bound and phased 
programmes for the implemen¬ 
tation of the following items: 

Land Reforms 

1. According to the draft 
Sixth Plan, as on July 31, 
1977, estimated surplus area 
was 5.32 million acres, the 
area “declared surplus” was 
4,04 million acres, the area 
“taken over” by governments 
was 2.10 million acres and the 
area actually distributed was 
only 1.20 million acres. This 
means that there is consider¬ 
able scope for distributing the 
surplus land among the land¬ 
less people. Immediate steps 
should, therefore, be taken by 
the Janata-run governments to 
distribute the surplus land in 
the next two years. 

2. There are loopholes in the 
existing land reforms legisla¬ 
tion. These, loopholes should 
be plugged and more land 
made available for distribution. 
Legislative action in this regard 
should be initiated without 
delay. 

3. Efforts must be made by 
the state government to reclaim 
alkaline lands, improve drain¬ 
age and bring new cultivatable 
waste land under the plough. 
The idea of Land Army should 
be concretised by the state 
governments ire oonsgitation, 
with voluntary bodies both few 
this puipdse as also for bund- 
iDg,~-'leveUing of s<h1, soil con-- 


servstioB 

4. The Eeetiioibid"- IvlicT 

StatefiiiM.Md. ’emfl^is 

on pregatii^ of i!epo^ of 
rights i igeriod o^twe 
years. ae^s to 

be given tp thb guestiiHi/espe¬ 
cially ki states like Bifafiir ^ere 
this ivobiem is veiy^ aeute. 
Without record of ng^no 
implementadoa iuf land ri^fms 
legislatkei is possible. Rome 
chief hiinjsteis have sp^fisn of 
the need for athendiqg the 
Constitution for his piuigose. 
In case there are consfitntipnal 
difficulties in the matM* ^im¬ 
plementing the lend reforms, 
specific proposals for removing 
these (Dfficultire should be 
drawn up by the concerned 
state governments and smt to 
the party for consideration. 

5. The centra) minister of 
Agriculture should be request¬ 
ed to set up a rejwesentative 
committee of officials and non¬ 
official experts to oversee 
implementation of the land 
reforms legislation and the 
guidelines laid down by Natio¬ 
nal Development Council. 
There should be a small com¬ 
mittee at the party level also 
to monitor speedy implementa¬ 
tion of land reforms and rural 
development piogrammes in 
the Janata-run states. 

Utilising Public Lands 

6. Large tracts of land in the 
possession of public authorities 
like the railways which are not 
immediately needed by them 
should be made available to 
the landless people for cultiva¬ 
tion on a short term basis. 

7. The cmtral government 
should formulate a statement 
on agricultural policy and have 
it laid before Parliament in its 
next session. 

8. The recent fall in the 
prices of sugarcane and cotton 
have caused distress among the 
•■a^ioalt«rista$ Tha Jmiala'Pmty 
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tcrrbe 

paid% tfae ftniKrs aad <tiie 
piicdt'leoepwd. GcnmnmaA 
iMfe^UiB sborf. tmn «ad loj^ 
tenh'^aieasuies to protect Uie 
formus. 

9. buKebtedness among the 
rural'peo^ is on the increase. 
FttbUc oredit to the rural popu¬ 
lation is idll very insuflicient. 
It is necessary to rapidly in¬ 
crease the quantum of public 
credit. Both the methc^s of 
imposing a moratmium on 
dete payments and outright 
abolition of debts should be 
adopted to give relief to the 
poorer sections of the rural 
population. , 

Problem of Housing 

lOv Public authorities should 
give top priority to construc¬ 
tion of houses for the socially 
and economically backward 
people, including Hartjans and 
Adivasis. Wherever possible 
new villages should be created 
for the poor people in rural 
areas, However, care should be 
taken to see to it that this does 
not result in a new kind of 
segregation of Harijans. Speci- 
he targets should be fixed in 
regard to housing for the rural 
poor. 

11. State governments should 
allot housesites. Mere allot¬ 
ment of land to the poor would 
not help. It is necessary to 
provide them loans at subsidis¬ 
ed rate of interest. 

12. In urban areas low in¬ 
come housing should be en¬ 
couraged in a big way. LIC 
and other instiiutions who have 
been complaining recently of 
excess resources should be 
directed to establish low in¬ 
come housing colonies. Legal 
(^ligations should be laid on 
corporate sector enterprises, 
whether private, public or co¬ 
operative for constructing 
houses for their employees. 
Coqpcsative, bousing sWiid 


also hw. uacouraged urbaa 
opens,. and land should be 
mode amiloUe to,these coope¬ 
ratives for this purpose. 

. 13, Aliocatioa should be 
made for shun clearance gnd 
Improvement schemes. Govern¬ 
ments and municipalities must 
provide civic amenities like 
water, electricity, roads, street 
lighting etc for the hutment 
dwellers. 

14. This party manifesto 
highlighted the question of 
supply of pure drinking water 
for the rural areas. It is unfor¬ 
tunate that the central govern¬ 
ment allocations have not been 
fully utilised by the states. 
This should not be allowed to 
repeated. The state governmen(.s 
should fix specific targets and 
draw up concrete time-bound 
programmes for the financial 
years 1978-79 and 1979-80 in 
this regard. Any differences 
between the centre and states 
over matching ailocations 
should be sorted ouf. 

Minor Irrigation 

15. The economic policy 
statement emphasised the need 
to exploit fully the vast poten¬ 
tial of minor irrigation. Volun¬ 
tary agencies should be drafted 
for this work. “Food-for- 
Work” programme should also 
be dovetailed into this activity 
as well as other rural develop¬ 
ment programmes. The govern¬ 
ment should examine the 
suggestion of setting up a 
consortium of nationalised 
banks for providing the neces¬ 
sary financial and technical as¬ 
sistance for building com¬ 
munity tubewells as also ener¬ 
gised pump sets for small and 
marginal farmers. A pro¬ 
gramme of constructing long 
diameter wells should be 
undertaken, where there is 
electricity shortage, both for 
the purpose of supply of pore 
drilling water and as also for 
irr^ation, : Cooperatives for 


i|i».inii|)oi|ie of; Impiemeatiiig 
liB bvigatibo schemes diouM 
be-organised to enable falter 
WtiUiation of water resources. 

16. The state governments 
must prepare time-bound pro¬ 
grammes for the construction 
of village roads and approach 
roads. The resources avaHable 
with the Mandi Committees 
may also be utilised for this 
purpose. Students and youths 
should be motivated to contri¬ 
bute voluntary labour. 

Railway Network 

17. Construction of new 
railway lines should be boldly 
utilised as a means of opening 
up of backward areas and pro¬ 
viding employment opportuni¬ 
ties. It is estimated that for 
constructing 1 km of new rail¬ 
way line, work can be provided 
for nearly 1,000 people. The 
railway ministry should be 
permitted to utilise railway 
surpluses in the next five years 
for the purpose of constructing 
new lines. The central govern¬ 
ment should consider this pro¬ 
posal without dely. 

18. The Janata-led govern¬ 
ments should identify a reason¬ 
able number of poorest fami¬ 
lies in each village with a view 
to providing them with credit 
facilities on priority basis. 
Nationalised banks should be 
drafted for (he purpose. These 
poorest families should be 
given loans by the banks and 
the government to enable them 
to purchase cows, buffaloes, 
pigs poultry etc. This will 
provide subsidiary income to 
marginal farmers as well as 
landless people, including Hari¬ 
jans. A concrete programme 
in this regard for each district 
should he formulated. Some 
work has already been done by 
some states in this area but 
much more needs to be done 
in the days to come. 

19. State governments should 
dnw up a programme for the 


getting up of bio<fas plaats tn 
tbeir respective states. Possi¬ 
bility of having bio-gas plants 
for the entire villages should 
be explored, This should he 
linked with construction of 
latrines etc for the community. 
Young people should ht 
drafted to enlighten village 
people on the scientific aspect 
of this problem. Steps should 
be taken to improve the 
design of the bio-gas plants 
and also to bring down their 
costs. Loans should be made 
available for this purpose. This 
will bring about fuel economy 
and make more manure avail¬ 
able for farming purposes. 

Public Distribution System 

20. There has been an 
increase in prices of some 
commodities in recent days, 
although the' prices of sugar 
and edible oil have fallen con¬ 
siderably. The recent five per 
cent increase in e.xcise duty has 
been exploited by the trading 
community to push up prices. 
In order to prevent the adverse 
impact of this price increase 
on the consumers, it is neces¬ 
sary to initiate action under 
the Essential Commodities Act 
and to strengthen the system 
of public distribution of essen¬ 
tial commodities. Its coverage 
should be increased both in 
terms of the number of people 
especially in rural areas as 
well as the commodities cover¬ 
ed by the system. A time, 
bound programme should be 
drawn up in this regard by the 
Commerce ministry. 

21. A large number of con¬ 
sumer goods which were tradi¬ 
tionally produced in small anc 
cottage industry sectors art 
increasingly being monopolisec 
by the organised sectors, in¬ 
cluding the foreign companies 
This has adversely affectcc 
employment of traditiona 
artisans and has also lesultet 
m the exploitation of con 
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suraen. Ifflioediate s^pt win tMq^tadoo that 

bave to be token te remedy power b ob Ijwr present 
the sttuotion. The questioa of <hmier. Qoveipient shoidd 
reserving certain lines or of taite immediate iti|ps to bring 
production for small and about decentraliwion in the 
cottage industries should be ownership of theineans of pro. 
taken by the minister of Indus- diiction. Such dopentralisation 
try. The proposed sixth Plan of big business; houses will 
allocation of Rs 1410 crore enable the governments to 
dtould be effectively utilised, make fuller utSitation of the 

22. The scheme of district private corporate sectors, 
industrial centres needs to be resources, experience atid tech, 
studied properly. The scheme nical know-how for rapid 
should not become an occasion industrial development, 

for further bureaucratisation. Qoth for Masses 
Some attention should be paid 

to, backward areas. Concrete 26. The National Textile 
action should be taken on the Corporation should be revita- 
basis of the techno-economic lised and the mills taken over 
surveys available with the by the government should be 
ministry of Industry. made to produce cloth for the 

23. The district industrial masses. The private sector mills 
centres, should provide 'exten- which do not produce cloth for 
sion service* for industrial the poorer sections should be 


deeldedi to. v^gwously'''' 'Thu 
liiarie foe prptdem of nfodt Musirial jutlyodii^' 

: iiliMtey. Vasts sums are bripg hiittefoNw fo’ ai^ 

alloceted ^ government for*' Uitar Pradesh;JMivari wdflms 
this purpose. State governments profnamme in h^idhyaPradefo' 
in cooperation with voluntary and creation of subsidinty 
agendes should organise mas- oconpations wiB all give a 
sive programmes for foe eradi- boost to employment, 
cation of illiteracy, especially The Bihar government is 
in the rural areas. A Literacy going to start an employment 
Army scheme should be drafted scheme in 31 blocks in dis- 
for this purpose. triets. This should be tried 

31. The Panchayat institu- elsewhere also, 
tions should be revitalised. The If alternative employment is 

state governments should bold not provided to the rural poor, 
immediate elections to these their wages will ranain per- 
local bodies. The party is of manenlly depressed, 
the view that in order to . , 

buttress Zila Parishads. their Commis 

elections should be made The National Executive, 
direct and held on the basis of while recognisiog that it is 
adult franchise. Unless primarily the responsibility of 
members of foe district Pan- the Janata Party and its 
chayats are given proper status, governments to fulfil the pro¬ 


development. They should 
also help secure credit from 
nationalised and other banks, 
organise supply of raw 
materials, provide technical 
assistance and offer help in the 
matter of designs and market¬ 
ing facilities to the small and 
cottage industries, and 
especially, self-employed 
people and traditional artisans. 
They should also provide 
training and assistance in the 
acquisition of new skills. 

j Curbs on Monopoly 

« 24. Steps should be taken to 
(bring about reduction in the 
(concentration of economic 
1 power in a few hands. Res- 


asked to pay a cess on their 
production and the money 
collected should be utilised 
for renovation by the National 
Textile Corporation. 

27. Action should be under¬ 
taken with a view to dis¬ 
couraging setting up of capital 
intensive, labour displacing 
units in non-essential sectors. 

28. The practice of diluting 
export obligations imposed on 
the private corporate sector 
under one pretext or foe other 
should be discontinued. 

29. Large industrial firms 
controlled by big business 
families should be compelled 
to professionalise their manage¬ 
ments. “Industrial feudalism” 


effective workers will not take 
interest in their work. As soon 
as Asoka Mehta Committee's 
recommendations are made 
available, action should be 
undertaken by the state govern¬ 
ments to implement the re¬ 
commendations. These bodies 
should be given important role 
by the state governments in 
planning and development. 

Employment Guarantee 
32. The Janata party has 
made a firm commitment that 
it would solve foe problem of 
unemployment within ten 
years. If speedy action is not 
taken it would be difficult to 
keep the promise. 


mises they have made to foe 
people, strongly felt that for 
the solution of the pressing 
problems that conftront this 
vast country, a common 
endeavour by all sections of 
our population is called for. 
The National Executive, there¬ 
fore, wants efforts to be made 
evolve a national (x>nsensus on 
such Issues as eradication of 
untouchability, protection for 
the minorities and weaker 
sections of the community like 
scheduled castes and scheduled 
tribes, campus unrest, iradica- 
tion of violence in industrial 
relations and ofoer depart¬ 
ments of public life, adult 
literacy and so on. 


jtrictions should be imposed on 
Ithe concentration of chairman- 
i ships, managing directorships 
\and directorships of the large 
(number of coiporate sector 
companies in the bands of a 
ffew individuals. Legislative 
rand administrative action in 
tthis rpgard should be uoder- 
ftaken without delay, 
r 2S. Because of the concen- 
htratioo of economic power in 
sthe hands of a few big housn. 


should be abolished. Where- 
ever public financial institu¬ 
tions have provided large per¬ 
centage of foe overall capital, 
they should brought directly 
under public control. Hie 
public financial institutions 
should give up their role of 
being sleeping jMitners in large 
private sector firms and play 
an active part in curbing mal¬ 
practices and exploitation. 

30. The centi^ government 


Food-for-work programmes 
have not been vigorously pur¬ 
sued by foe Slate governments. 
If foe official rules are coming 
in the way of implementation, 
the centra] government should 
be asked to review them. 

The state government should 
formulate Land Army and 
Literary Army Schemes' dis- 
trktwise on a decentralised 
baris to implement the various 
prograinnies outlined above.' 


The prime minister was 
authorised by the pariy to 
initiate moves in this regard. 
Representatives of all sections 
of foe people, including politi¬ 
cal parties, social workers and 
professionals, will be invited 
by him to discuss specific 
issues. Even on constituticmal 
amendments the Janata 
government has instituted a 
system of genuine ctmsidta- 
tions with foe oppositioii. 
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Power for development 

The Punjab, Haryana and Delhi Chamber of Commerce and Industry (PHDCCf) has 
convened a conference in the capital next week (May $ and 9) to focus attention on 
the key role which power has come to occupy in the development of both agriculture 
and industry in this country, ^ile the pressing problems facing the north Indian 
states in particular are likely to engage the attention of a majority of the participants, 
it will be desirable to look at the current power shortage in the country from an all- 
India perspective The timing of the conference is propitious because the Planning 
Commission has already circulated the draft of the Plan for the period 1978-79— 
1982-83 to elicit public opinion on all major aspects including the provision made for 
growth in power supply and the estimates comniiilce of the sixth Lok Sabha, in its 
16th report released recently, has critically examined the failings of difTerent wings of 
the government which have landed the country in a none-too happy situation in regard 
to the availability of electricity in many parts of the country. 

An evaluation of the past power plans indicates shortfalls of a high order rang- 
iog from 20 to 38 per cent in different periods. Has the government of India learned 
any lesson from these failings ? The estimates committee takes a dismal view of the 
capacity of the existing government machinery to draw any lesson from its failures. 
States the committee: “Hardly any perceptible improvemeril has been effected in the 
institutional arrangement for survey, investigation, prepiraiion of project reports, 
communication of sanction, execution etc with the result that projects drag on for 
years rendering the entire planning for power unrealistic'’. The committee is therefore 
justified in demanding of the government ”*(0 improve the institutional arrangements to 
see that large power projects which have a vital role and contribution to make towards 
power development are selected and implemented in the field in accordance with the 
Plan programme and no slippage on any account is allowed to take place”. 

Besides expanding capacity to meet the rising demand for power, it is essential 
to take appropriate measures for the proper maintenance of the generating capacity 
which has already been set up. The loss of capacity due to planned maintenance^ 
forced outage and partial unavailability in 1976-77 was 38.58 per cent of the total 
installed capacity. Surely, it should be possible to reduce losses due to the causes 
listed above. Last year in July, the central Erurgy minister, had stated in Lok Sabha 
that he had directed plant by plant review to be undertaken by the technical experts 
so as to pinpoint the peculiar deficiencies of individual plants. It will be \yorthwhile 
knowing how far this review had resulted in toning up the working of the power 
plants. 

The losses due to transmission or distribution of electricity in this country arc of 
no mean order. They vary from 18 to 25 per cent as against six to 12 per cent in 
other countries. It is true that a major share of the losses is due to “low power factor 
of agricultural pumping loads and long lengths of sub-transmission and distribution 
lines” in rural areas of this country but the level of losses is decidedly on the high side 
and* if appropriate steps are taken, it can be cut down by at least half. The measures 
adopted $0 far have not brought forth the desired results. For instance, the Rural 
Electrification Corporation has provided loans to states totalling more than ten crores ; 
of rupees for system Improvement schemes but the impact of such expenditures has , 
not been felt at all. Perhaps it would be desirable to undertake a study to find out I 
the extent to which losses could be reduced after taking appropriate steps. Till that j 
is done, there will be an interminable debate in this country; the critics will claim ^ 
that the losses are excessive while the state electricity boards will continue to assert 
that they cannot be reduced further due to the distribution pattern of power in the 
states. 

Again, for nearly two decades, this country has deliberated upon the need for j 
tbcestablishment of regional grids as well as a naitional grid. A regional grid will j; 



facilitate optimum utilisation of power Bhai^ Heavy Electricals Ltd l»ve aoce of the SEBs wlio, in view, taike 
available in an area. Similarly, the natio- acqul^ capabilities to meet the tuing delight in frequedt tecwidiitdljwv: 
nai ^id will enable efficient use of demnds of our country,, there is need to boards. Ck>aseqiieotly, 'tiioiiuu»g^ 
electricity hy making it possible to transfer bind gitie supplies to h time>bonnd pro* the fdeite and equipniem isnitgli^^ 
power from surplus to deficient states, grann^. Timely supply of power plants besides iotirodueing dements of taeffi* 
Why has progress on this front been can s^d breakdowns in power supply in ciency at all levels. Mr Baliga Ihels thtd 
niggardly? There is a feeling in some manyiparts of the country. the upkeep of the power stations under, 

circles that it is the surplus states which' Soam states have repeatedly complain- the boards* has suffered and today thejp 
are not very keen about the establishment' ed tc^ne centre that they have not receiv- are in very bad shape. It is for the dnte 
of the national grid. These states are ed agnate assistance for the develop* governments to dinimise interference in 
afraid that the transfer of surplus power ment of hydro-electric potential whicli the management of the SEBs if they want 
to deficit states would hurt their schemes exists within their boundaries. The data them to be run in a business-like manner, 
of development. in this regard points to wide disparity in The recent increase in power tariff 

the development of hydro-electric poten- announced by the Haryana State Electri- 
the national grid tj^l instance, the southern region had city Board has ostensibly been made to 

This is therefore a question which the developed as much as 39 per cent of its make the board viable. This is bound to 
centre has to take up with the states in a hydro-electric potential at the end of hurt the industrial units in this state, 
judicious manner so as to persuade 1976-77 as against 16.43 per cent in the According to an estimate made by the 
theta to come forward in the establish, northern region, 15.78 per cent in the PHDCCl, the new tariff which came into 
ment of the national grid in the larger western region and 15.69 per cent in the force on May], 1978, will increase the 
interest of the country. But surely there is eastern region. While it may not be possi- energy bills of industrial units by 30 
no valid reason for the slow progress in ble to remove this regional disparity to 60 per cent. At the same time, the 
theeslablishment of regional grids. So far, altogether, an effort should certainly be tariff in respect of agricultural consump- 
only the first phase of the southern region made to bridge the gulf between different tion has been reduced in order to assist 
has been completed; the second phase is regions. the farmers. This is no doubt in keeping 

expected to be over in a couple of years. According to Mr B.N. Baliga, who was with the economic policy of the Janata 
No tangible progress has so far been made until recently chairman of the UP State govemntent, but there is certainly a 
in the case of other regions. The estima- Electricity Board, there is absence of pro- case for not crippling industrial units 
tes committee of Lok Sabha has given fessionalism at all levels in the manage* through excessive power charges. With the 
expression to its disappointment in this ment of power boards. In an article turmoil into which the Haryana state 
regard in the following words : “The published elsewhere in this issue, he has politics has been thrown in the past few 
committee are distressed to note that in analysed the current ills of the state weeks, the complaint of the industrial 
an important matter such as the establish- electricity boards (SEBs). He has blamed units in this regard is likely to be reduced 
ment of regional grids, government should the political bosses for the poor perform- to a cry in the wilderness, 
have allowed such a long time to elapse and 

even then the preliminaries for setting up _ 

such grids have not been cleared so far *. ManagOlTient Of P0W6r PlantS 
It is indeed ironic that the power short- ^ r r . 

age in our country has persisted despite 

the claims made by the indigenous sup- In spits of the fact that the Janata govern- through the completion of as many as 14 
pliers of power plant and equipment that ment has accorded a high priority to the hydel projects to an aggregate capacity of 
they have developed capacity to supply augmenting of power supplies, shortages 1,046.5 MWs and 11 thermal units to a 
the full needs of plant and machinery, in varying degrees continue in various total capacity of 1,550 MWs. The actual 
The committee of ministers on indigenous parts of the country. It was not expected addition to the capacity during the year 
plant and equipment had in fact rccom- that merely putting increased emphasis on is estimated to have been of the order of 
mended the import of 200 MW and 500 the development of power would eliminate only 1,956.5 MWs—1,140 MWs thermal 
MW unit sizes from abroad during the the shortages in the course of a year or and 816.5 MWs hydel. Three hydel projects 
fifth five-year Plan period but, .strangely, two but it was a legitimate anticipation and five thermal stations could not be 
the Congress government scaled down the that at least the targets set would be completed according to anticipations. The 
demand foiecasts for power for the last accomplished by and large. story of addition to capacity, however. 

Plan period, thus making the plan for The data available for the past year, does not end here. Capacity to the extent 
imports infructuous. The case was made however, suggest that there have been of as much.as 771.5 MWs is understood 
out that there would be no necessity of slippages all round, particularly on the to have accrued only during the month of 
importing any generating plant or equip- thermal power front. At the beginning of March. Even out of this, as many as four 
ment during the fifth Plan period. Even if the last year, we had an installed genera* thermal projects having caparity of 550 
it is true that the domestic suppliers of tion capacity of about 24,000 MWs. It MWs and four hydel units to a capacity 
power plant and equipment such as was expected to be rai^ by.2596.5 MWs of 285 MWs materialised between March 
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2i sod 31.^ws tlwl dbe;»dditk>n U> 
cmublty ;lm teen .sif^^sutly b^ud 
s|bedttte «nd UBevon. 
triw |»opeM in nsnrd lo nctual fcneraf 
tlbnhas not been much different.-In the 
i^Uttes sector, which accounts for an 
overwhelming proportion of power gene* 
ratfon, the gross generation during the 
year is estimated to have gone up by just 
3.3 per cent over the previous year (as 
compared to a much higher rate of growth 
in that year) and that too largely owing to 
a fairly impressive increase in hydel gene- 
jration. The gross generation during the 
year amounted to 92,179 OWH, as against 
$9,200 QWH in the previous year. The 
hydel generation improved by 9.2 per cent 
to 37,963 GWH from 34,766 GWH. There 
was, however, an overall setback to ther¬ 
mal generation, although generation of 
non-nuclear thermal power improved by 
1.5 per cent to 51,943 GWH from 51,181 
GWH. The gross nuclear generation dec¬ 
lined during the year by 30.1 per cent to 
2,273 GWH from 3,253 GWH. The set- 
back to thermal generation resulted from 
the plant load factor of these stations 
declining from 56 per cent (4,910 KWH/ 
KW)in 1976-77 to 50.8 per cent (4,450 
KWH/KW) in 1977-78. This decline has 
been attributed to the long duration out¬ 
ages of some major units such as Chan- 
drapura units 4 and 5, Badarpur units 2 
and 3, Obra (T)-2, Harduaganj C-1 and 
C-2, Ranapratap Sagar nuclear station 
and longer period taken to stabilise gene¬ 
ration at new units. 

rnducnd •fflcinncy 

Thus the efficiency of the electricity 
generation authorities has tended to go 
down during the post-emergency period. 
To some extent, it obviously could not 
have been avoided. But surely this is some¬ 
thing which has to be taken serious note 
of. Region-wise, the generarion of thermal 
power has been somewhat satisfactory 
only in the western region, where the 
gross actual generation improved to 
21,310 GWH fiom 19,079 GWH. This 
region attained the yearly target set for it 
to the extent of 98 per cent. In all tlie 
othm regions, thermal generation not only 
significantly fell short of the targets set 
tmt was also just equal or less than the 
generation in 1976-77. The northern region 
produced during the year 11,642 GWH— 


80 pear cent of the 14,GWH target— 
against 12,776 GWH m ^ previous year. 
The 9,624 GWH target aetfor the southern 
cegitm was also achieved to the extent of 
only 80 per cent, the actual generation 
during the year being estimated at 7,689 
GWH, as against 8,639 GWH in the pre- 
vions year. The 14,614 GWH target for 
the eastern region was attained to the 
order of 89 per cent. The actual genera¬ 
tion in this regiou amounted to 12,992 
GWH, as against 13,258 GWH in the 
previous year. The north-eastern region 
produced 584 GWH, as against 582 GWH 
in 1976-77 and the 1977-78 target of pro¬ 
ducing 670 GWH. The target in the case 
of this region, therefore, was accomplished 
to the extent of 87 per cent. The all-India 
realisation of the target was around 89 
per cent, the overall gross generation 
being 54,216 GWH, as against 54,434 
GWH. 

ambitious taraats 

It remains to be seen how far the over¬ 
all efficiency of the personnel in the 
power sector will be geared up to the 
accomplishment of the ambitious targets 
set fot the current financial year. These 
targets are ambitious not from the demand 
point of view. They are termed so in view 
of magnitude of the task involved. The 
installed capacity is envisaged to be raised 
this year by as much as 3,857 MWs— 
2,755 MWs in the thermal sector and 
1,102 MWs in the hydel sector. This will 
mean nearly doubling of the last year’s 
addition to capacity. The target set for 
generation this year is 105,635 GWH— 
64,676 GWH thermal and 40,959 GWH 
hydel. The increase in generation in the 
thermal sector is expected to be 19.3 per 
cent and in the hydel sector eight per cent. 
The overall increase in generation is to be 
14.,7 percent. 

If we falter again this year, despite the 
fact that the last year’s backlog to addi¬ 
tion to capacity is expected to be cleared 
by the end of this month, the adding of 
over 18,500 MWs to the capacity avail¬ 
able on March 31 during the five years to 
1982-83, indeed, will be a stupendous 
task. This five-year programme cannot be 
termed ambitious, as a look at the schemes 
to be implemented during this period will 
suggest that most of them are already 
under implementation. Ihe new projects 


proposed to be taken' up are just a fotv. 
In the northern region, for instance, 
capacity to the extent of 4,337 MWs is. to 
result from the continuing projects and 
only to the tune of 428 MWs from the 
new schemes. In the western region, the 
continuing schemes will contribute addi¬ 
tional capacity of the order of4,445 MWs 
and new schemes a capacity of 1,410 
MWs. In the southern region, the addition¬ 
al capacity will result from the continuing 
schemes of the order 3,630 MWs and 
from the new schemes to the extent of 630 
MWs. The eastern region will gain from 
the continuing schemes by as much as 
2,624 MWs and 220 MWs from the new 
projects. In the north eastern region, the 
continuing schemes will yield 520 MWs 
and the new units 61 MWs. 

It is also to be noted that in its anxiety 
to remove all bottlenecks in the way of 
implementing power projects, the central 
government has taken care that all the 
requisite funds have already been allocat-j 
ed for the different schemes and it 
envisaged that in case there is as 
difficulty of procuring equipment fhj 
indigenous sources, imports shonld'j 
effected. 

haartanins faaiura 

Another heartening fact is tht 
centre has been allotted a sigt) 
role for generation in the future., 
aggregate capacity installed by t^ 

1982-83, the share of central _ 
will be as much as 10 per cent, asl 
about seven per cent at presehi 
entry of the centre has been there 
the thermal and the hydel sectors, 
four hydel projects have been taken 
by the centre, which is putting up 
super thermal station also at Singrauli. 
is shortly expected to go in for anoth^ 
similar project at Korba. Three more 
super thermal stations are also expected to^ 
be put up in the central sector. One of 
these will be at Ramagundam and the 
second at Farakka. The location of the 
third one is to be decided soon. Each of 
these five super thermal stations will have 
an ultimate installed capacity of 2,100 
MWs. 

The addition of 18,500 MWs capacity, 
to the nearly 26,000 MWs available at the 
beginning of this year, is expected to 
eliminate power shortages by the terminal 
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year of the current plan, as the require¬ 
ments in that year are estimated to be 
around 129.8 binion units. This will call 
for generation of the order of 167 billion 
units, as against a little below 100 billion 
units in 1977-78. The proposed addition 
to capacity has b^en based on this calcu« 
lation. But it is to be noted that credit 
has been taken in this calculation for sub¬ 
stantial improvements in the performance 
of power generation agencies in complet¬ 
ing projects on schedule, better operation 
of thermal stations as well as system 
improvements and reduction in power 
losses through belter maintenance and 
operation of transmission and distribution 
systems. To achieve these ends, several 
steps need to be taken. These include 
strengthening of the transmission lines by 
evolving a 400 KV network ihrouahout 
the country, establishment of national 
load despatch centre, concerted moves 
towards the evolution of a national grid, 
streamlining of the operations of the state 
electricity boards and building up of 
specialised cadres for electricity generation. 
Intensive training is proposed to be 
imparted to the generation staff as well as 
those engaged in repair work in the distri¬ 
bution system, including hot-line repairs. 

scope for Improvement 

There can be no denying the fact that 
the utilisation of our thermal power gene¬ 
ration capacities can be improved signifi¬ 
cantly, as barring the setback to the plant 
load factor last year from 56 per cent to 
50.8 per cent, there had been some 
improvement in the operations of these 
plants in the earlier years. The availability 
of power can also be increased markedly 
if transmission losses, which in some states 
amount to as much as 34 per cent of the 
generation, can be brought down signifi¬ 
cantly. To some extent, these losses should 
go down autora'itically provided, of 
course, pilferages are contained with a 
heavy hand—with the growth in demand 
for power in the villages as a result of new 
strategy adopted for the development of 
rural areas. Currently, the transmission 
losses are unduly high in the supply of 
power to the villages, as the current has to 
be taken over long leads. The growth in 
demand in the rural areas should also 
help in reducing the wide fiiictuations in 
demand at the various times of the day. 


This itself should assist in improved 
utilisa|$6n of the instalied capacities. But it 
cannot be over-emphasked that the mal- 
practi^ in the distribution system have 
got tote dealt with squarely. The redac¬ 
tion in electricity tariffs can well be prac¬ 
tised to induce industrial units to operate 
during off-peak hours. The industry itself 
should do well by avoiding wastages of 
electricity. 

There is also need for establishing a 
better relationship between the grant of 
new connections and the availability of 
power in a particular area, for mere multi¬ 
plication of connections will not serve 


At the annual general meeting of the 
Indian Tea Association held in Calcutta 
on April 8, Mr Mohan Dharia, the Com¬ 
merce minister, expressed concern at the 
rising trend in the price of tea for the 
domestic consumer and warned the indus¬ 
try and trade that drastic steps would be 
taken if they did not cooperate with the 
government in holding the price line. He 
wondered why tlie price of tea should go 
up when the countiy had produced 560 
million kgs of tea in 1977, an increase of 
10 per cent over 1976, and when export 
had also been restricted with a view to 
ensuring more supplies to the home 
market. He attributed the rise in price to 
‘‘unhealthy practices by some sections of 
the tea trade'*. The minister justified the 
decision to bring tea under the Essential 
Commodities Act so that the government 
would have ai^cquate powers to deal with 
the situation. He assured that the 
“genuine producers” would have nothing 
to fear from this Act but stringent action 
would be taken against those who creat¬ 
ed shortage and pushed up the price. 

Mr Dharia was not convinced by the 
arguments of Mr M. Ahmed who explain¬ 
ed, in his presidential address to the 
annua! meeting of the association, that 
the rise in the price of tea was not at all 
excessive as to caus: concern and that, 
even so, the industry was making serious 
efforts to augment supplies in the retail 
markets and keep the price low. He 


any porpose unless ttey are backtif % 
adequato generaiion capacity: Jn the 
presentud^ conditions of according file 
highest priority to the requtements Of the 
agricultural sector, the worst suffbror will 
be industry, whether large-scale, small^ 
scale or cottage. Proverbially, it was the 
agriculturist who used to pray for rahis. 
Now it is the industrialist who prays to 
the rain god so that enough water is 
available for irrigation purposes and the 
agriculturists* requirements of electricity 
can be contained, which in periods 
drought get accentuated, resulting in 
increased difficulties for the industry. 


pointed out that one kg of CTC tea, 
which was popular in the country, yielded 
500 cups and therefore, even with a retail 
price of Rs 18 per kg, the cost of the tea 
content in a cup would work out to only 
3.6 paise per cup. Nevertheless, he 
clarified that the producers’ associations 
did their best to arrange orderly marketing 
of tea at the wholesale level and sell much 
larger quantities through public auctions. 
But the Commerce minister seems to be 
dissatisfied with the industry's perform¬ 
ance and assurance and therefore he has 
issued new directives to regulate the stocks 
of tea. He has ordered that all tea dealers, 
including manufacturers, brokers, com¬ 
mission agents and warehouse keepers, 
should be registered with state govern¬ 
ments and submit fortnightly returns of 
stocks. This step, taken under the 
Essential Commodities Act, is expected to 
maintain a steady flow of tea into the 
markets and secure equitable distribution. 

But has the Commerce ministry care¬ 
fully examined the implications of its new 
directive? Will it really help to achieve a 
reduction in the price of tea in the retail 
markets scattered all over the epuntry? 
The ministry’s anxiety to divert more tea 
into public auctions is understandable but 
it will take time to achieve this result. 
Meanwhile, hasty decisions to impose 
more control on the industry and trade 
is likely to disturb and dislocate the 
supply and demand position and dtfeat 


Whither tea prices? 
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lie (oveenamt'a objective. Moieover, if 
i|e|iriee ttflee, fidle too low, it will, of 
> hive on edveree impact oo the 
liability of the htdiietry and this may 
oltinMely lead to ahortege. 

.Mr Dharia uid in hjs.addrmatothe 
Ittdiao Tea Assodation that the govera- 
mrat' was making energetic efforts to 
secure better prices for tea in the world 
market. He observed: “India which is the 
leader in the world of tea has to take the 
initiative in various matters so as to 
ensure that producing countries continue 
to get remunerative prices for their pro* 
duoe and that extraneous forces are not 
able to. bring about any destabilisation 
and to bring back an era of unreasonably 
low prices with all the attendant evil 
consequences. It was with this thing in 
mind that I took up with my counterpart 
from the United Kingdom the question of 
pegging down the retail prices of tea in 
the biggest import market of the world. 
In a situation when auction prices are 
fluctuating within limits, nothing should 
be done as to create an impression that 
returns to the producer are being arti* 
ficially unduly depressed”. 

cautious stopneadod 

Having thus pleaded cogently for 
remunerative prices, the Commerce 
minister should be cautious in controlling 
the industry so that the price in the home 
market docs not fall too low and affect 
its growth. At the same time, the industry 
should also try to see that the trade does 
not indulge in proflteering activities. The 
producers’ associations are very well 
organised and resourceful—the Indian 
Tea Association has been functioning for 
nearly a century—and therefore it should 
be possible for them to exercise greater 
discipline oo the trade. Merely, to argue, 
as Mr Ahmed dtd, that tea price is “pure 
and simple a question of supply and 
demand” will not convince the government 
or the country especially at a time when 
every attempt should be made to halt the 
revival of inflation. 

Mr Ahmed referred to a recent observa¬ 
tion of Mr T.S. Broca, chairman of the 
Tea Board, that 1977 was “a tumultuous 
year” for the Indian tea industry and 
said that this was a very apt description. 
Mr Ahmed added: “It certainly was, and 
also a. very eventful year. It was a year 

.BAflSKNBCaMOlOlT 


whM we bioke seynal of our previous 
fBOerdi; There wu a.iMord crop of MO 
nflUbB kf» an inenase of 48 million kg 
oyer the previous year’s production. There 
was a record foreign eidiange earning of 
appraximately Rs 520 crores as against 
Rs 273 crores earned in the previous 
year. As a single product tea was pro¬ 
bably the largest foreign exchange earner 
for the country. The phenomenal increase 
in the foreign exchange earnings was 
pr^'ble because of higher unit value 
realisation, not because of export of a 
higher quantity of teai. The quantity ex< 
ported was actually less than in the pre¬ 
vious year”. 

After a record performance in many 
fields in the last year, both government 
and industry should work in close co- 


Addrsssino ths general meeting of 
Hindustan Lever Ltd, at Bombay, recently, 
Mr T: Thomas, its chairman, gave an 
illuminating analysis of the role of change 
in the growth and progress of an industrial 
enterprise. It has been the practice over 
the years for the chairman of Hindustan 
Lever to speak on a theme of relevance to 
industry while addressing the annual gene¬ 
ral meeting of the company. The theme 
chosen this year was “A Changing Orga¬ 
nisation”, which dilated on the vital 
necessity of ‘enduring change' for the 
health of an organisation. Of late there 
has been witnessed the widespread pheno¬ 
menon of industrial units in various 
secton going on the ‘sick’ list with far- 
reaching consequences on employment, 
laboyr relations and production. This 
incidence of sickness in industrial units 
may be attributed largely to the lack of 
industrial culture and the incapacity of 
managements to forestall obsolescence or 
change in consumer preferences. To pre¬ 
vent an organisation from reaching total 
stability which tends to stagnation and 
decline, it is necessary that there is plan¬ 
ned, enduring change. 

In modem business there are two major 
essentials for growth and expansion in 

177 


operatiou so that thisbavwugs {made 
available to censumen throu^out tiie 
country at fair prices. According to sesw 
estimates, India will have to produqe ' at 
least 1000 million kg of tea per annum by 
the year 2000 AD. But Mr Ahmed Ihtt 
that this would not be sufficient to meet 
the internal demand and augment the 
earnings of foreign exchange. He said that 
we should aim to produce at least 1300 
million kg per year by the turn of the 
century. The consumer is not very much 
concerned whether the country needs 
1000 or 1300 million kg some 22 years 
later. His immediate anxiety is to get his 
cup of tea at the price he can afford and 
it is on this objective that both govern¬ 
ment and industry should concentrate in 
the coming weeks. 


industry—change and the leadership to 
see that change through. The exposition 
that Mr Thomas gave has added value 
because, in a way, he was summing up the 
success story of his own organisation and 
the contribution that the element of 
change had made in its growth process. 
In its expanding operations which extend to 
nearly a century, Hindustan Lever has 
changed in its character as well as the 
composition of its business, A m^j^r pnri 
of its investment in the last few years has 
gone to the core sector and into areas of 
sophisticated technology. It has changed 
even in ownership and organisation. Half 
of Hindustan Lever’s management consists 
of scientists and engineers. Its activity 
has diversified which has led to the forma¬ 
tion of business groups within the com¬ 
pany. All this can be attributed largely 
to the response that the company gave to 
the call of “enduring change.” 

Mr Thomas spoke on several dimensions 
of change: change from one type of acti¬ 
vity to another necessitated by external 
factors; change in the size of business 
resulting from continued success; or 
change in the composition of business due 
to relative success or failure of any of its 
constituents. It has been the bane of eur 
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'Enduring change' for 

industrial development 



indoatiy ttet it has not been able to 
identify ^ stimuli to change. For an 
organisation to survive and flonrudi it 
requires the ability to manage this change 
and to nuke the environment congwial 
to it. 

Mr Thomas believes that nowadays it is 
possible to prepare and plan for change 
rather than be overtaken by it and be over¬ 
whelmed in the process. Planning enables 
top management to identify the options, 
evolve a strategy for pursuing the selected 
option, set the target and to give a sense 

direction to the organisation for achiev¬ 
ing the target. It is important that the 
element of insecurity which all change 
involves should be minimised. 

important roaourco 

For planning a change, the most impor- 
tant resource is management. Though it 
is ,to a large extent diluted in the bigger 
business establishments, non-professional 
family dianageraent continues to flourish 
in our country In the medium and small- 
scale industries. Not being able to detect 
the symptoms of stagnation and decline 
and being lulled by deceptive stability, 
these managements We not been able to 
plan the requisite change with unfortunate 
consequences. For the success of any 
organisation, therefore, it is essential to 
•develop its management cadre where 
selection is made on the basis of the 
capacity of a candidate to compete success- 
Ihlly, without any thought given to his 
family or social background. 

Change can be brought about success¬ 
fully when an organisation has prepared 
for it over a period. Here comes in invest¬ 
ment in research and a continuous upgrad¬ 
ing of technology. There should be a 
constant search for innovation and 
improvement. The development of new 
technology leads to the introduction of 
new activity in the organisation. 

The quality of leadership which is able 
to contain the stresses and strains inherent 
in the process of change should be of a 
high order. The objective should be 
obtained in such a way that there is no 
disruption in the current activities of the 
organisation. The right type of leader¬ 
ship is aMe to foster teamwork which is 
essential finr the success of all ventures. 


An elWeat leadership j^widd be able to 
make^ right dieioe «£; the team and 
tlevel^ team spirit in its personnel. 

last of an industrial matun wbith is 
able t^ plan ahead and stimulate change 
hasdimaged the viabilltyofmany of our 
indurttlal units with disastrous results. 
Only recently the goveramoit had to take 
over Siwadeshi Cotton Mills of Kanpur, 
which was lying closed since December 
last. Apart from loss of production, over 
7,000 workers had been thrown out of em¬ 
ployment and consequent labour trouble 
bad claimed many lives. The analysis given 
by Mr Thomas, if given serious attention, 
would go a long way in preventing sick¬ 
ness in our industrial units. 

A point which Mr Thomas made and 
which needs to be highlighted is that pro. 
fessional management lacks entrepreneur¬ 
ship. He asked the million-dollar question 
whether entrepreneurs are born; he stres¬ 
sed the need to identify them and promote 
the min business establishments. 

India is a vast desert of technological 
backwardness and managerial obscuran¬ 
tism, dotted with oases in the form of a 
few larger business houses that have 
imbibed modem skills of management from 


advuwedimuiiMss, pdikit ecnld Ibtm h 
.iWastem 

Mfeafipsttodat W bastwMrdbtos 

methoi^^of mamrihotuitog aadtori^tetf.. 
imptombihsuseduifaimsaftllsiBtorte 
this ccmotiy whid) Aow ito ImimvtmidBi 
on those used :tlKNisand8 of ysprs'dgu. 
Unfortuoately the government liaa thhtate- 
ned to disoiantle larger business bouses 
which had not only acquired a measure of 
industrial culture W were also podto df 
entrepreneurial initiative which Mr Thomas 
laments is not available in prdbssional 
management. 

The minister for Industry, Mr Oeorge 
Fernandes, the other day berated in 
parliament large business houses for their, 
acts of commission and omission wholly 
unrelated to the country’s industrial deve- 
lopment. They are even accused of having 
grown fast enough. This is not the atmos¬ 
phere in which industrial culture and 
technological change, of which Mr Thomas 
has spoken in his presidential address, can 
be brought about. The government will 
sooner than later have to revise its attitude 
towards fostering managerial innovation 
so that the country does not slide further 
backwards in the technological race. 
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R. C. Ilrnmat 


Travails of sugar industry • District industries 
centres * Modification of budget proposais • 
Transport committee 


In spiTB of the two packages of conces- 
sioQS announced by the government in 
November and February last, the travails 
df the sugar industry continue to persist. 
Die president of the Indian Sugar Mills 
Association, Mr P.K. Kanoria, told news* 
men here last week that sugar manufac¬ 
turers were losing significantly as a result 
ctf the unremunerative prices of levy sugar 
and the persistent decline in the prices of 
fiee-sale sugar. As a result, arrears of 
cane payment had grown to nearly Rs 93 
crores and were expected to grow fhrther 
in the coming months. The prices of 
frce-sale sugar, Mr Kanoria pointed out, 
had now' fallen to Rs 233/240 a quintal, 
excluding the excise duty, as against about 
Rs 280 a quintal envisaged by the govern¬ 
ment for the purposes of cane price 
fixation. 

One of the major reasons for the 
persistent decline in the price of free- 
sale sugar, it was pointed out, was that 
a substantial portion of the allocations 
of this sweetening agent for distribu¬ 
tion in the rural areas was finding 
its way back to the urban areas, as the 
rural areas were not able to absorb the 
increased allocation^. The increase in 
the allocations to the rural areas, Mr 
Kanoria said, too had been effected to 
some extent at the expense of urban areas 
whidi had the absorption capacity. That 
was the reason why nearly SO per cent of 
the allocations for the rural areas were 
coming back to towns and cities. The 
arrivals of khandsari, he said, also had 
picked up. They had contributed to de¬ 
pressing the prices txf sugar. 

Mr Kanoria suggested that with a view 
to improving the situation and obviating 
the losses to the industry, there was an 
urgent need of brin^ihg down the exdse 
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levy on free-sale sugar, a realistic increase 
in the price of levy sugar and increase in 
allocations for distribution in urban areas 
with some curtailment of releases to the 
rural areas. The latter, he said, was 
necessary to check the releases for rural 
areas being marketed in the urban areas. 
Exports, he added, must also be resumed 
expeditiously. Although the government 
had stated that the entice quantity of 6.5 
million tonnes allowed to be exported by 
us under the International Sugar Agree- 
menl would be exported this year, the 
canaliging agency—the State Trading 
Corporation of India—he said, had not 
yet exported any sugar. 

The current situation on the sugar front, 
indeed, deserves to be taclded on the lines 
indicated by Mr Kanoria. But if the pro* 
duction trends this year are taken into 
consideration, there is imperative need 
for having a second look at the minimum 
cane prices the industry is expected to pay 
to growers. 

ris« in production 

According to current indications, the 
production of sugar this year is likely to 
go up to as much as 60 lakh tonnes, as 
agaipst the earlier estimate of 56 lakh 
tonnes. The industry, which has already 
accumulated stocks of the order of about 
44 lakh tonnes, may be burdened with a 
carry-over stock at the beginning of the 
next omshing season to the extent of at 
least 26 lakh tonnes. This huge stock is 
bound to keep the prices of sugar depres¬ 
sed next year also as the sowings for the 
next year are reported to have been good. 

No doubt, weather is said to have been 
quite favourable for sugarcane cultivation 
in the last two years, the major reason for 
a markid upswing in -output has bem 


aineable additions to die nraa raider ;-0aiN 
cultivation, partiealariy in someth the 
northern states, owing to the miniaium 
cane price payable by sugar manufocinrers 
being fixed at Rs 12.5/13 per quintal, as 
against a much lower price recommendi^ 
by the Agricultural Prices Commissioa 
(APQ. The higher minimum price for 
Cane was fixed when^there was acufo 
scarcity of sugar as a result of foil in cane 
production. But it has been maintained 
at that level primarily on political con¬ 
siderations. The long-term solution to 
the problems of the sugar industry, there¬ 
fore, lies in realistically reducing cane 
prices rather than in adopting other mea¬ 
sures. 

As suggested in this column last weric, 
time has come when we can go in for pro¬ 
per crop planning and land use. The 
opportunity has been provided by the 
comfortable food stock position and the 
record foodgrains output this year of the 
order of 125.69 million tonnes. It will 
be quite appropriate if in the exercises 
proposed to be taken up for a new crop 
planning, the situation created by a sub¬ 
stantial increase in the acreage under cane 
cultivation is also taken note of. 

Mr Kanoria has also desired that ade¬ 
quate finances should be made available 
to the industry to service the accumulated 
stock. Owing to its strained financial 
position, he has suggested that the margins 
against credit should be lowered. 

• * . 

The earnestness of the government to 
foster the development of small-scale, 
cottage and village industries should be 
evident from the concerted manner in 
which the district Industries centres are 
being established to cater for all the 
requirements of the above industrial units, 
particularly those belonging to the tiny 
sector. The minister for Industry, Mr 
George Fernandes, revealed in the Rajya 
Sabha this week that nearly 120 such 
centres, manned by trained personnel, 
would have been established by May 1 
and another 60/70 in the next five months. 
By the end of the current financial year, 
their number would go up to as much as 
400, out of the aggregate envisaged 460. 
Special efforts are being made for the 
development of north Bihar and east UP. 
the two major problem areas. The other 
states have also been asked to id^tify 
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similar areas for intensive developmental 
efforts. 

• * 

Moving this year’s finance bill for the 
consideration of Lok Sabha last week, 
the Fkance minister, Mr H.M. Patel, 
announced several modifications of bis 
taxation proposals. The concessions an> 
nounced by him were as follows: 

(i) The exemption limit for the disallow¬ 
ance, for the purpose of computation of 
taxable profits, of part of the expenditure 
incurred by tax-payers on advertisement, 
publicity and sales promotion is to be 
raised from Rs 20,000 to Rs 40,000 per 
annum. No disallowance will now be 
made in respect of expenditure on adver¬ 
tisement in any newspaper with a circula¬ 
tion not exceeding 15,000. A similar 
ivovislon is proposed to be made in res¬ 
pect of the expenditure on statutory 
advertisements or advertisements for the 
recruitment of staff. No disallowance 
will also be made in respect of certain 
specified items of expenditure on publidty 
and sales promotion, including expendi¬ 
ture on sales conferences, press conferences 
sad trade conventions; participation in 
trade fairs and exhibitions; establishment 
charges including salaries of staff; catalo¬ 
gues and price lists. 

(ii) It was clarified that the expenditure 
on entertainment in connection with pub¬ 
licity and sales promotion would continue 
to be disallowed under the existing provi¬ 
sions relating to entertainment expenditure. 

(iii) The' scheme of export markets 
development allowance, which was envi¬ 
saged to be .discontinued after March 31, 
1978, is to be continued with some modi¬ 
fications. This development allowance 
will now be available only to export 
houses recognised by the ministry of Com¬ 
merce, small-scale exporters and consul¬ 
tancy firms. The quantum of allowance, 
however, is to be reduced from 150 per 
cent to 133.3 per cent in the case of wide¬ 
ly-held domestic companies. It has also 
been proposed to reduce the list of eligible 
items qualifying for deduction under this 
provision. 

(iv) The provision for a deduction in 
the compuMtion of taxable income of 
SO per cent of the amount invested in the 
^uity shares of new industrial undertak¬ 
ings IS to be extended to include approved 
companies established for providing long- 


temlhianceforcoMllriniana or part^ise 
of retlieatial houses fa' the eountry, 

(v) The exempthm oTloog-teim capital 
gains^froffl taxation if the sale proceeds 
of the. capital assets fasre deposited in a 
bank for three years, which had been 
withdrawn at the time of the presentation 
of the budget, is to be restored. But it has 
been stipulated that no loan or advance 
will be allowed to tak^payers against the 
security of such deposits for a period of 
three years. 

(vi) The new tax-payers who were not 
previously assessed to income>tax have 
been provided the facility of continuing 
to furnish, as hitherto, an estimate of ad¬ 
vance tax before the date on which the 
last instalment of advance tax is due in 
their cases. Under the original provision of 
the finance bill, all tax-payers, including 
those who have not been previously asses¬ 
sed to income-tax, were required to make 
an estimate of the income-tax payable by 
them before the date on which the first 
instalment of income-tax was due. 

(vii) The concession provided to Indian 
citizens rendering service abroad and 'who 
visited their home country during any 
financial year on leave or vacation that 
they would not be regarded as resi¬ 
dent of India in that year in cases where 
their stay in the country during the year 
does not exceed 89 days, has been made 
applicable to all Indian citizens employed 
outside India, 

(viii) The excise duty of two paise per 
kWH on electricity generated in the 
country will now be imposed on 90 per 
cent generation, after deducting the gene¬ 
ration for auxiKary consumption, instead 
of 100 per cent. 

(ix) The plea of such industries as alu¬ 
minium, in which electricity forms a large 
part of actual cost of production of goods, 
for some relief from the excise duty on 
electricity is to be considered in consulta- 
tion with concerned ministries. The deci¬ 
sion in this regard will be taken soon. 

(x) Exemption is to be granted from 
payment of excise duty on coal to one 
per cent of the coal produced in the 
mines. Hard coke is to te exempted from 
the payment of this doty. The actual levy 
on coking coal will be limited to Rs 7 per 
tonne and on other coals to Rs 5 per 
tonne. 

<xi) The condition imposed for the 

MO 


'iff' ffte' Mrie 'o«’’‘tiiiib-. 
rikrtawiii fifam I2| par ofat Ip 10 per 
cent all yalorrm that sod) aoto-iikiha'Ws 
were registered with the ttiaapprt autho- 
ritiesas taxis for the plyfag tff passen¬ 
gers on hire is to be removed. 

(xii) Some minor modificathms have also 
been announced in regard to the paymeot- 
of excise duty by electricity producers. 

The above modifications in the budget 
proposals are expected to result in a loss 
of revenue to the tune of Rs 27.93 crores 
in a full year and Rs 24.96 crons this 
year. j[See details in the Records and 
Statistics). 

* » 

A high level transport policy committee 
has been set up by the Planning Cominis, 
sion under the chairmanship of Mr B. D. 
Pande, former cabinet secretary, to for¬ 
mulate an integrated and comprehensive 
national transport policy to meet the 
new Plan prioriries. The other members 
of the committee are Air Chief Marshal 
P. C. Ul, Mr G. P. Warrier, Dr F. P. 
Antia, Dr M. Q. Daivi and the Adviser 
(Transport) in the Planning Commission. 

The committee will recommend an op¬ 
timal inter-modal mix of different systems 
and also suggest appropriate technical 
choices within each system, keeping in 
view the need to generate maximum emp¬ 
loyment potential. It will also suggest 
organisational, administrative, fiscal and 
legal measures required for planning imp¬ 
lementing, monitoring and evaluating the 
programmes formulated for giving effect 
to the relevant components of the nation¬ 
al transport policy by the central and 
state governments and major transport 
agencies. It will identify the areas in 
which the data base of the transport tys- 
tem should be strengthened in order to 
formulate integrated transport plans and 
suggest procedures and methodologies for 
formulating and appraising such plans. 

The committee will as well recommend 
the areas in which research and develt^ 
ment in the transport field should be 
undertaken and the institutional frame- 
work for carrying it out. Measures for 
improving training facilities in transport 
pluim'ng and management are also to be 
suggested by .it. 

The committee is expected to submit 
an interim report by October, 1978,' and 
the final report by March, 1979. 
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Organisational structure of 

. H electricity boards 


Tho author who is advioor and haad, Prolaet Enginaarino Dlviaionp 
Bharat Haavy Elactrtcala Ltdf givaa a broad vlaw of tha invaatmanta 
baing mada by tha atafa alactricity boarda aa also tha aeala of 
loaaaa baing auatainad by tham. Tha induatry baing of aueh vital 
Importanca to tha aconomy, ha would axpact graatar attantion to ba 
giyaii to tha atructura of tha alactricity boarda and thoir organlaation. 


PowBR siioRiAGB has causcd serious 
loss to the economy of our country. 
There has been a sharp drop in industrial 
production. Some industries have been 
deprived of power supply altogether, seve¬ 
ral new industrial units which had been 
promised power supply have been wait- 
ting for power connections since Jong. 
Agriculture, which is largely dependent 
upon lift irrigation, has suffered to a large 
extent and is receiving power supply for 
a few hours often at night and sometimes 
during the day time. There is serious 
discontent in the rural areas which hard¬ 
ly get power supply during the evenings 
for lighting purposes. Rural water sup¬ 
ply is also interfered with when power 
supply is not available. Power shortage, 
it has been accepted, is also operating as 
a deferrent to furlher investment in in¬ 
dustrial development. 

Planning for power development has 
always been on a generous scale in all 
our five-year Plans. The investment in 
each five-year Plan has been on an in¬ 
creasing scale. However the targets set 
for each Plan period were not achieved 
as can be seen from the tabic on the 
next page. It will be noticed that out¬ 
lays on power programmes have almost 
doubled every five years, but the actual 
achievements have not kept pace with 
the investment. 

Actually the programme adopted ini¬ 
tially for the fifth Plan period was 16.5 
mkW. This, how»;vcr, was scaled down to 
12.5 mkW. although the outlay on the 
power sector was increased from Rs 6190 
crorcs'toRs 7293 crorcs. 

It would also be relevant to state here 
that in all the five-year Plans, actual 
expenditure on power programmes exceed¬ 
ed the Plan allocations. However, the 


achievements showed sharp decline plan 
after plan. 

This is strongly indicative of the fact 
that the assessment of demand does not 
have any bearing on the power situation 
in the country and controversies in this 
connection are futile and that the imple¬ 
mentation of the programme adopted is 
of prime importance and therefore needs 
to be given greater attention. 

The investment in power sretor as a 
whole crossed the Rs 6500 crorcs mark in 
1977. Annual investments of the order 
of Rs 2000 crorcs are being planned. The 

POINT 

OP 

VIEW 

investment in 1976-77, however, was not 
adequate for meeting the operation and 
maintenance charges and the interest bur* 
den of the state electricity boards (SBBs), 
which are Rs 1218 crores and Rs 412.IS 
crorcs respectively. The sale of energy 
by the SEBs in 1976-77 aggregated to 
about 65 billion kWh, the average reve¬ 
nue per unit sold being 23.4 p/kWh 
(which perhaps is reasonably high). The 
investment includes Rs 4600 croros from 
the state loans and the balance from the 
financial institutions—banks, LIC, REC 
etc. A small portion of the investment 
is from the internal resources of the SEBs 
by way of reploughing of the annual 
depreciation. 

It has, however, to be noted here that 
SEBs have no equity capital. Further 


they have to pay interest on capitiU 
under construction as well. These factors 
have to be kept in mind while comparing 
the performance of the SEBs with otber 
public sector units’ performance. For 
the year 1976-77, the SEBs have met 
their operation and maintenance expens- . 
ses to the extent of Rs lOOS crores (only 
one SEB could not meet its expenses), 
have set apart Rs 206 crores for depre- . 
elation and general reserve, paid interest 
ofRs 14.1 crores to the financing insti- 
tutions and have also paid Rs 140 crores : 
asi nterest to the state governments as 
against Rs 270 crores due. 

•ubtldisad supply 

Briefly, therefore,, the SEBs have 2.9 
per cent interest on the loans from the 
state governments. If the capital structure 
of the SEBs were of debt-equity ratio 
1:1, the SEBs will have paid dividends ' 
of 2.0 per cent on the equity. This per¬ 
formance may not be considered satis¬ 
factory. SEBs, however, are called upon 
to subsidise power supply to the rural 
areas and to power intensive industries - 
and this factor needs to be kept in view. 

In 1977-78 the investment programmes ’ 
of the SEBs aggregated to Rs 1925 
crores. In individual tates it varies sfrom 
Rs 5.96 crores in the case of Meghalaya 
to Rs 218 crores in the case of Uttar 
Pradesh. 

There are only four SEBs whose annual 
investment is less than Rs 25 crores per > 
annum. Annual investment in one SEB . 
exceeded Rs 200 crores in 1976-77; in , 
three SEBs it was above Rs 100 crorcs - 
but below Rs 150 crores, in three SEBs it : 
was in the range of Rs 75 crores to Rs 100 
crores; in four others between Rs SOcror. 
es and Rs 75 crores and in the remain¬ 
ing four below Rs 50 crores but above the ^ 
Rs 25 crores level. Compared to the an- | 
nual investments in other industrial sectors ' 
such as steel and fertilisers the annual | 
investment even in the smallest of the SEB ; 
is appreciably high. What is* noteworthy < 
in this connection is that the inveitmetu * 
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in the SEBs wUI be on a continuous 
basis for years to come (over some 
decades) and—what is more relevant-* on 
an increasing scale. By the end of the 
sixth nan period the annual investment 
in about ei^t SlEBs will have crossed 
the Rs 150 crore level, three of them 
will have crossed the Rs 200 crore 
level and three others will have crossed 
the Rs 250-300 crore level. Almost all 
of the remaining will have exceeded the 
Rs SO crores level. 

In terms of total investment, in 1976-77 
while UPSEB had crossed the Rs 1500 
crore level, seven SEBs have already cros¬ 
sed Rs 400 crote level, three others 
the Rs 300 crores level, three more the 
Rs 200 crore level, two others the Rs 100 
crore level and the remaining two the 
Rs 50 crore level. 

The information given above would 
convey, in a broad sense, the scale of 
investments being made in the state 
electricity boards. In the year 1976-77 
only five boards (Maharashtra, Gujarat, 
Madhya Pradesh, Rajasthan and Tamil 
Nadu) with a total investment of Rs 2353 
crores earned a surplus of Rs 31.68 
crores i.e. 1.36 per cent. It is, however, 
not certain that they will have continued 
to earn profits in the succeeding year. 

Energy management is an essential part 


of thsmonomic development of a nation. 
It ie^eo univerally Aett^pted that gn 
cfficiA energy mant^em^ ^^stem is An 
a prk§i condition for the economic deve- 
lopmi^. State electricity boards, which 
form i-inajor part of the nation’s energy 
manafMuent system have, therefom, a key 
role to play in our, country’s economic 
develo^Muent. The persisting power short¬ 
age, the instalnlity of our power systems, 
the frequent power supply failures and 
power cuts, have however limited the agri¬ 
cultural and industrial developments in our 
country. The state electricity boards have 
also become targets of serious criticism. 
Considering the large investments made in 
these boards, considering the adverse im¬ 
pact of power shortage on our economic 
development, one would normally expect 
that the state governments would give the 
highest priority and importance to the 
efficient management of the boards. The 
situation obtaining, however, indicates 
that barring a few states the boards are 
looked upon as charitable institutions or 
welfare organisations. Interference in the 
day-to-day functioning of the so-called 
autonomous boards has become a common 
feature. In fact, the matter has assumed 
such serious proportions that our prime 
minister thought it necessary to advise the 
state authorities, while addressing the 
conference of the state ministers for 


power, held in Deoeadwr 1977, thAi(i|ti|e^ 

' damage ^’stahss’laletUil f ]. " 

Again, one would normally mcpect titat 
an industry so vital for the economic dwe- 
lopment of a nation would receive greater 
attention in respect of development of its 
structure and of its organisation. The 
situation obtaining, however, is that the 
boards are not allowed to develop on 
healthy lines. While the structure of the 
boards as laid down in the statute itself 
is deficient in many ways, the boards are 
reconstituted at very frequent intervals, 
and in some states at intervals of 12 to 18 
months. Such changes, which are usually 
made to suit the political bosses, however, 
prevent the boards from functioning effec¬ 
tively, and further give rise to internal 
bickerings in the boards. Over the years, 
this has prevented the boards from deve¬ 
loping sound management policies. Func¬ 
tioning of these large organisations in this 
crude and undisciplined maimer has 
hindered development of managerial 
cadre and development of leadership 
capabilities. 

unfortunate dovalopmant 

In an industry that is vital for the eco¬ 
nomic development of the country and 
in which appreciably large financial 


„ . resources are being invested year after 

Hve-Year Plans : Investment and Achievements in Power Sector year, this development, to say the least is 

(Rs in crores) unfortunate. It is also reasonably certain 


Plan Investment Capacity additions in 


ronoa 

Plan 

Power 

Percentage 
col 3 X 100 

col. 2 

Plan Actual 
target achieve- 
miil, ment 
kw. mill, kw 

Percentage 

short¬ 

fall 

1 

2 

3 

4 

5 

6 

7 

Ist Plan (1951-56) 

1960 

260 

13.3 

1.30 

1.10 

15.4 

2hd Plan (1956-61) 

4672 

460 

9.8 

3.50 

2.25 

35.7 

3rd Plan (1961-66) 
Three Annual 

8573 

1252 

14.6 

7.04 

4.52 

35.8 

Plans (1966-64) 

6756 

122) 

18.1 

5.43 

4.12 

24.1 

4th Plan (1969-74) 

5th Plan (1974-79) 

15779 

2932 

18.6 

9.26 

4.17 

55.0 

(5 year) 

39288 

7293 

18.56 

16.5 

11.3 

31.5 

(4 years) (1974-78) 

6th Plan (1978-^) 
(Indicative only) 

N.A. 

5582 

16000 


18.00 

7.2 



that in such an atmosphere and working 
conditions, fulfilment of large targets and 
expectations of achieving self-sufficiency 
in electrical energy will not be realistic. 

Management of every industry has to 
be tuned to the efficient discharge of 
its primary, functions. In the case of 
electricity boards, their primary func¬ 
tions are power generation, its bulk trans¬ 
mission to the consuming centres and 
retail distribution. Efliciency of a board 
would be measured by the adequacy of 
supply of eneigy, the stability of supply, 
the excellence of consumer service and the 
reasonable level of pricing of energy. 
Efficient functioning of the boards would 
depend upon its personnel policy, plan¬ 
ning of career management and routed 
training programmes, industrial relations, 
development of systems of personnel 
management, of financial management, of 
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poHeiM and BWMHw i iwitr to* 
linttoff «eoirolt MooBa^ aad 
wileim.Bffipient maiMianMBt add daoiiaiba* 
aakiiig would requite an eAdrat inftM^ 
nation and reporting syatem and a 
idiafale data bank alto. Our deetrieity 
boards liave not developed on diese lines. 
Conditions obtaining also prevent the 
boards from developing on modem 
nuiniqtemait Unes. 

It is also apparent from the above that 
an electricity board is somewhat different 
from other industrial enterprises. Unlike 
other industries, it has to produce in bulk 
at various production centres, thermal, 
hydro and nuclear power stations, trans¬ 
port in bulk the energy to various con¬ 
sumption centres and do the retail selling 
on as and when required basis. Unlike 
other enterprises the boards have to plan 
and execute power stations and transmis. 
sion systems and carry out demand surveys 
on a continuous basis; year after year. 
Their pricing policies are laid down by the 
state governments. They are called upon to 
carry out uniemunerative schemes of rural 
electrification. Locations of their pro¬ 
duction centres, i.e. the power stations, 
are decided not on techno-economic 
studies but mostly on political pressures. 
As stated earlier, the capital structure of 
the SEBs is also different from other 
public and/or private sector enterprises. 

modurn toehnology 

It needs no explanation that modern 
technology of power generation differs 
vastly from that of extra high voltage 
transmission and transformation. This is 
recognised all over the world. The exper¬ 
tise in generation therefore cannot be 
replaced from transmission. This has been 
accepted in all the developed and even 
smaller developing nations. In our coun¬ 
try, however, we have not segregated the 
expertise on ftmctional basis, although 
we have gone in for sophisticated plant 
and equipment in power generation. Our 
transmission systems are becoming more 
and more complex day by day but we 
still go abroad for consultancy. In most of 
the boards, there is only one technical 
member with a generalist as the chainhan. 

Training of manpower to operate the 
senaitive and sofdriAicated fdant and 
equipment pose# loioua problems under 


dtasa eondltioas. As keMneqaenoedf this, 
ODS^ power genemddli |iNm^ switchgear 
aad tnmsfoimers am being handled Sad 
operated by untrained aad senti-trained 
<^ratot8 and engineers, ‘niete is a scram¬ 
ble for advantageous posts located in the 
district headquarters and other places. 
Failures of power jdants, switchgear and 
transformers have inoroued on this 
account. Recently a team of Oreman 
experts visited some of the power stations 
and they were appalled at the conditions 
obtaining in our power stations and it was 
surprising to them that the stations were 
still generating electricity. We have, in ftict, 
reached a stage where we feel gratified if 
the power stations are kept in operation 
at all. This is a matter that should cause 
serious concern at all levels. 

nood for ofllcioney 

It is reasonably certain that we will 
continue to suffer from energy shortages 
in the country, as long as we fail to rea¬ 
lise that high standards of energy manage- 
meet are a priori condition for a satis- 
factO|y energy position and permit and 
enable the state electricity boards to func¬ 
tion and operate like commercial under¬ 
takings. The nation is spending every year 
a'mqjor proportion of its resources on 
power development programmes, sacrific¬ 
ing many other priority claims. It has, 
therefore, a claim that the assets created 
from those scarce resources should be 
operated and maintained eflSciently and 
utilised for the maximum benefit of the 
nation. 

Financing of the power programmes has 
posed serious problems in almost all the 
states and in all plan periods. Progress 
on the projects has, more often than not, 
slowed down on this account. This has 
happened in spite of the fact that the 
actual expenditure on power programmes 
as well as on individual projects has 
invariably exceeded the plan allocations. 
The problems in this connection have 
been many. The under-estimating of the 
projects to make them attractive and 
obtain government clearance for the pro¬ 
jects has been a usual/normal factor. The 
Plan provision for the projects on the basis 
of the estimates has, therefore, been inade¬ 
quate. Finding additional resources or 
diverting resources firom other program¬ 


mes to meet such demaodk poses problemB ' 
of a cooq)lex nature. 

Another factor that has li^uenced the 
progress of the projects is the ladt of 
ready resources with the states. State 
governments have to finance major portion 
of the Plan investment. Frequently the 
states are not in a position to provide the 
finances as and when required because of 
their difficult resource position at the 
particular time, although over the years, ; 
the aggregate resources are usually forth- ! 
coming. It Is also not uncommon for the : 
projects to be slowed down or even aban- ; 
doned, because the states are not aUe to > 
find the necessary finances for the projects. 

Earmarking of outlays and penalising the ' 
states for shortfalls has greatly helped in ' 
financing of the projects. But the problem 
of finding the resources for financing the ' 
projects on "as and when required basis'* 
has still to be restrived. Presently, most of 
the electricity boards'are facing difficulties ’ 
regarding finances. Arrears of electricity - 
dues i.e. dues not recovered from the 
consumers in some states exceeds Rs SO ' 
crores. Some of the SEBs have been dime- i 
ted not to disconnect consumers for non- | 
payment of their electricity bills. Under . 
Such conditions, financing of the power ; 
programmes is giving rise to serious I 
apprehensions in the SEBs. 

influuncing factor 

Another factor that is likely tor influence f 
the power development programmes in the ] 
sixth Plan is the fact, that almost all the ! 
new schemes, aggregating to nearly 10,000 ; 
MW have been approved and included in ; 
the Plan almost simultaneously within a ; 
short period of two years—(1976 and j 
1977). All these projects would be com-1 
mencing their activities almost simultane-. 
ously. The financial demands of each of | 
these projects will increase year by year and j 
is expected to reach the peak at the same 
time. This aspect may be expected to give I 
rise to serious resources difficulties. Fur-| 
ther, the projects will require to be appiied:r 
with plant and equipment, steel and cement, I 
as well as erection tools and tackles and \ 
also construction and erectipn services, all| 
at the same time. Such a situation is likely?, 
to create conflict of interests and may 
result in stockpiling of plant and equip- ■ 
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ment aod materials aod give rise to price 
rise. 

Financing of the projects and achieving 
of targets may, themfore, be expected to 
pose serious problems on these counts 
during the sixth Plan period. 

It has to be appreciated that the success 
of the power programme, like any other 
development programme, depends upon 
industrial peace prevailing on the projects, 
and in the country as a whole. The pro< 
jecu would reqidre plant and equipment 
to be suj^lied by M/s BHEL and several 
other manufacturers in the public sector 
as well as in the private sector. Besides 
the supply of plant and equipment, several 
construction aod erection agencies, would 
be operative on each project. The achieve¬ 
ment of the targets, therefore, depends 
upon the supply of plant and equipment, 
construction of civil and structural works, 
and the erection of plant and equipment 
and its commissioning in time. It has to 
be appreciated that the targets set are bas¬ 
ed on the presumption that the civil and 


stntctueiA eonstmotion wpil^ the supply 
of plant/ and equipment and its erection 
and commissioning would be closely co¬ 
ordinated and the various activities will 
dovetail into each other. Disturbance of 
industrhd peace at any of the manufactur¬ 
ing plants or at project sites, it is apparent, 
would set back the progress on a large 
number of projects and the targets would 
slip. 

The situation presently obtaining on the 
labour front, for whatever reasons, gives 
rise to serious doubts and apprehen¬ 
sions regarding the achievement of the 
targets. The government of India, as well 
as the state governments are fully aware 
of this. There are indications that steps 
are being taken to ensure Industrial peace 
over the sixth Plan period. Industrial 
workers entertain a feeling that they are 
not being given a fair treatment. Inter¬ 
union rivalries, wage settlements and seve¬ 
ral other issues are posing problems and 
need to be resolved. There is obvious 
restlessness on the labour front. Power 
development, as well as industrial develop¬ 


ment m tU* coimtty w9l, hosmver, dupund 
upon ikt solutions evolved by the govera- 
ment and tfie extent to whiob indnsbial 
peace is eediblished in the states and the 
country as a whole. 

I have tried to faighfight the sudo' 
factors that are likely to influence the 
power situation in the country over the 
sixth Plan period. The organisational 
feature of SEBs has been the subject 
matter of quite a few seminan and work¬ 
shops have also been held on this subject. 
While the importance of organising the 
SEBs on a functional basis aod their 
operation on commercial lines has been 
widely accepted and emphasised by one 
and all, the development of SEBs on these 
lines aod development of capabilities in 
the SEBs has been hamper^ by many 
local factors. It is, however, reasonably cer¬ 
tain that in spite of the large investments 
and generous treatment in this respect, 
power situation may hot stabilise until 
managements of SEBs are put on firm 
grounds and are enabled to develop and 
operate on commercial lines. 


Stay of voluntary company winding 

F. L. Berarwaila 


Tha author tuggotlt that tha power of resiling from voluntary winding 
up should be vested in the general body of shareholders of a company. 
He hopes that the Sachar committee will make it easier for 
ehareholdere to revive a company which is under voluntary 
winding up. 


Coup/VNY Law has revolutionalised trade, 
commerce and industry and has made a 
lasting impression on nations* political, 
economic and social structure. Company 
Law in fact is an effective instrument of 
the economic advancement of any coun¬ 
try. Our government is actively consider¬ 
ing several proposals for revival of sick 
units. 

It is commonly felt that once a com¬ 
pany resolves voluntarily to wind itself, 
the process cannot be unscrambled and 
it is not possible to revive the company. 
However, under sections 466 and 518, the 
court being satisfied about the proposal 
for reviving a company may permanently 
stay winding up proceedings. The texts of 
the said sections 466 and 518 are repro¬ 
duced hereunder; 

Section 466. Power of Court to stay 
winding up,—(1) The court may at any 
time after making a winding up order, on 


the application either of the oflScial liqui¬ 
dator or of any creditor or contributory, 
and on proof to the satisfaction of the 
court that all proceedings in relation to 
the winding up ought to be stayed, make 
an order staying the proceedings, either 
altogether or for a limited time, on such 
terms and conditions as the court thinks 
fit. 

(2) On any application under this 
section, the court may, before making 
an order, require the official liquidator to 
furnish to the court a report with respect 
to any facts or matters which arc in his 
opinion relevant to the application. 

(3) A copy of every order made under 
this section shall forthwith be forwarded 
by the company or otherwise as may be 
prescribed, to the registrar, who shall 
make a minute of the order in his books 
relating to the company. 

Section 518. Power to apply to court to 


have questions determined or powers exer¬ 
cised,—(I) The liquidator or any con¬ 
tributory or creditor may apply to the 
court:' 

(a) to determine any question arising in 
the winding up of a company; or 

(b) to exercise, as respects the enforc¬ 
ing of calls, the staying of proceedings or 
any other matter, all or any of the powers 
which the court might exercise if the 
coinpiny were being wound up by the 
court. 

(2) The liquidator or any creditor or 
contributory may apply to the court 
specified in sub-section (3) for an order 
setting aside any attachment, distress or 
execution put into force against the estate 
or effects of the company after the com¬ 
mencement of the winding up. 

(3) An application under sub-section 
(2) shall be made: 

(a) If the attachment, distress or execu¬ 
tion is levied or put into force by a high 
court, to such high court; and 

(b) if the attachment, distress or ex^- 
tion is levied or put into force by any 
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ti(& to up ^0 conqpway; 

m) The cdurt, if Mtisfied on an appli* 
oiitoaiindMr fub-seetioii (f)or(2), that 
tins de^nninatioa «f tbecfoestioB or the 
remind exercise of power of the order 
applied for will be just and beneficial, 
may accede wholly or partially to the 
application on such terms and conditions 
as it thinks fit, or may make such other 
ordtf dn tiie application as it thinks just. 

A copy of an order staying the 
proceedings in the winding up, made by 
virtue this section, shall fortiiwith be 
forwarded by the ccmpany, or otherwise 
as may be prescribed, to the Registrar, 
who shall make a minute of the order in 
his books relating to the company. 

Section 466 of our Act is similar 
to Section 2S6 of the English Com¬ 
panies Act, 1948 which was made com¬ 
prehensive and adopted as recommended 
by the company Law Committee. 

The object of the section is to enable 
the Court after the order for winding up 
has been made, to stay further proceed¬ 
ings in the winding up, if application is 
made by a creditor or contributory and if 
good cause is shown thereof. The section 
may be resorted to where a company 
after an order for winding up has been 
made is able to set right matters and 
resume business or enters into some sort 
of settlement or arrangement for recons¬ 
truction and wants to avoid dissolution. 
It has to be noted that after an order of 
winding up has been made whether 
rightly or wrongly, the court has no 
jurisdiction to vacate the order. But the 
winding up proceedings may be stayed 
under this section indefinitely or for a 
limited period. 

annulling adjudication 

In the exercise of its jurisdiction to stay 
proceedings, the court should, so far as 
possible, act upon the principles which 
ate apidicablein exercising the jurisdiction 
to rescind a receiving order or annuli an 
adjudication in bankruptcy against an 
individual, in which case the court refuses 
to act up<m the mere assent of creditors 
in the matter, and considers not only 
whether what is projmsed is for the benefit 
of the creditors, but also whether the stay 
will be conducive or detrimental to com- 

lAanuNitodNoialy 


mecdialmoiality and^|$o-.the .htim of 
the public at laige. Ip xe. Toje^ptor Ltd 
(1903)-2'Ch. 174; In re India Cotton 
mm, AIR 1949 Col, d9. 

The jurisdiction may be used in proper. 
cireomstances - for the resumption of 
business or for reconstruction purposes, 
as for instance, where a conqmny is in a 
position to raise further capital with which 
to pay its debts and resume business, Cf. 
Re: Walters (Stephen) & Sons Ltd, (1926) 
Weekly Notes 236. 

It would appear that if a voluntary 
winding up or a winding up subject to 
supervision is to be stayed, an order for 
winding up under section 440 must first be 
obtained and then an order under this 
section. But a voluntary winding up may 
be stayed under the combined operation 
of this section and section SI 8(1) (b). 
See however Re; Serene Stores Ltd, 1959 
Com. Cases 299: (1958) 3 Ali.E.R. 316. 

The scope of court’s jurisdiction under 
section 518 is very wide, and it can deter¬ 
mine any question arising in the winding 
up, and exercise any power which it may 
exercise in a winding op by court. Indo- 
Allied indust lies Ltd v. Punjab National 
Bank (1968) 2 Comp, U 352. 

intoreoting question 

In a recent case Delhi High Court has 
decided this interesting question. The 
main controversy in the case turns on 
whether the court has power to stay a 
voluntary winding up. The power of the 
court in relation to a winding-up order 
passed by itself is contained in section 
466 of the Campanies Act, 1956, which 
gives power to the court on an applica¬ 
tion cither of the official liquidator or a 
creditor or a contributory to pass an order 
staying the proceedings either altogether 
or for a limited time. If the present wind¬ 
ing up was the result of winding up order 
passed by the court, there would be no 
doubt that the court would have jurisdic¬ 
tion. For the purposes of submitting that 
the court has a similar power in relation 
to a voluntary winding up, the petitioner 
relied on section 518 of the Act. 

The wide language in which this pro¬ 
vision is iftamed seems to suggest that the 
power of the court in relation to winding- 
up proceedings, which are exercisable 
while a compaayis being wound up by the 
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court, can also be exercised m the ooutse; 
of voluntary winding up. The submhnion 
of the petitioner is emphasised by the 
terms of sub-section (5) of this setrion, 
which reads: 

**A copy of an order staying the pro¬ 
ceedings in this winding - up, made by 
virtue of this section, shall forthwith be 
forwarded by the company, or otherwise 
as may be prescribed, to the regisWar,- 
who shall make a minute of the order in 
his books relating to the company.” 

matter for conalderatlen 

Thus, the question for consideration is 
whether the power to stay the winding up 
exercisable under section 466 in relation 
to companies being wound up by the 
court can also be exercised when a com¬ 
pany is in voluntary winding up. I find that 
the position taken up by the petitioner is 
consistent with a large number of report¬ 
ed cases. In re Punjab Co-operative Bank 
Ltd, AIR 1919 Lah 30^, it was held under 
the old Act that the court could stay a 
voluntary winding up. In the matter of 
East India Cotton Mills Ltd (1949) 19 
Comp. Cas61; AIR 1949 Cal 69, S.R. 
Das J. (as he then was) examined the 
principles on which a stay of the winding 
up could be ordered and found that it 
was analogous to the jurisdiction exercis¬ 
ed while rescinding a receiving order or 
annulling an adjudication in bankruptcy. 

There are some English cases also in 
which a voluntary winding up was^'stayed. 
Examples of these are: In re Sooth 
Barrule Slate Quarry Co (1869) LR 8 Eq 
C 688, In re Titian Steamship Co (1888) 
WN 17 and many other cases. It has bcoi 
held in such cases that mere consent of the 
parties is not enough but the court shoitid 
consider all the circumstances. A leading 
judgement on the principle on which the 
court should act while ordering stay is in 
re Telescriptor Syndicate lAd (1903) 2 
Ch D 174. In that case, the court detailed 
various points for and against ordering, a 
stay of the mnding up and decided that 
there was no gound for staying the wind¬ 
ing up on the facts as they were. The 
court, however, observed that, at a 
later date, the official receiver Could report 
whether all the liabilities and creditors and 
contributories had been settled and the 

UAV 5, IW 



debts had been paid and whether the 
members were prepared to reduce their 
share capital by surrendering and cancel* 
ling, their bonus shares, then the court 
would ^*as at present advised be prepared 
to stay the proceedings in the winding 
up.” Thus, there is no doubt that the 
court does possess the power to stay a 
winding up even when it is a case of 
voluntary winding up. There must, how* 
ever, be facts justifying the stay. The 
words used' in section 466 are: **On proof 
to the satisfaction of the court that all 
proceedings in relation to the winding up 
ought to be stayed.** Thus, I have got to 
find from the facts whether this is a case 
wherb the winding up ought to be stayed 
or whether it is a case where the company 
should be finally wound up. 

On this aspect of the case, the pleadings 
in paragraph No. 10 of the petition are as 
follows: 

'*The company was put into liquidation 
largely due to unwillingness on the part of 
the management to provide funds for run* 
ning the bnsincss. The present manage¬ 
ment and the shareholders are keen to 
revive the business of the company and 


are als<^^\ willing to provide necessary 
funds the business if the voloiiitaTy 
winding % is stayed. The company has no 
liabilities and no assets to be realised but 
enjoys lot of goodwill amongst the clients 
to be abib to successfully revive the busi¬ 
ness. The company has facilities to start 
business including business premises.’* 
Turning now to the aims and objects of 
the company which are set out in para¬ 
graph No. 8 of the petition, it appears 
that the company is a hire-purchase com¬ 
pany and also an investment company. 
The accounts of the company disclose 
that the liquidator has realised, 
Rs 34,032.28 and there is no creditor or 
debtor of the company. Thus, the amount 
in hand is equal to the total paid-up 
capital of the company which is Rs 34,200. 
It is just as if the company was starting 
business with a fresh start. I do not find 
any reason to bold that it will be detri¬ 
mental to anyone if the company is re¬ 
started. There are some funds with the 
company, and the nominal capital is 
Rs 5,00,000 of which only shares worth 
Rs 34,200 have been issued. It is quite 
possible for the company to expand its 


share capital. Ip any case, the company is 
not now any worse off tbm it was when 
originatly*^incoiporated. 

In the circumstances, and particularly, 
in view of the fact that the management 
wants to revive the company and there 
seems to be no impediment whatsoever, 
the court allowed the petition. Conse¬ 
quently, the court stayed the winding-up 
proceedings altogether. Voluntary Liqui¬ 
dator Dimples Pvt Ltd V. Registrar of 
Companies (\91i) 48 Comp. Cas. 98. 

It is submitted that the power of resil¬ 
ing from voluntary winding up be vested 
in the general body of shareholders who 
could do so by a special resolution. After 
all, winding up is a long drawn time-con¬ 
suming process which does no benefit 
either to the shareholders or the company 
and involves avoidable wasteful expendi¬ 
ture. It is hoped that Justice Sachar com¬ 
mittee will consider this subject in its 
correct perspective and accordingly 
recommend express provisions in the law 
to avoid any hardship particularly in 
cases where shareholders wish to revive a 
company which is in voluntary winding 
up. 


Heavy industry: its relevance 

V. Krishnamurthy and responsibilities 


In his keynote address to the Sixth National Management 
Convention held at Madras on April 9,1978, Mr V. Krishnamurthy, 
Sserstary, Department of Heavy Industry, Government of India, said 
that It was nscsssary to nurse heavy industry and keep It in good 
shape if agricultural production was to be boosted through the use of 
irrigation, fertilisers, farm equipment and other inputs. 

there was hardly any heavy industry worth 
the name in the country. There were two 


Among THE various sectors of economy 
covered in the plenary sessions of this 
convention, the employment generated per 
unit of capital input is perhaps lowest in 
the case of heavy industry. The general 
picture that this sector conjures up is that 
of a high-technology, capital-inteasive 
industry with low employment potential 
and,long gestation period. What could 
be its relevance in a country with an agri¬ 
cultural economy, scarce capital, abundant 
labour and impatient with time in its 
development efforts? 

In this session, I will like to dwell upon 
the relevance of heavy industry and the 
role it p^s in ultimate employment gene¬ 
ration t^ugh linkages with other sectors. 

Wheii India attained independence, 


major units for producing iron and steel. 
The installed capacity for power genera¬ 
tion, based entirely on imported equip¬ 
ment, was less than 2500 MW. The mining 
of about 30 million tonnes of coal was 
sufficient to meet the requirements, 
mostly needed for the railways. There 
was hardly any production of machine 
tools. The story was the same in the case of 
other basic industries. With such a poor 
infrastructural base, the state of industrial 
development was at a very low level. 

The process of planning started in early 
1950s directed the flow of investments 
along certain desired channels. Paper, 
cement, ^gar, textile, di'ugs Apharmaceii' 


ticals, medium and light consumer goods 
industries attracted the private capital 
while the state undertook the responsi¬ 
bility of developing basic and strategic 
Industries in defence, public utilities, 
mining, metallurgical aod heavy engineer¬ 
ing sectors. 

The importance of heavy industry as 
the launching pad for the industrial deve¬ 
lopment of the country was recognised 
and stressed during the period 1955*70 
and massive investments were made in 
heavy machine building. Mining and 
metallurgical industries including iron and 
steel, machine tools, basic chemicals and 
fertiliser plants, heavy electricals and 
other segments of heavy engineering 
sector. In many of these cases, starts 
were made with modest targets; by the 
time detailed project reports were ready, 
the potential demand outstripped tto 
initial estimates and new investments had 
to be planned for. I remember how, when 
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heavy dectriciilS'pl4at.«t KtpfMl WU- 
•bl in oonstrucitipn st^e. put capodly as 

^ osihe twod^'inix fdaonsd for were 
cohsidwed grossly inadequate and'steps 
wm initiated for setting up three addi- 
tioi^l piants. This strategy of emphasis ' 
onlieavy industry continued during the 
subsequent plans. Whereas the share of 
metallurgical, machinery and chemical 
industries in outlay for industry sector was 
70 per cent in the fifties, it went up to 
80 per cent during the sixties. 

Today, if we survey the industrial scene 
and compare it with that prevailing in the 
early fifties, the achievements are striking 
indeed by any standards. Take any 
industry—power equipment, steel or 
machine tools—multi-fold increases have 
taken place in their turnover. In areas 
where the country was totally dependent 
on imports ten years ago, Indian capital 
goods industry is able to produce all that 
the country needs. On an overall view 
there has almost been a ten-fold increase 
in the output of engineering industries in 
three decades. In many areas like heavy 
electrical equipment manufacture, machine 
tools etc the Indian industry is ranked 
within the first ten in the world. 

diversity of content 

More remarkable than the quantitative 
growth has been the diversity of produc¬ 
tion-content. Equipment for steel, alumi¬ 
nium and other metallurgical plants, for 
power generation, transmission and distri¬ 
bution, for mining of coal, iron and other 
ores, for refineries, chemicals, fertiliser 
and petro-chemical plants, for earthmov- 
ing and construction industry for other 
transportation by air, sea, road and rail— 
all arc being manufactured indigenously 
today. 

The development of heavy industry 
sector, in turn, has given fillip to a number 
of consumer and intermediate goods 
industries which offer a wide spectrum of 
products and services. 

Besides, Indian industry has also, 
over the years, developed expertise to 
execute projects on a turnkey basis, from 
concept to commissioning, fie it a power 
station, cement, sugar or a paper plant or 
a construction project, supply of a com¬ 
plete package of both hardware products 
■and software services is within the scope 


ofonroiganisatioiui. eapcdtility hi 
gnuliudly extending io * wide raitge of 
industries. 

It is this versatility and diverse range of 
prodneta, services and projects that has 
brought Indian engineering industry to an 
eminent position today. Employing about 
two million persons directly, its total 
annual turnover is around Rs 8,000 crores 
—about half of which comes from the 
establishments in small-scale sector. From 
almost total dependence on imports, it not 
only meets domestic needs but has emerg¬ 
ed to be the largest single component of 
our exports and is well set to achieve the 
target of Rs 1,000 crores in this regard in 
a couple of years. 

national goAls 

Yet, what have these achievements 
meant in the context of our national goals, 
namely, eradication of poverty and remo¬ 
val of unemployment? Many sec these 
developments in the field of heavy industry 
as islands of prosperity in an ocean of 
poverty. Ofien-timcs we hear that the 
emphasis on heavy industry, in the early 
period of development, was wrong and 
that this has created certain distortions. 
The reasons for this view are; 

The injection and development of man¬ 
power skills, technology and managerial 
expertise has been largely limited to the 
organised industry only. Lookatthemas- 
sive resources, financial and otherwise, 
deployed in areas like agriculture and 
irrigation, power utilities, health and 
social services, education, village and 
community development and the like. 
The management of resources in these 
non-industrial and non-organised sectors 
has not received the requisite attention. 
The fruits of whatever development that 
has taken place, as reflected in the rise 
of ppr capita income, seem to have been 
shared by urban areas only. The rural 
incomes, except in certain pockets, have 
by and large remained stagnant in real 
terms. This has accentuated the dis¬ 
parities between rural and urban areas 
and also encouraged the migration to 
the latter. 

The rate at which the eligible persons 
have been joining the ranks of un¬ 
employed has outpaced the rate of gene¬ 
rating additional employment. The 


cumitiative result is foat today we liave | 
a staggering figure of more thuti 20 i 
million people without productive jpbs. ; 
Ev«t the prosperity of heavy industrial \ 
units seems to have become localised \ 
and confined within the boundary walls | 
of the factory and township area. Local 
surrounding regions around large enter¬ 
prises have hardly benefited. 

diaquiuting observation* 

These observations are quite disquieting 
but hard to refute. They naturally raise 
a question: would a strategy different from 
the one followed with accent on heavy 
industry, have yielded better results? 
Should not the generation of additional 
employment and development of rural 
areas override other considerations? What 
will be the role of heavy industry in the 
context of these prioriiies? 

While I concede that for a given finan¬ 
cial input, employment potential is mote 
in smaller, rural, cottage and agricultural 
industries and that more and more atten¬ 
tion should be paid to these, I do not 
subscribe to the view that the emphasis 
placed on the development of certain key 
industries over the last 15 to 20 years was 
not right. I think the country has greatly 
benefited through the development of 
heavy engineering sector. 

In our preoccupation in assessing the 
direct employment in heavy industry, we 
tend to forget its role in setting chain 
reaction in other sectors of the economy 
which are dependent on goods, and 
services provided by the heavy industry. 
In fact, it is wrong, in my view, to divide 
the economy in various water-tight 
segments aitd consider each of them in 
isolation without taking into account the 
intersectoral linkages. 

We have before us a certain mix of 
national problems to be solved. In draw, 
ing up a programme for this, we have to 
take into account the scenario of develop¬ 
ment process followed so far along with 
its concomitant successes and failures 
and the availability of resources. There 
is abundance of natural resources like 
coal, iron and other minerals and metals, 
arable land and the rivers. The potential 
for power generation is tremendous. And 
then we have, as our chief asset, the skil¬ 
led manpower trained in different disci- 
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pJiflcs. We liavc one of the largest reser¬ 
voirs of qualified scientists, engineers and 
tedmicians.^The educational facilities that 
we have set up turn out annually a large 
number of qualified personnel. With such 
a rich resource-niix, the development of 
all the sectors can be sustained without 
putting constraints on any one, provided 
this development is an integrated one. 
In fact, such an approach is also neces¬ 
sary in view of the intersectoral linkages. 

hwavy industry 

Let us have a look at what constitutes 
heavy industry, what use its products 
serve and who are its customers. Taking 
specifically the group of industries coming 
under the department of Heavy Industry, 
products manufactured are mostly capital 
goods such as: 

* Machine tools. 

* Equipment needed for power gene¬ 
ration, transmission and distribu¬ 
tion. 

* A wide range of machinery for 
iron St steel plants, sugar, cement, 
paper, textile, jute, rubber, chemi¬ 
cals, petro-chemicals, fertilisers, 
dairy and food processing indus¬ 
tries. 

* Road transportation equipment. 

* Rail transportation equipment. 

* Tractors & farm machinery. 

* Mining & metallurgical equipment. 

* Earthmoving and other construc¬ 
tion equipment. 

* Castings, forgings etc. 

These items are needed by, besides 
industry, almost every other sector of the 
economy—energy, communication, trans¬ 
port, construction, agriculture, mining, 
steel and metallurgy. The output of heavy 
industrial units forms an input (o indus¬ 
tries which produce basic consumption 
goods for the public. With such strong 
linkages and complementarity with other 
sectors, the composite performance trend 
of the heavy industries can truly be said 
to reflect the general state of economy in 
the country. 

About half of the turnover of engineer¬ 
ing industry amounting to about Rs 4000 
crores comes from the small-scale units. 
There is substantial interdependence 
between the large and the small manu- 
facturioi’ units in the heavy industry. 

iCONOSflST 


Neady 'lb per cent of oi^|mt of the two 
groups:# htter-meshed 1 b tlie seiise that 
produdi of one foim inputs for the odier 
and vidl versa. Thus any swings hi die 
fortundv, of heavy industi^ directly 
thousahte of supporting ted feeding small 
units This inter-liokage increases 
directly as capability to engineer and set 
up to^ system develops within the 
country- 

while gauging the employment poten¬ 
tial of heavy industry, It will be mislead¬ 
ing to consider only the persons directly 
employed in manufacturing establish¬ 
ments. A number of ancillaries, sub¬ 
contracting and feeder units support the 
'heavy industrial units. Besides, a chain 
eflect takes place through generation of 
secondary and tertiary employment. For 
instance, each additional bus on the roads 
creates employment for ten persons in 
operation, maintenance and repairs and 
administration activities. Similarly, while 
only ten persons may be engaged in manu¬ 
facturing one MW equivalent of power 
equipment, the same amount of power 
used in a factory would result in employ¬ 
ing 400 to 500 people. Construction of one 
km of road generates employment for 
about 100 man-hours. Thus, for better 
appreciation of the role of heavy industry, 
it is essential to have a look at its con¬ 
sumption sectors. 

outlay on farming 

The draft sixth Plan proposes signi¬ 
ficant increases in outlays for agriculture 
and allied activities and rural develop¬ 
ment, irrigation and flood control, energy 
and transport and communications. These 
four sectors, together, account for 70 per 
cent of plan outlay of nearly Rs 70,000 
crores, and represent in their allocation, 
an increase of 100 per cent over the 
revised fifth Plan estimates. Bulk of the 
output of heavy industry—nearly 70 to 75 
per c:nt of the goods and services—^goes 
to these very sectors. Let me give here a 
few illustrations: 

(a) The doubling of the outlay bn 
agriculture and allied activities and rural 
development would give a spurt to the 
demand for tractors, power tillers, farm 
implements, diesel engines, pump sets, etc. 
Similarly, 100 per cent increase in ferti¬ 
liser production envisaged during the next 
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five would eqtail increa#d engpiy 
of cai»It(d eqtti^nteit fm: ifl^ 
feitQisers and pestimtes. 

(b) Tile inasaive stq>-np of ailoonten ' 
on ifrigation ft Itood controL from Rs 4230 
crores in fiiUi Plan to the proposed level 
of Rb 9650 crores in next five years, 
would mean increased requirements of 
construction machinery for dams and 
canals, earthmoving equipment, pipes and 
equipment for tubewelis. 

Incraasnd mobility 

(c) Development of rural areas will 
require both inwards and outwards move- 
ment of goods as well as increased 
mobility of its populace. All villages with 
a population of over 1500 and half of 
those with population of 1000-1500 are ' 
proposed to be linked by roads during the 
next Plan period. The massive road build¬ 
ing programme will, besides requiring the 
use of construction machinery and cement, 
give a fillip to the automobile and ancil¬ 
laries industries. 

(d) Power, as a basic prerequisite, has 
rightly been accorded the highest priority. 

It is proposed to add, just in a span of 
next five years, nearly 20,000 MW of 
power generating capacity, over and 
above the present installed capacity of 
24,000 MW. Can the power industry in 
India ask for a greater challenge? Coupl¬ 
ed with the emphasis on rural electrifica¬ 
tion, consider the demand it will create 
for products like power generation 
equipment, construction machinery, trans- 
fotmers, switchgear and sub-station equip¬ 
ment, transmission towers, structurals 
and other accessories. 

(h) Take the case of cement; we are 
currently short of it by two million tonnes 
annually. With the accent on construction 
and other employment-oriented schemes, 
the production of cement will have to be 
doubled in five to seven years. The heavy 
industry has to ensure an adequate and 
assured supply of both cement machinery 
and cement if the progressive schemes of 
the government are not to receive a set¬ 
back. 

Besides directly generating the demand 
for the products of heavy industry, the 
overall development of rural areas and 
raising of their standard of living would 
widen the presently restricted markiets for 
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«o|raiBer dwables and hetiu of mass 
QOpntQption, The production of Uwie 
go|d8, even in the small sector, will reqiiue 
caf^ isqoipiaent from Iwavy industiy, 
thus, by all accounts, I foresee a role i. 
forthe heavy engineering industry in the 
coming years vliich will stren^henthe 
hands of the government in launching 
upon their new schemes which are 
employment'Oriented and are aimed at 
solving some of our most crucial prob¬ 
lems. T^e shift in emphasis on agricul¬ 
ture and development of rural and 
infrastructural sectors will, through back¬ 
ward linkages, only give a further boost 
to the heavy industry. 

I am conscious of the fact that this shift 
imposes certain obligations on our heavy 
industry. I am aware that the heavy 
industry in India has developed good 
manufaeturing, technological and mana¬ 
gerial skills over a period of time. There 
is need for tapping this reservoir of 
expertise in tackling the pressing tasks 
of generating employment and developing 
rural areas. For example, the technology 
developed in the heavy industry can be 
diffused for the betterment of other 
sectors which have lagged behind due to 
the lack of modern inputs. Large industry. 


instead of manufaettuing all the com¬ 
ponents and items one roof, can 
nurture a .number of inuill feeder units by 
providsag them advice and guidance on 
engineering and managerial aspects. In 
the case basic chemical industry, the 
processing of down-stieam products can 
be dispersed over a number of smaller 
mterprises. 

At only a nominal cost, the heavy 
industry units can directly assist in rural 
development by setting up service centres 
and workshops and providing help in 
horticulture, dairy and poultry farming, 
animal husbandry, leather industry, digg¬ 
ing of wells and other imjects for provi¬ 
sion of drinking water, establishment of 
schooling facilities, health care and the 
afforestation programmes. 

The inter-sectoral distortions emerging 
as a result of process of development 
followed so far and the non-fulfilment of 
people’s rising expectations in the econo¬ 
mic Sphere have led to certain misgivings 
about the role of heavy industry. The 
scarcity of allocable resources has further 
tended to have some a priori assumptions 
about the priority of one sector over 
another. Little is It realised their balanc¬ 
ed development is not a zero-sum game— 


a'loss’of bevy industiy is not a 'gjrin' 
for agriculture; in fact it would mean a 
greater loss in view of the chain reaction. 

We have. to nurse heavy industry 
and keep it in good shape if ^ agrimil- 
tural production is to be boosted through 
irrigation, use of fertilisers, enery inputs, 
farm equipment; if the rural areas are to 
be developed through construction of 
roads, movement of goods and people 
and rural electrification; if the supfriy of 
power is to be augmented by manu¬ 
facture and commissioning of power 
generating, transmission and distribution 
equipment; if there has to be increased 
production of basic metals by the use of 
mining and metallurgical equipment; and 
if there has to be enhanced availability of 
a number of consumer items like textiles, 
paper, sugar, cement, tea, dairy and food 
products etc, the capital equipment for 
which is provided by the heavy industry. 

It is difficult to conceive of any stage in 
our development process when we can 
question the relevance of a sector which 
provides basic and infrastructural goods 
and services, Adequate growth in this 
sector has to take place if we are to ensure 
that development in other sectors is not 
affected. 
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Forward planning in 

eastern economies 


This Is a review of recent economic developments In eastern Europe and 
the Soviet Union which was released In Geneva by the secretariat of 
the United Nations Economic Commission for Europe (ECE), 


Thb bast European countries with the ex¬ 
ception of Poland, had foreseen some 
acceleration in overall growth in 1977 
compared with their performance in 1976. 
The Soviet Union planned a slowdown 
from five per cent in 1976 to 4.1 per cent 
in 1977. The acceleration in eastern 
Europe in 1977 turned out to be less 
vigorous than planned at six per cent and 
the growth rate recorded in the Soviet 
Union was 3.5 per cent in terms of the 
material product distributed within the 
country. Asa result aggregate net mate¬ 
rial product for the east European coun¬ 
tries and the Soviet Union taken together, 
rose by 4.2 per cent compared with 5.2 
per cent in 1976. 

In the majority of the countries con¬ 


growth (6,3 per cent) in 1977. Investment 
spending increased by about 6.5 per cent 
and remained within the planned limit; 
the deficit in foreign trade-*S243 million 
in 1976—was reduced to $13 million in 
the first nine months of ]977. The direc¬ 
tion of policy for 1978 implies a slight 
speeding up in the pace of overall eco¬ 
nomic expansion, with a target of 6.8 per 
cent. 

Net material product rose by only 4.5 
per cent in Czechoslovakia in 1977 due, 
probably, to a lower-than-planned perfor¬ 
mance in sectors other than industry and 
agricul ture—construetion, transport and 
trade for example. Industrial output was 
higher than planned and agriculture re¬ 
covered after two bad years in a row. The 


window"" 

ON 

THE WORLD 


cerned, targets for the growth of net 
material product for 1978 have been set at 
a level close to the actual rates achieved 
in 1977. 

Industry is the sector which is planned 
to contribute most to overall expansion in 
1978, but as the majority of countries 
envisage a decreasing intensity in indus¬ 
trial expansion in comparison with 1977, 
much more support to the forward move¬ 
ment will be expected from the non¬ 
industrial sectors than was the case last 
year. Except for Bulgaria and the German 
Democratic Republic, all countries foresee 
an all-time record level in agricultural 
output in 1978. 

Bulgaria combined consolidation with 


targets for 1978 do not show any marked 
change in the pace and profile of planned 
expansion. 

The German Democratic Republic was 
to a great extent successful in regaining 
the momentum of overall expansion in 
1977 (5.2 per cent growth). Industry and 
construction were the main contributors to 
the acceleration of growth. The degree 
of inconsistency with the five-year plan 
target in terms of net material product 
was considerably reduced and the 1978 
plan foresees the continuation of this 
trend. 

The rate of growth of net material pro¬ 
duct almost attained eight per cent in Hun¬ 
gary in 1977 largely exceeding the target. 


Performance was very good in terms of 
production in all important sectors of the 
economy and particularly in agriculture, 
which reached a record level. In some 
respects, however, growth was unbalanced. 
A modest 4 to 5 per cent increase in 
investment spending had been planned, 
but the actual figure in constant prices was 
13 per cent higher than in 1976. The 
trade deficit reached $640 million in the 
first 11 months of 1977—almost twice as 
much as had been hoped for. A five per 
cent rise in net material product has been 
planned for 1978. Measures have been 
taken to restrain ^investment spending, 
and to bring developments into line with 
the five-year plan targets. 

policy of consolidation 

Poland’s rate of growth in 1977—5.6 
per cent—was, as intended, lower than in 

1976 and structural disparities between 
the main production sectors were reduced 
in consequence. Industrial expansion, 
however, was greater than intended and 
construction lagged. Output in agriculture 
fell for the third consecutive year and this 
was the main reason for limited results 
from the policy of consolidation. Pre¬ 
liminary data for the first nine months of 

1977 indicate that the Polish trade situa¬ 
tion improved, with a reduction in the 
deficit. However the 13 per cent target 
for export growth was not completely 
achieved and the rate of increase of im¬ 
ports was about double the planned figure 
of 2.7 per cent. A slight deceleration has 
been planned for 1978. 

Romania had the highest overall rate of 
growth among east European countries 
and the Soviet Union in 1977, but the 
figure—8.6 per cent—was below the target 
(11.3 per cent) and also below 10 per cent 
for the first time since 1970. Imports and 
exports both rose in value by about 15 
per cent and remained in balance. 
Romania, alone among the eastern coun- 
trie8» is aiming for across-the-board expan- 
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si(»^,l97$(a tnrget rate <^11 tolU 
pMpat gfo^). 

3.5 per cent increase in net material 
product distributed in 1977 in tbe Soviet i 
Union was largely the consequence of the 
poli^ redressing foreign trade balances. 
Considering the Soviet Union’s overall 
trade surplus, which according to pre¬ 
liminary data for the first nine months of 
1977, amounted to more than 31.6 billion, 
the expansipn of produced net material 
product can be estimated to have been 
higher dun 4.S per cent. The fact that 
the slowdown in growth was more pro- 
notiuced than had been anticipated arose 
from developments in three areas : agri¬ 
culture, where a three per cent increase was 
recorded, and 19S.S million tons of grain 
were produced; construction, 3.1 per cent; 
and freight transport. 3.5 per cent. Indus¬ 
trial production (5.7 per cent growth) 
was the main factor in the economic ex¬ 
pansion achieved. The Economic Swvey 
notes that crude oil production in 1977 
amounted to 346 million tons, 26 million 
tons more than in 1976. 

The growth target for 1978 in terms of 
material product distributed is four per 
cent, indicating a slight increase in the 
allocation of resources for domestic use. A 
rise of 4.5 per cent in industrial produc¬ 
tion is planned. 

slowdown in growth 

In the Byelorussion SSR, five per cent 
growth—a little below the previous year—- 
was recorded in 1977. A decline in agri¬ 
cultural production was mainly responsible 
for a less vigorous expansion than had 
been foreseen. Industrial production, on 
the other hand achieved 8.3. per cent 
increase. A six per cent overall rate of 
growth is foreseen in 1978, but with a 
slowdown in the rate of industrial 
expansion. 

Developments in the Ukrainian SSR 
were more in line with the performance 
of the Soviet economy as a whole. A five 
per cent rate of growth was maintained in 
1977. Industrial expansion, at 5.7 per cent, 
was well above the figure for 1976. The 
growth of agricultural output was 3.6 per 
-' cent. Ukrainian grain production in 1977 
was at tbe record level of 48.6 million 


tojus. The targets for 1978 envisage a 
dowdown in growth. 

The management of human and mate¬ 
rial resources has provbd to be more diffi- 
cult than anticipated in the current five- 
year plans, the Economte Swvey states. 
This situation reflects a long-term down¬ 
ward trend in labour supplies and a per¬ 
formance more modest than planned in 
agriculture and in the production of 
eneigy and raw materials. 

In the field of manpower supplies, the 
level of domestic resources for additional 
employment has been fklling considerably, 
and the shortfall has not been compen¬ 
sated for by any additional increase in 
labour productivity. ’It follows from this 
that the growth rates of labour producti¬ 
vity in 1976 and 1977 must have remained 
below those envisaged by the five-year 
plans in the majority of countries”, the 
Economic Survey suggests. 

highest priority 

The Economic Survey notes that the 
highest priority in the allocation of re¬ 
sources, in eastern Europe and the Soviet 
Union has been given to investments in 
capacities which improve the export poten¬ 
tial. Hungary, Poland and the Soviet 
Union explicitly aimed tp restrain the 
domestic distribution of net material pro¬ 
duct in 1977 with this purpose in mind. 
These three countries plan further res¬ 
traint in 1978, 

In discussing east-west trade, the 
Economic Survey states that the slowness 
of the recovery of the western market 
economies has retarded the planned 
adjustment of the foreign balances of the 
east European countries and the Soviet 
Union. The development strategies of 
these countries have been very strongly 
influenced by the desire to restore and 
maintain a balance in foreign trade and 
payments, in particular with the western 
market economies. 

The slow development, of exports to the 
west has limited the eastern countries’ 
capacity to earn the convertible currency 
needed not only to pay for imports, but 
also to manage and repay external debts. 
Although existing credits and facilities for 
fiirther borrowing may make it possible to 


maintain deficits in east-west trade at the 
1977 levels, several east European coon- 
tries have stated that they intend to reduce 
them. This is particularly true of the 
Soviet Union, Poland, Hungary and 
Bulgaria. 

riM in exports 

In the first nine months of 1977, total 
exports of eastern Europe and the Soviet 
Union rose by an estimated nine pet cent 
in volume, while imports rose by five 
per cent. The east-west trade deficit was 
reduced and might possibly be below $5 
billion for the whole of 1977.—82.5 billion 
less than in 1976. 

While the net amount of debt of eastern 
to western countries may have gone up 
from an estimate of $32 to $35 billion at 
the end of 1976 to $37 to $40 billion at the 
end of 1977 (part of it repayable in coun¬ 
terpart deliveries from turnkey projects) 
the current deficit sutuation generally 
improved over the year. The Soviet 
Union recorded a significant decline in its 
east-west trade deficit in 1977 ($2.1 billion 
in the first nine months adjusted to an 
annual basis, against $3.5 billion in 1976) 
and Czechoslovakia managed to keep its 
overall and east-west deficits at a mode¬ 
rate level. It is thought that the German 
Democratic Republic checked the rising 
trend in its overall and east-west trade 
deficits; Poland reduced its overall and 
east-west deficits. Only Hungary and 
Romania reported increases over 1976. 

Eastern exports to developing areas of 
the world expanded vigorously in 1977 
by an estimated 28 percent. Trade among 
member countries of the Council for 
Mutual Economic Assistance (CMEA) 
also gathered pace, although the relative 
shares of eastern, western and developing 
countries in the total foreign trade of the 
CMEA area did not change significantly. 

The acceleration of growth of exports 
from eastern countries to the developing 
world, already noted in 1976, was sus¬ 
tained by increasing credits, particularly 
for sales of machinery. The developing 
countries also increased their cash pur¬ 
chases in the eastern countries in 1977, 
using a part of their growing currency 
reserves to buy industrial materials and 
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equipment. The scope of economic co¬ 
operation between eastern and developing 
countries was extended in volume, value 
and coverage. Among the biggest deals 
were those between the Soviet Union and 
Morocco, for the development of the 
phosphate industry and for the supply of 


Soviet|qQipment for an Idamina plant in 
India li^ between PoUnidl tad Colombia 
for a ||ilnt coal mining veqtore. 

Tht; Seonomk notes a trend 

towaritt the replacement of clearing agree¬ 
ment by payments in convertible curren¬ 
cies in tae system of pqmmnts between the 


members of the CouncH for Mottal 
Economic Assistance and the deveicping 
oountri|8. The shift to ffltdtilaterai .setde* 
mmits has^jemi hdped by the.iecent .detd- 
sion oftheCMEAto permit much wider 
use of the transferable rouble outside the 
CMEA area. 


Economic interdependence 

Robin Gordon-Waikor and the Third World 


The economic Interdependence between developing end developed 
countries Is now an aintost universally recognised truth, says the 
author, which Is particularly relevant In the current world recession. 


Thbdbvelopino countries of the Group of 
77 reiNTcsent more than half the world’s 
population and an increase in their effec¬ 
tive demand is a crucial factor in the re¬ 
vival of the economies of the industrialised 
countries. 

Conversely, the economic recovery of 
the developed countries, with a conse¬ 
quently increased demand for commodi¬ 
ties and raw materials, is a key factor in 
the economic development of the Third 
World. 

This recognition of the need for effec¬ 
tive international cooperation means 
that all countries are involved in the 
current economic difficulties of the Third 
World. 

One of the most serious problems—the 
indebtednc» of the poorer countries, 
running into over $ 200 billion—was 
discussed at the UNCTAD Trade and 
Development Board ministerial meeting in 
Geneva from March 6 to 10. 

In many countries, debt difficulties, 
combined with other balance of payments 
problems, threaten development plans and 
growth rates. There would be very se- 
rious consequences for the world if the 
deficit states were all to cut back on their 
growth rates in an effort to achieve finan¬ 
cial balance. 

The transfer of resources from count¬ 
ries with balance of payment surpluses— 
through the commercial banking system 
and lai^r intefoational institutions such 


as the IMF—plays a vital adjusting role 
for countries with economic difficulties. 
Even so, a way must still be found of 
meeting the problems of countries whose 
development is limited by the need to 
service their debt. 

major problam 

The concept of generalised debt relief 
has been much canvassed as a solution, 
particularly in the last four years since 
the five-fold • oil price jump which has 
magnified the financial problems of the 
poor countries. But it poses two major 
problems; (1) It would be likely to create 
hesitation .about future lending among 
the commercial banks who provide the 
main channel for capital flows; and (2) 
It would be very difficult for governments 
in industrial countries to accept respon¬ 
sibility for subsidising repayments of 
debts to non-official and non-govern¬ 
mental commercial organisations. 

Many countries, including Britain, 
believe that a better solution lies in a 
three-pronged approach: First, recognition 
of the importance of strengthening pre¬ 
sent arrangements for channtliing per¬ 
sistent surpluses to deficit countries; 
Second, increasing the resources avail¬ 
able to the international financial institu¬ 
tions; and Thifd, support for internation¬ 
al action to deal with individual cases 
of imminent or actual default. The Bri¬ 
tish government considers it vital to res¬ 
pond quickly and sympathetically to the 


needs of countries which find themselves 
in acute difficulty. 

Western governments are anxious to 
help the growth plans of developing 
countries with financial aid. Britain, for 
example, has a wide-ranging and flexi¬ 
ble programme of government aid. 
Over the last three years, the UK govern¬ 
ment has followed a policy of giving 
priority to the poorest countries and 
the poorest people in those countries. In 
addition, aid to the poorest countries— 
those with a GNP per head in 1976 of 
fewer than g 280 US—is given entirely 
on grant terms. 

The most promising sign is that govern¬ 
ments and peoples are beginning to ap¬ 
preciate the reality of interdependence. 
The search for more effective internatiohal 
economic cooperation will continue. 

Courtesy : London Press service 



The PM hopes the Janata Patty, will 
achieve unity In s/x months. 
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Synthetic fibres lack lustre in USA 


Tfm Chate Manhat^ Bank in Its stwfy on synthatic flbrss which 
appaarad In Its bhmonthly publication ‘Businasa In Brlaf says that 
doubts about tha Industry's basic strangUt hava baan dispellad. Yat tha 
tacotmy from the recession has not bwn strong enough to make up 
for Increase In capacity. 


Swthetic fibres in the United States— 
long a remarkable growth industry—have 
yet to snap back from the 1973-75 reces¬ 
sion. Demand is expanding again but with 
far less than its pre-recession vigour, and 
new plants begun then have come on 
stream. As a result, low operating rates 
and weak prices are leaving producers 
with little opportunity to offset higher 
costs. Given the outlook for only modest 
expansion in economic activity next year, 
synthetic-fibre markets are not expected 
to resume their typical robust growth. The 
situation has led producers in the Unitad 
States and western Europe to seek relief 
from imports, which have increased greatly 
in the past two years. This will be done, 
it appears, within the framework of a 
renewed GATT-related international tex¬ 
tile agreement. 

remarkable progress 

Markets for synthetic fibres have under¬ 
gone remarkable expansion. From 1955 
to 1973, world production of cellulosic 
and non-cellulosic fibres grew 9.0 per cent 
per year to reach 26.4 billion pounds 
(see the box for technical information.) 
Noncellulosic rose over 20 per cent yearly 
to reach 18.3 billion pounds. The introduc. 
tion of synthetics offering high perfor- 
monce led to substitution for natural fibres 
in established products—either wholly or 
in blends—and to the creation of entirely 
new uses. Larger markets enabled pro¬ 
ducers to take advantage of economies 
of scale and lower prices. This increased 
the competitiveness of synthetics and thus 
accelerated expansion. 

In the United States, synthetics account¬ 
ed for only 28 per cent of the 6.7 billion 
pounds of fibres used by domestic textile 
ipills in 1955. By 1976, man-made fibres 
held 70 per cent of textile mill consump¬ 


tion totalling 11.6 billion pounds. About 
38 pounds of man-made fibres were con¬ 
sumed per capita last year, around four 
times the 1955 amount Such figures hint 
at how much the fabric of modern life is 
interwoven with synthetics—a colourful 
tapestry of polyester knit suits and slacks 
and blended shirt.s, nylon carpets and 
hosiery, and acrylic sweaters. 

Demand for textiles and apparel is sen¬ 
sitive to business cycles, since such pur¬ 
chases can generally be postponed for a 
while. Thus, despite underlying strength 
from market development, growth in the 
synthetic-fibre industry had tended to be 
cyclical. The world boom of 1972-73 
brought the industry extraordinary growth. 
From 1970 to 1973, shipments by US 
manufacturers jumped 62 per cent, while 
world production surged 39 per cent. At 
the peak, producers were hard-pressed to' 
fill orders. US noncellulosic plants ran at 
over 94 per cent of capacity, and output 
was further constrained by scarcities of 
feedstocks for the petroehemical-based 


synthetics. Because strong markets and 
capacity limitations were world-wide, excess 
US demand for synthetics could not be 
met with imports, which declined in 1973. 
Naturally, fibre markers scurried to ex¬ 
pand facilities and build new ones. 

The Arab oil embargo and world-wide 
recession caused a downturn more severe 
than the industry’s previous cyclical snags. 
While shipmenu by US producers fell 8.5 
per cent in 1974, they plunged by 37 per 
cent in the final two quarters. As demand 
fell and operating rates declined, producers 
were caught between weak prices and 
soaring costs—especially for petro¬ 
chemicals. 

Doubts about the industry's basic stren¬ 
gth were dispelled in 1975. Noncellulosic 
shipments by US manufacturers Jumped 
66 per cent over four quarters and were 
up 26 per cent on the year, outpacing a 
weak economy. Growth continued in 1976 
as shipments rose 7.6 per cent, to a new 
high. Nonetheless, recovery was not strong 
enough to make up for increases in capa¬ 
city, which rose 30 per cent from year*end 
1973. After demand faltered wi'h the eco¬ 
nomic lull in mid-1976, prices slipped and 
plant operating rates averaged just 73 per 
cent. 

In 1977, US manufacturers of synthetic 


Synthetic fibres are grouped into celluloslcs and noncellulosics. The 
former—rayon and acetate—are chemically regenerated cellulose, made 
mostly from wood and therefore not wholly synthetic. The latter Include 
true synthetics msde by polymerizing petrochemicals, as well as fibres 
made from other materials such as glass and metals. The major true 
synthetics are polyester, nylon and acrylics. 

Lacking strength, rayon and acetate are most used in apparel and 
home furnishings for lustre and dye effects. Polyester, the leading synthe¬ 
tic, offers natural feel and lightweight comfort, plus tensile strength greatly 
valued in knitting and weaving. Nylon gives great strength and abrasion 
resistance desired, for example, in carpet and tyre cord. Acrylics offer 
colour and wool-like feel and bulk in products such as sweaters. Stronger 
and more versatile, the petrochemical-based fibres have grown to take 81 
per cent of US synthetic consumption. Between 1960 and 1976, annual US 
output grew 24.3 per cent for polyester, 10.6 per cent for nylon, and 10.0 
par cent for acrylics. 
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fibret li»v» done soaiewliat bettw. Their 
shipments of noncellolosics are aboot 12 
per cent ahead of last year’s pace. Output 
is around 85 per cost of capacity and 
prices ate holding op. fn comparison, 
synthetic fibre markets in western Europe 
are severely depressed. With capacity uti¬ 
lisation only about 70 per cent, major 
companies there have closed plants and 
laid off workers to stem operating losses. 

Aithou^ synthetic fibre sales are out¬ 
doing last year’s performance, US manu¬ 
facturers still face difficulties. Demand is 
off the historical trend and has not fully 
absorbed capacity additions spawned in 
pre-recesuon optimism. Prices have firmed 
but need to make up for the huge escala¬ 
tion in costs. Margins must also cover 
replcement of plant and equipment—now 
vastly more expensive—as well as invest¬ 
ments required for pollution control and 
safety regulations. Meanwhile, a larger 
crop this season has lowered the price of 
cotton, making it more competitive with 
synthetics. 

rising imports 

Rising imports are also a cause for con¬ 
cern. Imports of both synthetic fibres and 
the fibre content in textile products dec¬ 
lined in 1974 and 197S along with total 
US demand for fibres. Last year, however, 
they jumped 22 per cent to gain almost 
10 per cent of US textile mill consumption 
of synthetics. Available data suggest a 
rise of around nine per cent this year. 
Although Imports have not regained their 
peak market share, they cause difficulty 
for sales and profitability of US manufac¬ 
turers. 

The future course of imports is to be 
shaped by the new Multi-Fibre Arrange¬ 
ment (MFA) negotiated under the Gene¬ 
ral Ageergement on Tariffs and Trade. 
The past agreement, which expired at end- 
1977, required at least six per cent annual 
growth in bilaterally negotiated import 
ceilings. Renewal has been difficult because 
of differences between exporters and im¬ 
porters over the growth formula. The for¬ 
mer are mostly developing countries which 
desire growing textile exports for their 
economies. The latter—notably European 
Economic Community members, but also 
US producers—have not wanted to agree 


to sudf^U steep inorease in hqports udiile 
their fibre and textSe industries ate 
in deufl'^tress. 

The',|MiWMFA extends its predecemor 
throu^ 1982, but with allowances for less 


NouMMitetle PradveOoB and Capaelly 
In Uw UnNad Malaa 



rapid growth in import ceilings. The 
United States has already negotiated two 
mqjor bilaterai agreements which eiibcUve- 
iy hold quota increases through 1982 to 
4.8 per cent per year. These tighter cons¬ 
traints suggest that US producers should 
in the future receive a larger share of the 
domestic market in times of strong 
demand. 

After rising about 11 per cent this year, 


US ptodueer’s slifpmeBts of tieii^idqsiei. 
ate expected to grow las in i978-H»Q^ 
seven percent. The dmnestic economy it 
likely tb alow down-: OmqpetidQn ftom 
cotton wifl Btiflhn 'whfle exports ate expect¬ 
ed to remain weak. Since gains in demand 
will abontoffmt new capac^, operathif' 
rates will not improve mudi. Producers 
may have difficulty in lifting prices enough 
to eliminate the current cost squeexe. The 
outlook for weak economic growth in 
western Europe suggests that producers 
there will not see rigniflcant improvement 
in their soft markets. 

Over the longer term, growth in US 
non-cellulosic production is expected to 
run about 8 to 10 per cent per year—well 
below past experience. Synthetics have 
largely penetrated natural-fibre markets, 
while US economic expansion is likely to 
be less rapid. In addition, fibre prices 
will have to reflect ever-more-costly oil 
and gas needed for petrochemical inputs. 
However, prospects for eanungs over a 
period of time are favourable. Demand is 
expected to catch up with capacity, clear¬ 
ing the current excess and thus enabling 
most producers to .regain adequate profit 
margins. 
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One of the serious difficulties in maintaining 
industrial peace sprints from the rivalry of politi¬ 
cal parties. The decision to observe industrial 
truce has synchronised with marked political 
activity in the country. Though it is true that the 
achievement of freedom has made one party 
exceedingly powerful, there are others smaller 
ones which are capable of making trouble. There 
is still much scope for organisation among 
industrial workers and it is not juKt for nothing 
Che organisers move in labour **bustees'' and 
bring the workers to their side. Each political 
party in its enthusiasm to win the confidence of 
the workers promises the richest plum to them. 
Within certain limits, such activities are 
unavoidable so ^ long as the country believes in 
democratic political rights. But unfortunately 
trade union politics in this country is showing 
alarming signs which bode ill for the welfare of 
the working class and of the country at large. 


When politicians keep the interests of their parties 
before the interests of the nation, co-opccation 
for the common good is not forthcoming. And 
this is precisely what is happening in some 
sections of our working class organisation. 
Workers are being misguided and kept in a state 
of perpetual agitation. A successful strike is 
regarded as a means for achieving popularity. 
Personal prestiite of labour leaders stands in the 
way of observing industrial truce. To stage a 
strike and be the idol of the workers* Is more 
attractive and thrilling than to spread the tenets 
of industrial peace. It will be unrealistic to ignore 
the impact of polities on the strike situation. In 
dealing with their own employees, the govern^ 
ment also have faced similar difficulties. Recently 
what has happened in Calcutta should be 
sufficient to convince anyone that fermentation 
of strikes has become the creed of some political 
leaders. 
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inflation and poverty 


W«r Against Inflatioin-Tlia Story of the Falling Rupee: 1943-77; C. N. Vakil; The 
Macmillan Company of India Limited; Pp 338; Price Rs 25. 

Behaidofv tf Prices in India: Santi K. Chakrabarti; The Macmillan Company of India 
Ltd; Pp 202; Price Rs 50. 

Fninrc is Manageable-^Schumacher’s Lectures: Compiled'and Edited by M.M. Hoda; 
tmpex India, New Delhi; Pp 96; Price Rs 30. 

Rural Development in Action: Uma Kant Srivasta and P.S. George; Somaiya Publi¬ 
cations Pvt. Ltd; Pp 250; Price Rs 45. 

Commanications: Madhoo Pavaskar and R.R. Kulkarni; Bombay Popular Prakashan; 
Pp 100; Price Rs 30. 

Economics of Textile Trade and Industry in India; H. R. Aiyer; Vora A Co. Publi¬ 
shers Pvt. Ltd; Bombay; Pp 106; Price Rs 12.50. 


Prof C.N. Vakil, the doyen of the Indian 
economists, has been waging a war 
against inflation single handed for some 
time and now with the able theoretical 
assistance of Dr P. R. Brahmananda. 
War Against Inflation—-The Story of the 
Falling Rupee, 1943-77 aims at record- 
ing the history of the author*s valiant 
fight against inflation and his efforts to 
show how inflation has come in the way 
of economic progress of the country and 
removal of mass poverty and ‘‘how the 
maintenance of comparatively stable 
price level in the context of a priority of 
wage-goods in the planning process, will 
go a long way in solving our chronic 
problems of poverty and unemployment 
which still face us in spite of economic 
planning for over 25 years,” 

historical dsvelopments 

The reader meets here various historical 
developments such as the state of conti¬ 
nuous inflation since 1943, methods of 
financing the war operations of the 
allies, the author’s publication of the 
book ‘The Palling Rupee’ in 1943, his 
famous controversy over the issue of 
inflation with Mr G.D. Birla, the 
‘Economists’s Manifesto’ signed by 20 
leading economists of India, issue of anti- 
inflationary ordinance by the government 
in May 1943, Dr J.C. Kummarappa’s 


Reviewed by Academlcus 

arrest for writing articles about inflation, 
the author’s opposition to the applica¬ 
tion of the Keynesian theory to deal with 
the anticipated post-war depression, the 
author*« warnings against deficit financing 
as a method of financing of five year 
Plans, the hyper-inflation consequent on 
war with Pakistan over Bangladesh issue 
in 1971, the memorandum submitted by 
the author to the prime minister in 
February 1974 on ‘Policy to Contain 

BOOKS ~ 
BRIEFLY 


Inflation* on behalf of 150 academic 
economists, anti-inflationary measures 
announced and adopted by the govern¬ 
ment*, halt in the price rise in 1975 and 
gradual emergence again of inflationary 
pressures since 1976. What this book tells 
in effect is not just the author’s fight 
against inflation but the tortuous course 
through which the Indian economy has 
gone during the pre and post-indepen¬ 
dence period and the light in which the 
author saw and interpreted those deve¬ 
lopments. 

According to the author, the country 
has been living in a state of continuous 
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inflation since 1942-43 which means that 
the value of the Indian rupee has been 
continuously falling. The author had 
repeatedly pointed out that “deficit 
financing as a policy was not suited to 
our country.” But the government always 
relied upon that policy throwing normal 
caution to the winds and the actual deficit 
financing almost always exceeding the 
estimated budget deficits. The author 
has rightly emphasised that inflation has 
been continuously depriving the poor of 
their share of the gains of development. 

The author found that whenever govern¬ 
ment adopted antiinflationary measures, 
they were not thorough-going. According 
to him, the Janata government’s budget of 
June 1977 contained additional inflation- 
acy potential and therefore his war against 
inflation must continue. 

wage-goods model 

The memorandum of April 1977 
advocated “a legal provision for a ceil¬ 
ing on the growth of money supply as 
the main answer to the inflation, the 
other suggested remedy being planning in 
favour of ‘Wage-Goods Model’ (i.e. more 
production of consumer goods agd their 
availability at lower prices, more employ, 
ment, abondonment of deficit financing 
and greater balance between demand rad 
supply of consumer goods in India). As 
the government’s policy affects us all, in 
a democracy people must be educated in 
all these matters concerning inflation so 
that they can bring pressure on govern¬ 
ment and make them evolve and imple¬ 
ment suitable anti-inflationary policies. 
The author has made an appeal to acade. 
mic economists to rise to the occasion and 
play this role of educating the people in 
the nature of economic development. 

Since the vast majority of people in 
India are poor and as there is absolutely 
no possibility of their incomes rising in 
proportion to the price rise, it follows that 
pursuit of inflationary policy and conti- 
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nuance of inflation will only further 
impoverish the masses. The first require¬ 
ment of the successful fight against mass 
poverty therefore is to stabilise prices. The 
author is perfectly right in insisting on 
this point. But inflation is an extremely 
complex phenomenon and is the con$e|> 
qnence of the entire strategy of planning 
and growth; and therefore to point to 
deficit financing or creation of additional 
money as the main or the only cause of 
inflation may not be correct. As shown by 
Dr S.K. Chakrabarti in his book which 
is also reviewed in these columns along 
with this book, it is not so much the 
quantity of money as the pattern of its 
investment that determines the general 
price level. If the additional money results 
in higher proportion of investment in the 
agricultural sector with higher agricul¬ 
tural production and cheaper agricultural 
produce, the general price level will 
decline; if on the other hand, greater 
proportion of the additional money is 
invested in the industrial sector, higher 
level of industrial production would tend 
to push up the general price level. 

Prof C.N. Vakil will do well to examine 
this aspect emphasised by Dr S.K. Chukra- 
barti. This would also me.tn that putting 
a ceiling on the rate of increase of money 
supply limiting it to the rate of growth of 
real output in the economy would super¬ 
ficially appear to be the most effective 
way of controlling inflation; in effect such 
a policy may not succeed in attaining the 
objective because as Dr Chakrabarti has 
shown it is not so much the overall 
growth rate of the economy as its com¬ 
position that determine the price level. 
Simultaneous reading of these two books 
by C.N. Vakil and S.K. Chakrabarti only 
shows how compi<.'x the phenomenon of 
inflation is and that trying to tackle it 
by waging war on any single front such as 
controlling quantity of money supply is 
more likely to prove futile, if not create 
more problems in the process. 

COMPLEX PROCESS 

Dr S.K. Chakrabarti has made an 
attempt in his book. Behaviour of 
Prices in India, “to identify the major 
forces which have shaped the course of 
prices in India during the period 1952 
to 1965”. This subject has received consi¬ 
derable attenii<m from the Indian and 


fbrei^^ authors. MlMi Friedman, 
Weinhpub. K.N. Rqj « number of 
others-ifaave analysed this problem and 
N.V. Narasimham and R. Agarwala have 
provided econometric models to explain 
the price situation in India. The main 
argument of this study which deals with 
this oft-discussed subject is that “it is 
futile to try and explain the phenomenon 
of inflation in terms of a simple casual 
process....” The NCAER put forward a 
thesis in 1956 that the Indian inflation 
(and inflation in general) is the result of 
a multiplicity of factors operating in a 
complex manner-supply shortages, in¬ 
creasing money supply, large-scale govern¬ 
ment expenditure and rising wage costs, 
balance of payments deficits and so on. 
But according to the author, “no clear 
picture of the pattern of interaction 
among these variables emerges from the 
study; nor does it try to estimate numeri¬ 
cally the magnitude of the influence of 
each on the price level.” This is a unique 
approach which has not received atten¬ 
tion by any author so far and therefore 
this study which is an abridged version of 
the author’s PhD thesis done in the 
London School of Economics during 
1968-70 deserves very careful attention 
both by acadamicians and policy-makers. 

influencing factors 

With the help of econometric models 
the author has given the idea of the 
several factors that have shaped the 
course of prices in India over the period 
1952-66 as also the numerical measures of 
the strength and direction of the influence 
exerted by each factor. The author has 
found that per capita output of cereals 
has had a strong negative impact on all 
prices. The author has also shown that 
the increase in the output of non-food 
agricultural products (i.e. industrial raw 
materials like raw cotton, jute, oilseeds, 
tobacco etc) leads to a fall in the prices of 
these commodities and therefore in the 
prices of manufactures. On the other 
hand, increase in non-agricultural output 
(i.e. output of manufactured goods) has a 
positive impact on all prices. 

In the author’s model these effects origi¬ 
nate in an increase in prices of cereals 
following an increase in non-agricultural 
real income. Non-agricultural real income 


can be regarded as a fimerion piiai)|i^.^ . 
industrial output aqd itb seenihitlia 
increase in industritd oo^ut will raiie- ^e 
prices of< industrial raw itaateriaU and 
therefore of finished manufactures, The 
author has also shown that an increase 
in industrial output does not directly 
reduce prices of industrial products. 
The author’s analysis thus shows that 
“increase in agricultural production tenth 
to reduce prices while increase in indus¬ 
trial production, in general, tends to raise 
them.” From this it follows that, “for 
the purpose of containing inflationary 
pressures, composition of the national 
product is more relevant than the rate of 
growth of the aggregate.” 

positive impact 

The author’s model also shows that an 
increase in the quantity of money “has a 
significant positive impact on all prices; a 
one per cent increase in per capita money 
balances will raise the general price level, 
by 0.5 per cent in the same period and by/ 
0.8 per cent in the long run.” However 
the author has emphasised that “expan¬ 
sion of the money stock is likely to]be 
associated for one reason or another, 
with some increase in real output.” . ; 

The author has concluded thf^ the 
total effect of an increase in shjek of 
money on prices will depend on tjfie com¬ 
position of the increase in outpvn as well 
as the extent of this increase. I 

The findings of the author air/ extremely 
revealing and contrary to sf/tne of the 
commonly accepted assumptions. The 
author’s findings at least partly invali¬ 
date the generally held assumption that it 
is the government’s indiscriminate increase 
in the quantity of money that has been 
solely responsible for the steep rise in*^e 
price level since 1956. If a significant pt^ 
of the add tional stock of money we^^ 
invested in the agricultural sector anV^ 
especially in the production of foodgrains'^\ 
that would have resulted in lowering of the\‘ 
price level; if on the other hand, the cm- ’ 
phasis were on huge investment out of the 
additional stock of money in the indus¬ 
trial sector, it would result in a rise in the 
price level. Thus it is not so much the 
quintity of money as the pattern of invest¬ 
ment that determines the general price 
level. Also those who talk of increasing 
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;,4i|«toCk of DROD^ ooly io ptopeitioa to 
ttinte of growtfi ia real output io tbe 
ec^omy ae a measure to stabilise price 
lewl should ncde t^tsudi an increase may 
not always result in attaining the objW 
tive of price stability, because as the 
author has shown, it Is not so much the. 
rate of growth of the economy as the 
composition of the increased output that 
would have major induence on the price 
level. The findings of the author, if found 
vtdid on fbrther empirical testing, should 
compel rethinking on the part of those who 
lay emphasis on the quantity of money as 
the major or the only determinant of the 
general price level. 

CONCURRENT CRISES 

Dr £.F. Schumacher is a western philo¬ 
sopher who has fully imbibed the wisdom 
of the east. He was a “powerful ambas- 
sador of the Eastern thought and philo¬ 
sophy in the Western world”. Unfortu¬ 
nately the industrial civilization of the 
20th century has made man subservient to 
machine; Schumercher, the philosopher as 
also a practical economist, made an 
attempt to reestablish the supremacy of 
man over machines and material goods. 
He delivered a few lectures under the 
auspices of the Gandhian Institute of 
Studies. The book Future is Manageable — 
Schumacher's Lectures contains those five 
lectures and *A Dialogue with Schumacher’ 
at his press conference in Delhi in 
1973. 

The first lecture is on ‘Small is Beauti¬ 
ful', a subject which the author later 
expanded into a book with the same title. 
In this article the author has maintained 
that the affluence of a small part of the 
world seems to be engulfing the whole 
world into three concurrent crises which 
may be called: the crisis of resources, the 
crisis of ecology, and human crises of alie¬ 
nation or disorientation. Gandhiji stated 
more than SO years ago that the modern 
civilization will destroy itself, a prediction 
which the Club of Romemade only recent¬ 
ly. The author as a solution has recom¬ 
mended the Gandhian prescription. He 
wants that all economic reasoning starts 
from the genuine needs of the people; 
there should be revitalisation of agricul¬ 
ture and non-agricultural activities in rural 
areas; there should be avoidance of 


Mcessiveconcentratioii^ M popidation in 
large cities; there dtosiild be developed 
policies for the systematic utilisation of 
human labour which is the greatest 
asset. 

The author has emphasised ‘smallness 
rather than giantism*, 'simplification 
rather than growing complexity’, ‘capital¬ 
saving rather than labour-saving’ and 
‘non-violence rather than violence’ interpre¬ 
ted in the broadest sense. He also has 
emphasised the development of an inter¬ 
mediate technology which would enable 
millions of people to put their labour to 
best productive use. Giantism has Its own 
logic and compulsions as exhibited from 
the fact that the USA with 5.6 per cent of 
the world population has been consuming 
up to 40 per cent of world’s raw material 
supplies. No wonder this has resulted in 
misery for vast masses in the third world 
countries. The world will have to evolve 
and accept a human scale wherein each 
individual can put his abilities to the best 
use and satisfy his creative faculties and 
instincts. The author has repeatedly em¬ 
phasised that man should be the centre of 
econcpiics and not goods as has happened 
in the western countries at present. 

doomiday theorists 

In ‘A Critique of Doomsday Theorists’, 
the author has examined the report called 
‘Limits to Growth’ produced by the Club 
of Rome. The essence of that report is 
that infinite growth in a finite environment 
is not possible; and that if the present 
trends in the USA and western countries 
continue, it would mean 'death by growth’. 
The report of the Club of Rome suggested 
as a remedy that world's population and 
capital plant should be kept constant in 
size so that the birth.rate equals death- 
rate and capital investment rate equals the 
depreciation rate. Schumacher has pro¬ 
tested that ‘‘purely quantitative concepts 
are good enough to raise a warning but 
arc totally unsuitable for finding solu¬ 
tions.” They are not operative concepts 
nor are they meaningful. Are two additio. 
nal people to be procreated in a country 
like Zambia, only if there are two less in 
some other country like Japan? That way 
he finds even the concept of world popula¬ 
tion or world capital stock meaningless 
and a great intellectual error. Virtually the 


rich 15 per cent own and use most of the 
capital stock of the world, and resources 
used by an average American can sustain 
50 Indians* 

The author therefore disagrees with 
the prescriptions suggested by the Club 
of Rome. In its place he has insisted 
on the need for a qualitative diagnosis. He 
finds modern technology as employed in 
the western countries monstrously ineffi¬ 
cient from the point of view of survival 
of mankind as it leads to exhaustion of 
fossil fuels which are exhaustible and to 
ecological crisis through pollution. 

quantitative approach 

The Club of Rome accepts nuclear 
energy as a breakthrough extending limits 
to growth. The author is in complete 
disagreement with this view. He writes; 

“. ..they are evidently so wedded to pure 
quantity that they cannot appreciate the 
awesome qualitative impact on what they 
arc talking about. The quantitative ap¬ 
proach, which almost totally neglects the 
essence of thinks and knows nothing but 
‘units’ whether people, or capital, or areas, 
cannot help us find solutions because our 
problems have arisen precisely from this 
approach. What is required is detailed, 
honest, painstaking work, to create a 
technology with a human face.” He sincere¬ 
ly hopes that the third world countries 
and notably India should give lead to the 
world in this respect and not just follow 
the wrong path adopted by wAtern coun¬ 
tries. “There are many things without 
which life can be better than with them.” 

In his article on ‘Social Responsibilities 
of Organisation', the author has raised 
very vital issues. He opines that it is an 
immense privilege to a person in a poor 
country to obtain higher education. It 
takes 30 persons to support one person in 
a college which means college education 
of one person over a period of 5 years 
costs society 1 SO man-years. Obviously, 
an educated person having got higher 
education should not think only of pri- 
vileges for himself but should think of 
paying back at least to some extent the; 
obligations of society which ^has afforded! 
him an opportunity of higher education. 
The author has analysed the problems of ] 
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size of producUoQ units, labour partioipa* 
tion in management and humanising work. 
While diswssing these proUems, tiie 
author has not looked at these things 
from purely academic point view but 
has quoted from his personal experiences 
as in the case of the Scott Bader enter¬ 
prise in chemical industry. 

In the article on ‘Clean Air and Future 
Energy’, the author has emphasised the 
great importance for the survival of human 
race of protection and conservation of the 
environment in which humanity lives. 
Economic growth has become a . sort of 
an obsession and the term ‘uneconomic’ a 
word in the current vocabulary of con¬ 
demnation. Every success is measured in 
terms of monetary profit. But it is not 
appreciated that “what is good for Gene¬ 
ral Motors may not be good for the USA”. 
It is this economism that has turned large 
American cities into seedbeds of riots and 
civil war. “Throughout the US the big 
cities are scarred by slums, hobbled by 
inadequate mass transportation, torn by 
racial strife and half-chocked by polluted 
air;” Private opulence is accompanied by 
public squalor. The author has shown that 
in the USA in spite of tremendous econo¬ 
mic progress, “the life expectancy of a 
white male aged 45 years has increased by 
only 2.9 years since 1900, and that of 65- 
ycar-old man by only 1.2 years. All sorts 
of degenerative diseases have made their 
appearance on a large-scale and average 
per capita medical expenditure in the USA 
is about five dollars a week. All this 
is due to blind pursuit of material 
goods. 

dangers to humanity 

While one talks of peaceful uses of ato- 
mic energy, its dangers to humanity are 
hardly mentioned. Radiation particles are 
like bullets and in the case of Carbon-14 it 
takes nearly 6000 years for its radioactivity 
to decline to one-half of what it was before. 
And as yet no international agreement has 
been reached on disposal of nuclear waste 
which is mounting at a frighening rate. 
What matters is the “direction of scienti¬ 
fic research—it should be towards non¬ 
violence rather than violence; towards an 
harmonious cooperation with nature rather 
than warfare against nature; towards 
noiseless, low-energy, elegant and econo¬ 


mical Kjiations noimally i^lflied in natun 
rather itum the noisy, Ugh^^neigy, bndal« 
wasteful; and clumsy solutions of our 
presentdV science.” 

Schumacher’s artide 6n the problem of 
unemployment in India is one of the best 
ever written and with cogency rarely 
found among the sophisticated theoreti¬ 
cians. There are, according to the author, 
four essentials if a man Is to be in employ¬ 
ment. First, there most be motivation; 
second, there must be know-how; third, 
there must be some capital or assets to 
work with (since mere human hands can¬ 
not by themselves do much), and fourth, 
there must be someone to purchase what 
has been produced. As regards motiva¬ 
tion, if people do not want to better their 
lot, the matter ends there and nothing 
can be done. The problem of know-how 
has to do with the pattern of education. 
If education at the end of a long career 
leaves as man without relevant know-how 
it is pure waste. 

•mphatis on small industry 

As regards capital, with 13 per cent 
of GNP saved, there would be in a 
country like India hardly Rs 1000 of 
capital per head. This necessarily leads 
to the emphasis on small-scale and village 
industries because in capital-intensive 
large-scale industries it takes more than 
Rs 70,000 to create one job. As regards 
who should purchase goods produced, 
it raises a vital problem as the vast poor 
have limited purchasing power. But the 
author has suggested extensive public 
works programme (to be financed, by tax¬ 
ing the rich, or if necessary even by defi¬ 
cit financing) which would create both 
incomes and demand for goods produced 
by the vast newly employed. 

For readers who have been constantly 
reading conventional economic analysis 
written mostly by western authors or their 
Indian followers reading of this book 
would be like breathing fresh air. Of 
course, Gandhiji has said all these things 
more than 50 years ago. What Schuma- 
ebar has done is that he has expressed 
Gandhain ideas in modern economic 
jargon thus attracting the attention of 
even the western world. No wonder 


Sohnmadier cslb the giMtctt 

economist of all timet! 

RURAL OeVRLOPMilIT 

After independence, a number otpai- 
grammes and projects for rural devdop- 
ment have been initiated by govemmmit 
and a number of non-oflficial agencies. 
While there have been numerous evalua¬ 
tion reports on rural development pro. 
grammes initiated and implemented by 
government, there are very few studies 
analysing the experience of voluntary 
organisations involved in the work of 
rural development. The study Sural 
Development in Action, by Uma Kant Sri- 
vasta and P S. George makes an attempt 
to evaluate the rural development projects 
undertaken by a voluntary agenqy—the 
Bharatiya Agro-Industries Foundation 
(BAIF), Uruli Kanchan near Poona. The 
study covers four major projects namely, 
the lift irrigation programme, the cattle 
development project, the joint cooperative 
farming society, and the tractor-hiring unit. 
The authors have focussed their attention 
on three basic questions: (a) What exactly 
has been achieved at Uruli Kanchan? (b) 
Can it be repeated? Naturally the authors 
have tried to draw some general conclu¬ 
sions regarding planning and implemen¬ 
tation of rural development programme 
on the basis the experience of BAlF. 

The Bharatiya-Agro-Industries Founda¬ 
tion has made some pioneering efforts in 
the sphere of rural development. Thisstudy 
while making some observations on viabi¬ 
lity of various activities undertaken by 
the BAIF also analyses strategy adopted 
for various programmes with a view to 
determining the pre-conditions for the 
success of integrated rural development. 

The activities at Uruli Kanchan were 
initiated and guided by Mr Manibhai 
Desai, an inspired disciple of Gandhiji. 
The major activity undertaken to incMase 
the income of the farmers has been the 
provision of facilities for full utilisation of 
available water resource and education 
of farmers to adopt suitable farming 
technology. Also, arrangements-have been 
made for tio^y supply of various inputs 
like quality seeds, fertilisers and market 
facilities. Facilities for hiring tractors are 
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ia|« to ipfdhoae sitoh Jmiyy 

«KdjiUiit(d*i^leai^ To suiipMuMitt 
.h^Bsm^ iapome feom s^icdton, the 
b4iP hu enconnifed estaUiihmait and' 
ra|niag of allied activities. For exam- 
ptf, Oatde development activities were 
at various centres; a joint farming 
soc^y came to be established to help 
ee^ension activities; various Infrastructure 
facilities for development are being pro¬ 
vided ^ improve the quality of life in 
the rural area. 

The BAIF started lift irrigation pro¬ 
gramme in 1969. By January 1974, 
2$ schemes were in operation, 12 under con- 
^ruction and six in proposal stage. The 
authors decided to analyse effects of lift 
irrigation scheme by selecting two operat¬ 
ing schemes which had been running for 
three to four years and two bench-mark 
lifts which were just about to start func¬ 
tioning. It needs to be emphasised that 
as loans for Uft schemes by the govern¬ 
ment of Maharashtra proved insufficient, 
the entire scheme came to be financed by 
the Bank of India. 

Whatever the criteria applied—pay¬ 
back fperiod, net present value, internal 
rate of return, and benefit-cost-ratio—it 
was found that all four criteria were satis¬ 
fied by the lift irrigation projects under¬ 
taken for study. But it should be 
noted that even if a project becomes non- 
viable on purely financial ground, it might 
become socially acceptable if its overall 
net benefits to farmers are taken into 
account. 

divwrsifled cropping ' 

It was found that farmers under the 
operating lifts had a more diversified 
cropping pattern than farmers under 
bench-mark lifts. Also, small farmers 
under the operating lifts had the highest 
cropping intensity. With availability of 
water, the idle capacity of bullock-labour 
became optimally utilised on farms under 
operating lifts. Also, it was found that 
while, the farmers* under the bench-mark 
lifts used an almost negligible amount of 
biological inputs, the farmers under ope¬ 
rating lifts incurr^ the largest proportion 
of their total costs on these inputs. Quite 
obviously, net fium income per acre was 

wmbN KXMioiaR 


^Mmd to be mn^,^^in ^easeof 
fkmtt imder operate coiqpated to 
liHQis under bmdi-ioai^ Ufts. This was 
found true for all funi: sizes. The aver¬ 
age net farm incoim per tuen of farms 
under tqierating lifts was nine times that 
of farms under bench-mark lifts. All the 
farm size groups under operating lifts 
experienced an increase in farm income 
and family labour income and a decline 
in non-farm income over farms under 
bench-mark lifts. On an average farmers 
under operating lifts were found above the 
poverty line and those under bench-mark 
lifts below the poverty line. 

The cattle development programme of 
the BAIF aimed at increasing milk pro¬ 
duction of dairy cattle through effective 
breeding, feeding and management prac¬ 
tices. Cross-breeding of exotic breeds 
with indigenous cattle, establishment of 
veterinary facilities, production of good 
quality fodder and extension activities 
were all taken up. It was found that net 
return (about Rs 2,300) from a cross¬ 
bred cow during an intercalving period 
was about double the return from a purely 
local cow. The BAIF was running 23 
centres in 1974 and was able to recover 
its costs from farmers. 

cooperative farming 

The BAIF organised a joint cooperative 
farming society in 1961 to improve income 
of participant households as well as to 
serve as a seed multiplication farm and 
demonstration centre for neighbouring 
farms. The society could pay back all 
borrowed funds and the participating far¬ 
mers could earn higher profit per acre 
than farmers outside the society which 
also helped to strengthen the society’s 
efforts to spread high-yielding varieties of 
seeds and its extension work for improved 
crop rotation practices. The demonstra¬ 
tion effect also showed the immense pos¬ 
sibilities of “raising incomes on even the 
worst possible land of the area.” 

The experience of the tractor-hiring 
unit (with 13 tractors) showed that the 
investment was justified on the basis of 
any one of the four criteria viz. pay-back 
period, net present value, internal rate of 
return, and benefit-cost ratio. It was also 
found that (a) tractor farms used a larger 


amount of inputs for etep protlnotbn; 
(b) the availability of tractors did not 
decrease hired labour utilisation on the 
forms; and (c) net form income per acre 
increased only in the case of farmers with 
less than five acres. 

Inssons drawn 

The most important part of the book is 
the lessons drawn by the authors from 
their analysis of various programmes by 
a non-official organisation like, the BAIF. 
It is pointed out that the success of such 
projects depends to a great extent on the 
proper identification of activities suitable 
for the area. The second lesson is that acti¬ 
vities included in the development plan 
should be complementary in nature to 
make a proper impact. Third, plan 
implementation will be eSective if both 
beneficiaries and participants are involved 
in the planning process. Fourth, the 
likelihood of success of plans would be 
increased if activities' are taken up in a 
phased manner. Fifth, persons in the 
organisation involved in implementing the 
projects should have a sense of belonging 
to the organisation. Sixth, while the 
type of organisation should not be a 
major consideration, it would however be 
better to avoid multiplicity of organisa¬ 
tions. And last, voluntary organisations 
should not revolve their activities around 
a single person however dedicated be¬ 
cause when this person is no mote, the 
organisation for all practical purposes 
ceases to operate or be effective. ' 

This study by Uma Kant Srivasta and 
P.S. George is of great relevance to the 
solution of the basic problem of India, 
namely increasing mass poverty in rural 
areas and growing inequalities. The study 
shows, negatively, why governmental 
organisations es'en with enormous funds at 
their disposal can at the most register only 
limited success in solving the above pro¬ 
blems and on the positive side it shows 
that the main effort will have to come from 
non-governmental and voluntary organisa¬ 
tions in which people of the area must be 
made to get fully involved. It is on 
extremely valuable lesson which has been 
neglected so far. It is hoped that here¬ 
after planners and policy-makers will 
learn worthwhile lessons from experiments 
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such as those of oon.govemmciitai organl- 
sations like the BAIF. 

GIGANTIC PROBLEM 

CommuDication has a vital role to play 
in building up both the human capital and 
economy of the country. Communication 
includes all methods of disseminating in¬ 
formation, knowledge, thoughts, attitudes 
and beliefs. In their perspective study, 
Communication, the authors have made an 
attempt **to visualise the quantitative and 
qualitative requirements in respect of 
various means of communication at the 
beginning of the next century when India's 
population is expected to be around one 
thousand million, thus adding 'Second 
India* to the existing one.’* Quite naturally 
the projections are rather indicative than 
precise; they are intended more to indicate 
the magnitude of the task ahead so that 
planning and its implementation may pro¬ 
ceed from now onwards. Among the 
various alternatives open before the 
authors, they have based their projections 
on the assumption of five per cent annual 
growth rate of the economy. Since the 
authors are going to analyse different media 
of communication, naturally* the back¬ 
ground must be kept in view-India with 
about 600 million people, 560,000 villages, 
21 states, 14 major languages, nearly 100 
different dialects and very highly skewed 
distribution of income. According to the 
authors, their projections indicate the 
minimum requirements. 

The post office symbolised by the ‘Red 
Letter Box* has remained the most impor¬ 
tant and effective means of communication 
in spite of revolutionary developments in 
other fields of communication. The 
authors have calculated that “to meet 
postal needs adequately in the year 2000, a 
total of 3,60,800 post offices—3,33,500 
rural and 27,800 urban - would be needed.” 
By either area or population criteria, more 
than three lakh post offices would thus be 
needed in 2000. Of these 90 percent 
would be in rural areas. This would call 
for three-fold increase in rural post offices 
from the present.level. Urban post offices 
would also increase three-fold. This anti- 
cipated three-fold increase in the number 
of post offices, according to the authors, 
would be adequate to meet the projected 
five-fold growth in postal traffic. Accord¬ 


ing to itkem, the fifth Mna proposed to 
establish; 63,400 post oiAoes of which 
8,400 wbbld be in urban areas and S5,000 
in rural areas. At this rate the authors anti¬ 
cipate no difficulty in establishing two lakh 
more poirt office.s by the year 2000. 

At present telecommunication has be¬ 
come essential for accelerating economic 
development of a region. It is also cheaper 
than telephone. The authors, on the basis 
of the rate of growth in the telex services 
at present, anticipate that the telex system 
in the year 2000 would consist of 200 telex 
exchanges with about 60,000 line capacity. 
The authors also predict that by 2000 ‘'all 
public telegraph offices in the country 
would be equipped with teleprinters which 
would then number about 25,000. 

index of development 

The growth of the telephone system is 
often considered to be an index of econo¬ 
mic development of a country. It is essen¬ 
tial for growth of commerce and industry. 
The authors* projections indicate that "the 
total number of telephones will be around 
170 lakhs in 2000.” The projected demand 
of 170 lakh lines in 2000 would be met if 
the rate of growth in the supply of tele¬ 
phones is maintained around the present 
rate of around 10 per cent per annum. As 
regards overseas communication services, 
the authors, on the basis of past experience, 
have assumed that such traffic will grow 
at an annual average rate of two per cent 
per annum. They maintain that by incor¬ 
porating the latest technology, it may be 
reasonably assumed that "Indian inter¬ 
national communications would improve 
in quality and meet the quantitative 
requirements adequately in the year 2000.” 

With rapid economic development, 
population explosion and growth in lite¬ 
racy, press is bound to gfow in impor¬ 
tance. In 1971 India had a welhestab- 
lished press with 12,218 registered news¬ 
papers published in 60 different languages 
(in addition to 2,773 publications like 
market reports, college magazines, and so 
on). 

According to the authors* projections 
the number of newspapers in India by 2000 
would be around 27,000 of which daily 
newspapers would be 1,800; estimated 
circulation of daily newspapers in 2000 
would be 48 per 1000 persons, and that of 


all newspapers lit per ialiabltatitf. 
If the current world shortage xfi'neii^ 
persists, it may act as a drag on nears- 
paper indhslry in India; sinall and medimn 
size newspapers will gradually pFedomi- 
nate; and yet the circulation of newspapers 
in India in 2000 would be much less per 
1000 inhabitants compared to any other 
developed and developing countries. 

In a country like India where printed 
words cannot go very far because of wide¬ 
spread illiteracy, radio can be a significant 
medium of mass communication. In terms 
of reach and impact, it is more powerAit 
than press. It also helps to reduce rural 
isolation. In 1974, there was 69 broad, 
casting stations and about 4,00,000 broad¬ 
casting hours. On the basis of current and 
future increase, the authors have predicted 
that "the total number of radio sets in 
2000 would be around 125 million, 
the use of radio sets increasing at 
a compound rate of 8.4 per cent per 
annum till 2000.” The Indian electronic 
industry would not only be in a position 
to meet all the domestic demand but 
would also be in a position to meet 
increasing export commitments. The 
number of broadcasting stations would be 
around 150 as compared with 69 in 1974. 
(By the way, Japan had 769 broadcasting 
stations in 1970!) 

combined advantages 

Television combines the advantages of 
both video and audio media providing both 
education and entertainment. By2000, India 
would have 25 mother stations and about 
150 relay stations beaming programmes in 
all 13 major languages and a few major 
dialects. The authors have projected 
that all households in urban areas and 50 
per cent of those in rural areas with ap 
annual disposable income of Rs 15,000 
and above will be owning television sets. 
Their total number would be about 33.25 
lakhs, which would work out at one tele¬ 
vision set per 60 households in the country. 
The electronics industry would be in a 
position to meet the entire requirements 
indigenously. 

The cinema as popular entertainment is 
dying in the west because of rapid spread 
of television. Similar development would 
take place in India after some time. And 
yet due to poverty in the country cinema 
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to f>toy 4 lofe 

b 2000. In 1975 tlie 

aubler of ciaibM lK»isM vMn '9^ 
a atteniduice df 70 miUiop. The 
‘Second lodia’ would need 30,000 cbema 
houios of 600 seats each with aatuial 
cbeoa attendance swelling to at least 
12.000^13.000 million by 2000. 

DUSerait iheans of communication have 
to phy a vital role in developbg countries 
and the enters have done well to bring 
to notice the requirements of India b tbs 
field during the next quarter centuty. And 
yet one is disappointed to know that the 
communication in ‘Second India’m 2000 
wifli all this progress would mean no more 
than 18 telephones, 48 copies of daily 
newspapers, 132 radio sets, 4.5 TV sets 
and cinema seats per every 1,000 in¬ 
habitants. All these figures would to much 
below even the present standards prescrib. 
ed by the UNESCO. 

TEXTILES IN DOLDRUMS 

Textile industry has always been occu- 
pymg a prominent place in the Indian eco¬ 
nomy. Today, the textile industry has 
emerged as a multi-fibre industry using 
cotton, cellulosic and synthetic fibres. The 
processes of dyeing and printing have 
advanced producing bright colourful tex* 
tiles to satisfy consumer demand. The 
Indian textile industry has also been pro¬ 
viding employment in different sectors 
such as spinning, weaving and knitting. It 
has been helping the development of 
ancillary industries, such as dyes and 
chemicals, textile machinery and spare 
parts. The distribution system mvolving 
thousands of wholesale and retail agencies 
has been providing employment and 
income-earning opportunities to a vast 
number of people in thousands' of towns 
and villages. The economic impact of the 
textile industry on the national economy 
has been very great. H.R. Aiyer has 
made an attempt in his small book Eco- 
nomics of Textile Trade and Industry in 
India to deal with some of these aspects 
of the textile industry in the country. 

The author has covered the well-known 
ground of the history of the development 
of cotton textile industry, as also of 
man-made fabric, jute, woollen and silk. 
According to the author, on the basis of 
figures availaUe of contribution to nation¬ 


al Mohomy, cotton tb^te oceubbs the 
first |4ace followed by ti^-made fabrics, 
W0(fi and silk. 

,, .^lalysiag the sickness of more than 
100 cotton textile mills presently run by 
the National Textile Corporation, the 
author has attributed' their sickness to 
such fsetors as frequent fluctuations in 
prices of raw materials, inability to raise 
working capital internally, diversion of 
available fbnds for other purposes, em¬ 
ploying unethical distribution system, 
failure to build and use properly depreda¬ 
tion funds, deterioration in the quality of 
products by using sub-standard raw 
materials, treating industry as an invest¬ 
ment proposition, and unsatisfactory 
labour relations. 

The author has shown how handloom 
industry providing employment to about 
70 lakh persons and accounting for about 
one-third of total textile production occu¬ 
pies an important place in the national 
economy. Ifhandlooms are to prosper, 
the author wants that they should be pro¬ 
vided better financial facilities, better 
marketing facilities internally and for ex¬ 


port which has immense potentialities, 
and better technical facilities for un- 
proving quality for which there is great 
scope. 

For some time now the textile industry 
appears to be living from crisis to crisis 
and more and more textile units are re¬ 
porting sick. It is obvious that the 
National Textile Corporation offers no 
permanent solution to the problem. What 
is ailing this premier industry of India? 
What are the steps needed to set it along 
right path so that it continues with its 
traditional vitality? With an average con¬ 
sumption of only about 15 yards of cloth, 
there is tremendous scope for the textile 
industry. But unfortunately for the sys. 
tematic development of this industry, 
government appears to have no long term 
policy or programme as the industry 
happens to be in the private sector. It is 
strange that these vital problems receive 
scant attention by the author in a book 
published in 1977. The analysis is exten¬ 
sively sketchy and the treatment super¬ 
ficial. One would not be any the less 
wiser about Indian textile industry by not 
reading this book. 


Regional imbalances 


The Role of Fiscal Inceiitives In Reducing Regional Imbalances—Some Comparisons: 
Published by the Birla Institute of Scientific Research, New Delhi; Price Rs 15. 

Reviewed by V. B. 


This monograph of 51 pages tidily lists 
the fiscal incentives framed by govern¬ 
ments in various countries for reducing 
regional imbalances through the dispersal 
of industries for the benefit of backward 
areas. The countries surveyed are the UK, 
France, Belgium, Italy, Spain, Brazil, 
Chile and Argentina. The incentive 
schenjes operating in our own country 
are discussed against the background of 
this international survey and an attempt is 
made to draw lessons from these com¬ 
parisons. The point is made that even 
industrially advanced countries have gone 
far in offering encouragement and induce¬ 
ment to businessmen to set op industries 
in backward areas. It is however the 
performance of Brazil, which has now 
established quite a repotafion among 
developing countries for its go-ahead eco¬ 
nomic progress, that hat received em¬ 


phasis as a stimulating example for our 
own government. 

The publication, The Role of Fiscal 
Incentives in Reducing Regional Imbalan^ 
ces-^ome Comparisons, is timely in the 
context of the dialogue which is now going 
on^beftween the government and the busi¬ 
ness community in this country on the role 
which the latter could play in achieving 
the national objective of rural develop¬ 
ment through decentralized industrialisa¬ 
tion. There is a feeling in official circles 
that industrialists are given to asking for 
tax concessions merely as a normal pro¬ 
cess and this wrong impression may per- 
haps be corrected by this factual study of 
countries, differently situated, having in 
practice found it necessary to assign to 
fiscal incentives a large role in*stimulating 
industrial growth in backward areas. New 
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belhj itself has lent recognition to this grajfih aolrowledges this ctintribotion 
principle and has also worked out its own suggests liow it could be strengthened and 
package of concessions for attracting in- amplified so that the objective could be 
dustries to backward areas. The mono- sooner a^ more assuredly fulfilled. 


Practitioners of dismal science 

The Economists: Leonard Silk; Published by Prenlice-Hall of India Private Ltd, 
New Delhi-llOOOl; Pp 294; Price Rs 25. 


This is a reprint of Mr Leonard Silk’s 
book on five leading American economists 
of today, namely, Paul Anthony Samuel- 
son, Milton Friedman, John Kenneth 
Galbraith, Wassily Leontief and Kenneth 
E. Bbulding, which was first published 
almost two years ago by Basic Books, 
Inc. USA. 

The chief merit of the book, The 
Economists is that it is written in an 
interesting way, bringing out both the 
strong as well as the weak points of 
the learned practitioners of the dismal 
science. And it also highlights the ex¬ 
tent of influence that all five of them ex¬ 
ercised on current economic education as 
well as controversies. 

Samuelson, for instance, is well-known 
throughout the world through his 
Economics, Says Silk ; ‘^Economists 
attending international conferences in the 
post-war years often found the one thing 
they had in common was that they had 
learned their economics from Samuelson. 
His book has been published in French, 
German, Italian, Spanish, Korean, 
Japanese, Chinese, Hungarian, Polish, 
and other languages; it has been pirated— 
both outright and, less obviously, in the 
textbooks of others’*. 

Samuelson is accused of popularising 
Keynes, and many conservatives hold 
him responsible for causing much of the 
continuous post-war inflation. He is not 
fond of forecasting but believes in guess¬ 
ing. However, the guess should have an 
empirical base. As an illustration to 
spotlight this, Mr Silk has quoted the 
following from Samuelson’s writings: 
“Arthur Burns’ finest hour was the 1955 
recovery. He forecast higher than all his 
staff. I asked one of his staff *How 
come ?” and he said, “well. Burns has 


Reviewed by S. P. Chopra 

reasons we will never know”. But 
Samuelson thinks that Burns* real reason 
was that the General Motors cars of that 
period had met a resonant response .* 
'*You could tell it from the cigarette smoke 
in the salesrooms early in the autumn 
of ’54.” 

Milton Friedman became famous as a 
monetarist after the publication of his 
scholarly book A Monetary History of 
the United States, which was written in 
collaboration with Anna J. Schwartz. 
But his critics pointed out that his theory 
did not fit the Great Depression. While it 
was Friedman's contention that the Great 
Depression was caused by the reduction 
in money supply by the Federal Reserve, 
the facts did not support this thesis 
because from 1929 to 1932, the money 
supply fell by less than three per cent but 
prices dropped by more than 30 per cent. 

Friedman is opposed to controls. In 
an article in the New York Times in 1971, 
he said: **The controls are deeply and 
inherently immoral. By substituting the 
rule of men for the rule of Jaw and for 
voluntary cooperation in the market place, 
the controls threaten the very foundations 
of a free society”. 

“Is Galbraith really an economist?” 
This was the question asked at an 
annual meeting of the American Economic 
Association. Pat came the answer: “He 
happens to be the only economist”. But 
Galbraith has alternated between govern¬ 
ment service, journalism and academia. 
Galbraith is a supporter of higher educa¬ 
tion, aesthetic values, social and economic 
justice, and peaceful relations with com¬ 
munists. The best way to answer the 
Soviet challenge, in his view, is by the 
removal, of ugliness and inequity in 
American society. The books which 


made him a fiill-jObdged pundit oq econen 
mics are fi) The AfflueHt 
New Industrial States^ and (iii) 
and the Atbfk Purpase. 

Wissily Leontief, the father of input- 
output table, was bom in Russia before 
the revolution. But the best part of his life 
has been spent in the USA. “Democratic 
economic planning*’ in the interest of a 
healther society is one of his dreams. Bat 
his passion and goal, according to Silk, is 
the rational use of economic planning for 
human ends”. But despite his commit¬ 
ment to planning he is not a Marxist. In 
his view, Marx was wrong in his pro¬ 
phecy of increasing impoverishment of the 
working class. 

Kenneth E. Boulding believes that 
religion is a must for any social science 
including economics. He is a pacifist and 
a believer in non-violence. He has 
brought God and love into debates on 
issues which are deemed to belong to 
the domain of economics. 

Boulding is frank enough to state that 
Keynes’s General Theory did not make 
any sense to him when it was first 
published. 

The five economists whose contributions 
to the science (or is it an art?) of econo¬ 
mics have been discussed in this book, 
are made to look like pygmies and not 
giants because of their failings. The 
best dig at them is contained in the 
following quotation from Barbara 
Bergraann: “The economists’ advice is 
something like patent medicine—people 
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. it is lugely miuudiwtared tgr 
foa^s and that a food peicentageof tike 
tiene^t won’t worifc, but they continue to 
buy the brand whose flour they like.” 
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Future is Manageable ; M. M, Hoda; 
bnpex India, 2/18 Ansari Road, Darya* 
ganj, New Delhi.2: Pp 96; Price Rs 30. 

War Against Ittflation : C. N. Vakil; 
Macmillan <k>mpany of India Ltd., 4, 
Community Centre, Naraina Industrial 
Area-Phase I, New Delhi-110 028; Pp 338; 
Price Rs 25. 

Personal Investment Planning: N. J. 
Yasaswy; Management Education Service, 
Hyderabad-SOO 004; Pp 300; Price Rs 40. 

Managerial Development and Appraisal- 
S.K. Chakraborty; The Macmillan Co. of 
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Banking and Working Capital Finance: 
L.C. Gupta; Macmillan Co. of India Ltd., 
New Delhi; Pp 313; Price Rs 38. 

A Macroeconomic Model of the Indian 
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Rs 50. 

Practical Problems on Practice & Law 
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System : P.N. Rastogi; Centre^ for Policy 
Research, New Delhi-57; Pp 136; Price 
Rs 40. 

Readings in Nepalese Economy: N. C. 
Joshi; Chugh Publications, 2, Strachey 
Road, Allahabad; Pp 177; Price Rs 45. 

Towards Total Revolution' Jayaprakash 
Narayan; Popular Prakashan, Bombay; 
Pp 266 (Vol I), 306 (Vol II), 186 (Vol III), 
226 (Vol IV); Price Rs»250 per set for 4 
volumes. 

Promotional Aspects of Monetary 
Managetnent in India : Vinay Kumar 
Varma; Somaiya Publications Pvt. Ltd, 
Bombay; Pp 238; Price Rs 55. 

Introduction to Labow Laws in Indian 
B.R. Seth; National Productivity Council, 
Productivity House, Lodi Road, New 
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-OinwtuifUte of Purchase & St^^ 

On behalf of the President of India, the Director. Directorate of Pur- 
chase and Stom«. Department of Atomic Energy^ Bombay, invites tenders 
as detailed bdoW:' 

(1) DPS/BABC/PPF/3317 due on 8.6.78 

Sup^.t^f seamless stainless steel tubes—3Q4 quality non-magnetic 
in dinerenl sizes as per purchaser's spoci&caiton. 

(2) DPS:R1IC:FAB:217 due on 8.6.78. 

Preparation of shop drawings, manufacture, shop assembly, shop 
testing, insp^ton, surface treatment, painting. Ailing up with 
nitrogen, sealing, crating, delivery at Fast Breeder Test Reactor 
Site, Reactor Research Centre, Kafpakkam, Tamil Nadu and 
guarantee of Sodium Transportation Tanks as per Purchaser's 
Tender document and drawing. Qty.:5 Nos. 

(3) DPS:RRC:FAB:215 due on 8 6.78 

Preparation of shop drawings, supply of materials, manufacture, 
shop testing, inspection, trial assembly, disa.ssembly and match 
marking, painting, crating, guarantee and delivery at Fast Breeder 
Test Reactor Site, Reactor Research Centre, Kalpakkam, Tamil 
Nadu of Sodium Discharge Header Assembly as per Purchaser's 
specification and drawings. Qty.: 1 No. 

(4) DPS/TAPS/PPF/406dae on 9.6.78 

Supply of U-Tube for feed water heater drain cooler as per pur¬ 
chaser's tender specification. 

(5) DPS/PPED/CAP/223 doe on 12.6.78 

Design preparation of shop drawings, manufacture, inspection 
testing, supply, packaging, delivery and guarantee of centrifugal 
pumps with capacity 2275 Iit/mfn...3Nos. 1350 Iit/min...l No. 
aloQgwith recommended spares for a trouble free operation of five 
years as per Purchaser's Tender document. 

(6) DPS;RRC:CAP:260 doe on 19.6.78 

Electromagnetic Pump and accessories with flow 1 MVhr and maxi¬ 
mum operating temperature dOO^C as per Purchaser's Specification. 
Qty.:2 Nos. 

(7) DPS;PPED:CAP:226 due on 30.6.78 

Design, manufacture, inspection, testing, tropical export'packag¬ 
ing, supply and guarantee of Canned Motor Water Ring Vacuum 
Pump with suction' capacity 50 M3/Hr as per Purchaser's tender 
document. Qty.r 2 Nos. 

(8) DPS/BARC/IEE/1567 due on 15.6.78 

Thellium activated sodium iodide detector assembly. Qty.:l No. 

(9) DPS/BARC/lEE/1571 doe on 15.6.78 

Fully programmable calculator provided with RIA programmes on 
magnetic tapes including routine assembly evaluation and statistical 
and mathematical analysis. Qty. :2 Nos. 

(10) DPS/BARC/lEE/1574 due on 16.6.78 
Three cup anemometer. Qty.:4 Nos. 

(11) DPS/BARC/lEE/1575 due on 16.6.78 

Helicoid gauges to measure vacuum and pressure in systems con¬ 
taining corresive flouride and hydrogen fluoride gases. Qty.: 18 Nos. 

(12) DPS/BARC/IEE/1577 due on 19.6.78 

Interference filter of fabry port type of various wavelengths. Qty.; 
27 Nos. 

(13) DPS/BARC/lEEyi578 due on 19.6.78 

Ciyo-tip Refrigerator for X-ray/ncutron diffraction experiments. 
Qty.:l Nos. 

(14) DPS/BARC/lEE/1580 due on 20.6.78 

An instrument for determination of total oxygen and nitrogen in 
refractory metallic compounds (i.e.) carbides, nitrides, carbo- 
nitrides, oxycarbides by employing either the vacuum or inert gas 
fusion method. Qty.:l No. 

(15) DPS/BARC/lEE/t585 dne on 20.6.78 

Shock pulse meter for ball and roller bearings. Qty.rl No. 

(16) DPS/RRC/IBE/431 due on 216.78 

Electronic controllers potential coulemetric titrator. Qty.:l No. 

(17) DPS/RRC/IEE/432 due on 21.6.78 
Acoustic emission transducers. Qty.:4 Nos. 

(18) DPS/NAPP/PPEO/lEE/11 due on 22.6.78 

Electronic recorders 1,2, & 3 pens type and an ancillary equipment 
for indication of process variables on various control panels. Qty.; 
90 Nos. ^ 

Tender documents pri^d Rs 15/for item (1); Rs 20/each for items 
8,9,lo,l2,13,15,17; Rs25/for item (4); Rs 30/for items 6.11; Rs 60/for 
item 16, Rs 80/ for item 14; Rs 100/ each for items 2.3,5,7,18 and general 
conditions of contracts priced Re 0.50 p. for all items except items 2A3 
can be had from the Finance and Accounts Officer, Department of Atomic 
Energy, Directorate of Purchase and Stores, 3rd Floor, Mohatla Building, 
Palton Road, Bombay-400001 between 10 a.m. to 1 p.m. on all working 
days except on Saturdays for ail items except items 5&6 for which tender 
documents available upto JO.6.78 and 15,6.78 respectively. Import 
Licence Will be provided only if the items are not available indigenously, 
for all uems except items 2&3. 'Tenders will be received upto 3 p.m. 
on the due ,date shown above and will be opened at 4 p.m. on the same 
j J**”* reserved to accept or rqjcct lowest or any tenders in part 
or full wtttaottt assigning any reasons. davp-6^ (32)/78. 
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Tht fQllOMrtno It fhi MM of by Dr. Bimt IlMn* Ohskm^ 

M<hrtWt;^y»l Gtniii M t Ml h ( | |iild an April 28. t07a. ^ 


Dr. Bharat Ram 

.ladles and Gantlamen; 

I have much pleasure in wafcoming 
you to this 16th Annual General 
Meetinp of the Company. You 
have had an opportunity to study 
me printed annual report of the 
Comrany containing the Oirec* 
tors' Report and audited statement 
of accounts for the year 1977. 
You will observe that the results 
have been reasonably stable in 
spite of the problems which the 
Plant had to face. 

Almost a year ago, I had mention* 
ed that the Government, compos¬ 
ed of able and dedicated men, 
committed to the welfare of the 
common man, had raised hopes 
of an improved economic climate 
and consequent economic well¬ 
being of the nation. White leader¬ 
ship at the top undoubtedly has 
called for greater economic disci¬ 
pline and restraim, blended with 
freedom of cmportunity arKl action, 
we find this inspiration absent all 
round. The mimber of mandays 
lost, disturbance in different parts 
of the country, a general indiffe¬ 
rence to the ways of law and 
order acts adversely on economic 
activity, and IS not in tune with 
the high ideals set before the 
nation. I hope this nnood will soon 
disappear and everyone in our 
society will recognise the virtue 
of discipline. 

You have recently seen important 
statements from the Government 
giving concrete expression to its 
economic philosophy. They are 
documents reflecting high pur¬ 
pose. serious thinkirig. The mess¬ 
age Is clear, our concern is the 
rural environment; our priorityis 
agriculture and employment. The 
new ethos prescribes this; the 
Budget seeks to achieve the result 
by concentrating on integrated 
development calculated to provide 
gainful employment, and minimum 
needs-based polloies for uplift of 
the I 


We have looked for but not found 
in the Budget eny evidence that 
it will give efMip to investment 
In fact, there are serious misgiv¬ 
ings whether the Budget proposals 
will Improve the Investment clim¬ 
ate. Only when e proper envi¬ 
ronment la ’Created for an invest¬ 
ment-led growth, will the increased 
needs of m peo^be met through 
production of mesa consumption 
goods. 


there fuM been coiiUkKabla con- 
cam over ddffoH ffiiliio^ 
have fiered that tMb may push us 
into the turbulent current of cost- 
push ir^ation. But^ reflection, 
one is persuaded tCnMieve that 
tha proposed defim financing in 
the current atata dfjha mnomy 
need not be harmful Govern¬ 
ment's intentiori to ipend heavily 
on irrigation, rural limroads, com¬ 
mand areas development is wel¬ 
come and will lead to more rural 
incomes, more employment No 
one will dispute that the increased 
end improved productivity of agri¬ 
culture, which means farmers, has 
multiplier effects when related to 
employment and release of pur¬ 
chasing power. But funds deploy¬ 
ed must be effectively and pro¬ 
ductively used in development 
activities, so it can lead to the 
revival of demand for the products 
of industry and become harbinger 
of growth. But this takes time. In 
fact, intelligently worked out with 
close monitoring, deficit financing 
has been used successfully to tri¬ 
gger off development. For this, we 
hope. Government wilt act with 
measured confidence and ensure 
that the rural development pro¬ 
grammes become really meaning¬ 
ful and that the time and money 
spent in this area will not be dis¬ 
sipated as has been the experience 
in previous years. The year started 
on a confident, promising note; 
with food grain stocks now stand¬ 
ing around 17‘million torines. 
Kharif production has been satis¬ 
factory, and yielded food grains 
in the region of 70 to 72 million 
tonnes. The Rabi wheat harvest 
is estimated to yield around 30 
million tonnes and we have an 
additional 10 million tonnes of 
other crops. In this confident 
mood of our agricultural capabi¬ 
lity, a foreign exchange reserve off 
considerable magnitude, a firm 
resolve on the part of the Govern¬ 
ment to procure 6 million tonnes 
of foodgrains from the Rabi crop 
to counter any disturbing evidence 
of price rise, a will to Import ed¬ 
ible oils, a promising output of 
sugar expected to be the highest 
on record, the Goverhment will 
have no difficulty in holding the 
price line of essentials in the 
months to come.. 

The impressive record of the re¬ 
lease of new strains, control of 
disease, greater acreage under 
High Yielding Varieties, a steady 
increase in fertiliser usage reflects 
in greet measure the anonymous 
end silent work of our scientists 
in ICAR and extension workers in 
transferring new technology to 
the farm level. 

But there are gaps in our agricul¬ 
ture; in spite of the revolution in 
agricultural technology, spectac¬ 
ular advances in wheat and rica^ 
pulses have been neglected, and 
need ettemion. If I may say so. tha 
.let will I 


braek-lhrough in pulses ^_ 

a revolution, which is eagerly 
awaited by the common man^ 
whose need for protein is urgent 
but ability to gat it limited because 
of its high cost. It Is to fhis pro¬ 
blem area we hope our sclenUsts 
wiH direct theb dynamism and 


It hat bean stated by many that 
dia feciffit Increases in excisa du« 
Baa will not affect the 1 ^ leuai. 
But there is evidence that its imp- 
tot on price levels has already 
been felt; in particular, we hope 
that tha repercussions on the cost 
of energy in the power sector will 
be kept in mind and I hoj^ Gov¬ 
ernment will be persuaded to do 
tome re-thinking in the matter of 
excise duties. It would be in my 
opinion fallacious to believe that 
mere stepping up of expenditure 
in the rural areas will automatically 
toad to an increase in mregate 
demand for products. There is a 
timelag and when the demand 
does get generated, tliere will be 
no fhatching output of goods to 
satls^ it; rather it would be better 
to stimulate production by provi¬ 
ding tax and excise reliefs feeding 
to an increased demand of goods. 

Employment, gainful employment, 
will continue to remain at the 
rierve centre of our concern in the 
development of our country; here, 
we must guard, ourselves from 
running into a situation where the 
impersTives of the right dwelop- 
menf strategy are sacrificed to the 
claims of ideology. We must at • 
once steer clear from the extremes 
of shoer targe investments in the 
capital Investment sectors as eg* 
ainst the vast sums of money, pro¬ 
posed to be pumped into tKe'large 
rural sector seeking to maximise 
employment opportunitie&but 
with its attendant risks that it may 
be at the cost of sacrificing effic¬ 
iency and productivity. I would, 
therefore, urge that we should 
resist She temptation to deploy re¬ 
sources heavily in the diffused 
small sector without giving due 

E rtahce to social costs and 
riM and the principles of pro- 

A measure which has caused con- 
sideiable anxiety to the manufac¬ 
turers of complex fertilisers is the 
possible extension of a formula de¬ 
vised by the Fertiliser Prices Com¬ 
mittee in the pricing of Urea to 
complax fertilisers also. Though 
we appreciate Government's an¬ 
xiety to better the fortunes of the 
vast rural millions-and give them 
inputs at reasonable prices, it 
must be remembered that-all in¬ 
puts, particularly in agriculture, 
cannot always be made available 
at concessional rates. Resources, 
whenever used in the process of 
development should be profitable 
and yield returns which can be 
uSed for financing further invest¬ 
ment It is in this context that the 
policy towards the pricing of such 
inputs must taka into account the 
larger interests pf the community. 
I am tempted to quote from the 
Planning Coroirnission, an unex- 
eeotionabla arid prudent statement 
wnich lays "pricing policies in the 
pastff^ often run counter to 
growth priorities in the private 
aactor. In the interest of contain¬ 
ing inHation, prices of products 
fxfiM iri the past been pegged to 
aiwh unremunerative levM that all 
new investment has come to a 
halt Funds have been diverted to 
low priority areas.'* This prq|ij|ern 
wQFbe accentuated in many of 
fhe'crltieel ereee which.ceter to 


the aeeential confer itemsparti- 
cularly.tn areas where capital costa 
for new plants have become high 
and have risen sharply during the 
past few years. The manufacture 
of complex fertiliser is expensive 
and problem-oriented. The invest¬ 
ment outlays are large and rene¬ 
wals equally expenuve. The pro¬ 
blem of renewal, I would say. 
replacement, assumes critical im¬ 
portance where old plants are 
concerned. And we must accept 
the logic that tha farmer must 
share in the costs of development 
We'hope some of the uncertain¬ 
ties and anxieties which assail 
manufacturers will prove to be 
unfounded. 

Your mlinagement has been badly 
bruised by the unpredictable 
power curs, which ha\ not ceas¬ 
ed and have eroded into our pro¬ 
duction programmes. We are. 
therefore, going ahead with set¬ 
ting up of our own 5*MW power 
plant as a standby unit. Orders 
have been placed on the manu¬ 
facturers of equipment and a close 
watch is kept on its progress. The 
Ammonia'Rec'o>^ and the rela¬ 
ted Argon programme is receiving 
a close scrutiny from technical 
experts. Keeping the claims of 
development in mind, your man¬ 
agement is examining in close 
collaboration with a very disting¬ 
uished and well-known group of 
consultants on new projects. 

Since I addressed you last in Feb 
ruary, we have suffered a blow 
in the do?th of Mr. H V.R lengar, 
the first Chairman of your Com¬ 
pany A man of immense energy 
end ideas, he brought lustre to 
many offices he held with distinc¬ 
tion. He was the steward of the 
Company during its early forma¬ 
tive years when w« had many 
problems to face. In tis^ding solu¬ 
tions to these problems - which 
once appeared intractablo and 
insotuble-he brought into play his 
wide experience as administrator, 
his knowledge of finance and his 
sense of what was appropriate 
and relevant. In times of crisis, he 
was a source of immense confi¬ 
dence to us and more than ail 
these, he lent a very special human 
touch in his relations with e./ery- 
ona in the Company. We share 
the loss of his passing away 
greatly. 

I wish to arid once again the 
Management's great appreciation 
for the understanding and co-op¬ 
eration we received from the pro¬ 
moter companies. 

I would like to express the excep¬ 
tional sirangih this Cotnpany has in 
having co-operation from all our 
employees at tha Plant and other 
offices. NeecNeet to say, the Com¬ 
pany appreciatee Jhis.continuing 
support and co-4operation from 


/Vem; Thlarha^norpomM la ba 
a neaid of rhawadaaUiga 
of tho Anndof Qononf Mooting. 
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Speei^ dallTered hy ^iri K. N* Modi, Chairman and Managing 
Dkeotor, at the 7th Annual General Meeting of Modi Robber 
Ltd., held at Modinagar on Saturday, 29th April, 1978. 



throughout the year. Your 
Company could produce 
to the optimum level and 
sell its entire production 
because the quality of 
your Company’s products 
has been accepted as one 
of the best available in 
the market. This is due to 
quality consciousness at 
all levels of production. 
In spite of maximum pro- 
duction and sales there 
would not have been any 
profit but for the timely 
help of Government by 
way of excise rebate. The 
Company could earn a 
net profit of Rs 247 
lakhs on a turnover of 


Shri K. N. Modi 


Rs 70.70 crores. Still there 


Dear Shareholders, 

I have great pleasure in wel¬ 
coming you all to the 7th 
Annual General Meeting of 
your Company. The Directors’ 
Report, Balance Sheet and 
Profit & Loss Account for the 
year ended 31st October, 1977 
have bt^n in your hands for 
some time now and with your 
permission I shall take them 
as read. 

Performance: 

The year 1977 was a difficult 
one for the tyre industry; but 
in spite of the difficult position 
on the demand front, I am 
glad to report that the produc¬ 
tion of your Company increas¬ 
ed from 4.44 lakhs tyres in the 
preceding year to 5.99 lakhs 
tyres during the year under 
report. This has been possible 
by increase in efficient and 
working round the clock 


is an accumulated heavy carry 
forward loss of Rs 740 lakhs. 
In order to enable the Com¬ 
pany to wipe off outstanding 
losses and pay dividend to 
shareholders, it is necessary 
that the excise rebate should 
be continued beyond March, 
1979 which I wilt deal a little 
later. 

Quality Audit: 

Your Company attaches the 
greatest importance to main¬ 
taining highest levels of quality. 
In order to retain this high 
standard of quality, there is a 
Quality Audit Department, 
which is independent of the 
production and technical de¬ 
partment of the Company. 
This department gives its 
unbiased opinion whether the 
specifications laid down at 
every stage of production are 
being followed or not. It 
makes numerous checks on the 


quality right from the raw 
materia] stage to the finished 
goods and gives its feed-back 
to the various production de¬ 
partments so that immediate 
corrective action can be taken 
by the concerned departments. 

Marketing Organisation: 

The Company has establish¬ 
ed a Marketing Organisation 
with wide network of depots 
and dealers. The Company’s 
sales organisation is in cons¬ 
tant touch with the consumers, 
dealers, original equipment 
manufacturers. State trans¬ 
port undertakings and other 
Government departments. The 
consumer oriented marketing 
policies and constant contact 
with them has paid rich divi¬ 
dend to the Company. 

Services to Consumers: 

The Company has establish¬ 
ed an effective aftcr-sales-scr- 
vice department to look after 
what consumer wants so that 
new varieties may be intro¬ 
duced according to their choice. 
The Company has a full-fledg¬ 
ed Service Engineering Depart¬ 
ment with field service person¬ 
nel posted in different parts of 
the country. They render 
valuable service to the users of 
Modi-Continenta] tyres, moni¬ 
tor their complaints and know 
their requirements. They issue 
reports and these quality comp¬ 
laints are discussed in periodi¬ 
cal meetings where technical 
personnel meet the field sales 
staff and get first hand infor¬ 
mation about the performance 
of the tyres. In case of comp¬ 
laints, if any, the same are 
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promptly noted and corrective 
action is taken. 

Seseardi ft tfevetojpmeiif: 

Management of your Com¬ 
pany is fully conscious of the 
need for research and develop¬ 
ment so that foreign tedino- 
logy may be adapted to Indian 
conditions and tyres which can 
give better performance under 
varying road and climatic 
conditions may be manufactur¬ 
ed. We, therefore, have estab¬ 
lished a laboratory well-equip¬ 
ped with the most modem and 
sophisticated testing instru¬ 
ments and machines. This 
department has been able to 
develop various new sizes and 
types of tyres with the assist¬ 
ance of our technical collabora¬ 
tors. The R ft D Department 
could introduce various mea¬ 
sures of waste control and im¬ 
port substitution. Additional 
instruments and equipment are 
being ordered to augment the ; 
laboratory facilities. I 

Engineering and Maintenance: |; 

With the objective of import | 
substitution of spare parts, plant I 
and equipment and proper | 
maintenance a separate cell I 
has been established for fabri-1 
eating of different imported | 
items and assuring proper | 
maintenance. The Department | 
has been successful in efiectingl 
considerable saving of foreign! 
exchange. It has also intro-1 
duced several changes in oj>eraJ 
ting parameters of various| 
items of plant and machinery,! 
to increase productivity and to^ 
achieve flexibility pf producti 
mix. Yours is one of the fewf 
plants which operates on alf] 
the days of the year. Thiw 
further increases the importano^i 
of proper preventive mainte-Kj 
nance of the plant. 

Social Amenities: {j 

The Management of youi>( 
Company is fully conscious ol) 
its social responsibilities to th^ 
workers and staff as well as| 
to the residents of the sur^; 
rounding areas. 

The Company has built 70Sf 
residential houses for th(| 
workers at Modipuram out of i; 
total strength of 1200 workers^ 
There are plans for buildinil 
more houses so that in no disij 
tant future all the workers mafl 
be provided with residentiji^j;^ 
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houses near the factory/ The 
Company also provides sports 
and recreational facilities. 

Your Company is also run¬ 
ning a dispensa^ and a pri¬ 
mary school for the benefit 
of not only the workers of 
the Company, but also for the 
population of the surrounding 
areas. A Junior High School 
will start functioning as soon 
as arrangements are finalis¬ 
ed. It is planned to provide 
facilities for higher education, 
medical care and vocational 
training for the benefit of work¬ 
ers and surrounding populations 
for which the Company has 
requested the Government of 
U.P. to allocate additional 
land, and it is hoped that the 
State. Government would ac¬ 
cede to this request which is 
for a noble cause. 

Involvement of Workers: 

The involvement of workers 
is one of the factors which has 
contributed to improving pro¬ 
ductivity and quality, this is 
being achieved by inviting sug¬ 
gestions from the workers and 
rewarding them for giving new 
ideas. This scheme has evok¬ 
ed good response. 

Rural Development: 

In order to remove poverty 
and unemployment it is very 
necessary that there should be 
faster development of the 
rural areas and industry must 
contribute its mite, in order 
to help the Government to 
achieve the goal of rural deve¬ 
lopment Modi Enterprises have 
established a Rural Develop¬ 
ment Cell in Gujarmal Modi 
Science Foundation to which 
your Company is also contri¬ 
buting. 

Employment and Growth: 

The most serious and diffi¬ 
cult problem facing the count¬ 
ry is that the number of un¬ 
employed and those below the 
poverty line is increasing year 
after year. Unemployment and 
poverty can be removed only 
if the growth rate in all sectors 
is substantially stepped up. 
Fortunately, there are very 
favourable conditions for 
achieving higher growth. We 
are having an all time record 
of foreign exchange reserves 


which is Gontlnuoiil^ni^rea^ 
ing at the rate of i^^t Rs 150 
croresper month. /Thefood- 
^ains reserves are ^ery satis¬ 
factory. These tivo favour¬ 
able factors should? be utilised 
fully for ensud^g higher 
growth and employment. We 
should not miss tjfie bus and 
must adopt policies which may 
ensure maximum growth. The 
recent steps for allowing more 
free imports of industry inputs 
for and liberalisation in the 
industrial licensing policy are 
steps in the right direction. 
However, to achieve the goal 
of fun employment within the 
next decade we have to adopt 
many more aggressive policies. 

Revive Capital Market: 

It is very essential that ade¬ 
quate finances are assured to 
all sizes of industrial units 
whether small, big, medium or 
large and capital market is 
revived so that the shares of 
new ventures are subscribed 
by the investors. Some steps 
have been taken in this direc¬ 
tion in the last Budget of the 
Central Government. How¬ 
ever, further thought is required 
on the following lines— 

(a) There is a need to reduce 
the rate of corporate tax to 
45 per cent so that larger 
savings are generated for 
ploughing back for expan¬ 
sion, modernisation and 
investing in new ventures 
and enabling the companies 
to pay reasonable return to 
the shareholders. At present 
they have to wait for 4 to 5 
years before they can expect 
any return. 

(b) Companies should be en¬ 
couraged to invest in new 
ventures by avoiding double 
taxation on dividends recei¬ 
ved on infer company 
investment in case of all 
industries; at present this 
facility is restricted to a 
very few ind ustrics. Com¬ 
panies Act should also take 
more liberal view for such 
investment. 

(c) Convertibility clause is 
working as a great deter¬ 
rent. If financial institutions 
are holding thirty per cent 
of shares in any company, 
convertibility clause should 


tM be applied on fresh 

Sate of Retiim: 

Ppr increasing investment 
activity in the industrial sector,v 
it is necessary that the industry 
should earn adeq[uate profits to 
pay interest and instalments on 
borrowings from the financial 
institutions and banks and pay 
12 to 15 per cent return to the 
shareholders. The Government 
recently announced 12 per cent 
post-tax return to the cement 
industry and immediately there 
Was a spurt of new investment 
activity. Similarly, if adequate 
return is assured to the other 
industries, industrial growth 
can be increased substantially. 
The desired return can be 
ensured by combination of 
methods such as 

(a) Fixing adequate price in 
case of controlled items ; 

(b) Excise relief in case of items 
subject to heavy excise 
duly ; 

(c) Allowing optimum sized 
units to bring down invest¬ 
ment and production cost; 
and 

(d) Continuous and automatic 
growth to avoid stagnation. 

Excise Relief for Fairly Long 
Period: 

In case of small scale indus¬ 
try subject to excise duty, a 
welcome concession has been 
given to those units whose 
total clearance for home con¬ 
sumption does not exceed 
Rs 15 lakhs in a year and they 
will not be subject to excise 
duty on the first Rs 5 lakhs 
clearances. This would benefit 
many small scale industries 
specially in those cases where 
rate of excise duty is heavy, 
say above 15 per cent. How¬ 
ever, it can help to establish 
new small scale industries, only 
if it is assured that this conces¬ 
sion will be continued for 
seven to ten years and a policy 
statement needs to be made 
accordingly. 

Extend Excise Relief by Five 
Years: 

The investment cost of new 
units in any industry is far 
more than that of old units 
because of inflation in the 
machinery prices and heavy 
customs duty on the imported 


plantsi and equipiiKait. For 
instance, the mvtetmeiit cost 
of d ndw automobile tyre plant 
with 5 lakhs tyres capacity was 
RsdO to Rs 32 creues when 
your plant was pul up as aga¬ 
inst Rs S to Rs 6 crpres lor 
similar sized old plants owned 
by multi-national cony^anies. 
The five to six times investment 
cost of your plant as compared 
to the older plants has put 
your Company at a great 
disadvantage because of heavy 
cost of depreciation and inter¬ 
est on larger fixed assets. 
During the financial year 1976- 
77 your Company had to bear 
interest and depreciation cost 
to the tune of Rs 6.97 crores. 
The shares of your Company 
were subscribed in 1972 by 
16,000 investors. They are 
mainly small investors and for 
the last six years they have 
been waiting for declaration of 
some dividend. In spite of its 
well accepted products and 
maximum production efficiency, 
your Company has not been 
able to pay any dividend so 
far. This has been mainly 
because it has to bear interest 
and depreciation costs which 
are about 5 to 6 times than 
those of its competitors who 
have depreciated plants and 
paid back their borrowings 
long time ago. As stated ear¬ 
lier it is mainly because of 
excise relief that the Company 
has been able to earn some 
profit during 1976-77. However, 
the Company still has a heavy 
accumulated loss to be cleared. 
This acts as a deterrent for 
investment in capital intensive 
industry. This is the plight not 
only of your Company but of 
all capital intensive new 
plants. 

To help the industry to get 
over this difficulty partially, 
excise duty relief scheme was 
introduced by the Government 
from 1st July, 1976, but it is 
applicable only upto 31st 
March, 1979 which is too short 
a period for any capital inten¬ 
sive industry to overcome the 
disadvantage of high invest¬ 
ment cost. In order that the 
shareholders of new companies 
do not have to wait very long 
for dividend and the invest¬ 
ment in new capital intensive 
industries may continue to flow 
in, it is necessary that the 
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cxcUl duty Jt)lkf 
ext«^ed b«ypfid Ma^ 1979 
ft>r a ltttrflier ^od of at least 
five, feats. All new capital 
intensive units should in future 
be aHowed to have this benefit 
for at least 7 to 8 years. 


Balaaciag and Expansion of 
New Plants: 

The excise relief to the new 
capital intensive units can help 
oveioome only the initial dis- 
advuitage of heavy interest 
and depreciation charges, but 
it is necessary to put the indus¬ 
try on a sound footing on a 
peripanent basis by allowing 
increased production through 
balancing equipment for which 
there is big scope and substan¬ 
tial expansion and making 
them optimum sized units. In 
case of automobile tyre indus¬ 
try, new plants should be 
allowed to increase their capa¬ 
cities upto a minimum of 10 
lakhs tyres per annum to 
enable them to reduce their 
investment cost per tyre and 
also to reduce the overheads 
and other costs. This is possi¬ 
ble through re-adjustment of 
the letters of intents/industrial 
licenses issued but which are 
not yet implemented. By 1983, 
the demand of automobile tyres 
and tubes is expected to go 
upto 103.45 lakhs. This would 
require an installed capacity of 
114 lakhs based on 90 per cent 
capacity utilisation. The pre¬ 
sent installed capacity is only 
80.44 lakhs tyres per annum. 
Thus there is expected to be a 
wide gap between demand and 
supply. In order that there 
may not be serious shortage of 
tyres in the years to come, it 
is necessary that effective steps 
should be taken immediately 
for implementing additional 
capacity. Though adequate 
capacity has been licensed, un- 
fortunatdy the new entrepre¬ 
neurs are not taking effimtive 


' st^, because new projects of 
4 to S lidchs i]«es per year are 
ho' more economically viable. 
Therefore, {^shortages have to 
be avoided in fiiture, it is neces¬ 
sary that the unimplemented 
capacity may be redistributed 
to the new units which can 
deliver the goods and they 
should also be allowed to 
increase production by instal¬ 
ling balancing equipment. The 
Company has applied to the 
Government to enhance the 
licensed capacity from 4 lakhs 
tyres to 6 lakhs tyres per 
annum in view of the increased 
productivity obtained with the 
same plant due to the techm'cal 
innovations. The Company is 
shortly also applying to the 
Government for an additional 
capacity of 4 lakhs tyres. I 
hope the Government will be 
kind enough to accede to the 
request of your Company so 
that the plant may become 
economically viable, 

Acknowledgement: 

Workers, staff and officers at 
all levels are the soul of the 
Company and there have been 
and continue to be very cordial 
and harmonious relations with 
them. I am thankAil to all the 
workers and officers for their 
hard and untiring efforts for 
increasing production and pro¬ 
ductivity. 

lam also thankful to the 
various financial institutions 
and banks for their valuable 
assistance, guidance and en¬ 
couragement to the Company 
from time to time. The Com¬ 
pany is also thankful to its 
collaborators, Messrs Conti¬ 
nental Gummi Werke AG., 
Hannover, West Germany for 
technical and other guidance, 
which has helped in continu¬ 
ously improving the quality of 
our products. Central and 
State Governments have always 
been sympathetic in solving the 


pii^ems for which the 
n^agement is extremely 
thankful to them. 

I am also grateful to the 
members of the Board, who 
have given valuable advice to 


improve the working of y<mr 
Company. 

Note i—This does not pun^t 
to be a record qf the 
proceedings of the 
Annual General Meet¬ 
ing. 


Government of India 


6 PER CENT LOAN 1988 (THIRD ISSUE) TO BE ISSUED AT 
Rs 100.00 PBR CENT AND REPAYABLE AT PAR ON 22ND OF 
NOVEMBER 1988. 

6 1/4 PER CENT LOAN 1995 TO BE ISSUED AT RS 100.00 PER 
CENT AND REPAYABLE AT PAR ON 15TH OF MAY 1995. 

6 3/4 PER CENT LOAN 2006 TO BE ISSUED AT RS 100.00 PER 
CENT AND REPAYABLE AT PAR ON 15TH OF MAY 2006. 

Subscriptions to the above loans will be received simultaneously and 
will be limited to a total of Rs 500 crores (approximately). Subscriptions 
maybe in the form of cash/cheque. Government reserve the right to 
retain subscriptions upto ten per cent in excess of the notified amount. 

2. If the total subscriptions received for the loans exceed thesiotified 
figure plus the amount of ten per cent retainable as aforesaid, partial 
allotment will be made in respect of the subscriptions received and the 
balance refunded in cash as soon as possible. 

3. In the case of 6 per cent Loan 1988 (Third Issue) the interest for 
the period 15th May to 21st May 1978 (inclusive)^!!! be paid on 22nd 
May 1978 and thereafter interest will be paid half yearly on 22nd Novem¬ 
ber and 22nd May. In the case of 6 1/4 per cent Loan 1995 and 6 3/4 
per cent Loan 2006 interest will be paid half yearly on 15th November 
and 15th May. 

4. Interest on all the loans now issued together with interest on 
other previous Government securities and income from other approved 
investments will be exempt from income-tax subject to a limit of Rs 3,000 
per annum and subject to other provisions of Section SOL of the 
Income-tax Act, 1961. The value of the investments in the loans now 
issued together with the value of other previous investments specified in 
Section 5 of the Wealth Tax Act will a^so be exempt from the wealth tax 
upto Rs 1,50,000/. 

5. Subscription lists for the new loans will open on the 15th of May 
1978 and close on 16th of May 1978 or earlier without notice. 

Applications for the loans will be received at: 

(a) Offices of the Reserve Bank of India at Ahmedabad, Bangalore, 
Bombay (Fort and Byculla), Calcutta, Hyderabad, Jaipur, Kanpur^, 
Madras, Nagpur, New Delhi and Patna and 

(b) branches of the State Bank of India at all places in India except 
at (a) above. 

6. Securities will be issued in the form of Promissory Notes or Stock 
Certificates. The advantages of investing in the form of Stock Certificates 
arc as under:— 

(i) It is safer than a Government Promissory Note as the name of the 
holder is registered in the books of the Public Debt Office. 

(ii) The Stock Certificate will be sent to the applicant direct by regis¬ 
tered post by (he Public Debt Office. 

(iii) The half yearly interest will be remitted to the holder direct by an 
interest warrant drawn at par on any Treasunr or State Bank 
branch stipulated by the holder. If the holder so desires, the inte¬ 
rest will be remitted by Money Order after deducting the Commis¬ 
sion charges; in respect of Stodc Certificates where the net amount 
of interest to be remitted is less than Rs 20/ no mon^ order 
commission will be charged. 

(iv) If the holder wishes to sell his securities he can do so by signing 
the transfer form printed on the back of the Certificates in the 
manner prescribed therein. 

(v) Government Pronussory Notes in exchange for the Stock Certifi¬ 
cate can be obtained by applyina to the Public Debt Office and on 
payment of a nominal fee for each new note required. 

7. For any further clarification, please apply to any of the offices or 
branches mentioned in paragraph 5. 
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UmitacI 


BALANCE SH^.OF VilXWrmANCHEB 


(A UiwlQfi undvr tlw Comikniitt Act Qf 1062 on tHt 23 id;#ltf«A. 1866. Thi liobUUyot Mtmbtn J» Hmiitd. 


CAPITAL 


Capital 


Pasarva 
Fund 
and ( 
athar * 
Rasarvaa 


Oapoaita 

and 

othar '• A 
Accounta 


AND UABILITIES 

Amount dopoiittd with the' Roiorvt Sink of 
India undai Saction 1M2) of tha Owhlno 
Raouiation Act 1949 
(M§fk$t vfiluv of MwitiH 

‘ 

Hoad Offteo Itoaorvo >r 
Cimountfamittad in Starlino from Haad Offica) 
Capital Roaarvo 
on revaluation of bank's pramliaa 
^including accumulated depreciation of 
Its. 27 77 969.29 upto 31 it December, 1966) 

Cavonua Raaarva 

l^litad Dapoalta \ 

from banka 2BtK)0«00 

^ from others 322Jill2S8i35 
Oavinoa Bank Dapoalta ' 

Currant Aoeounia ^ 

Centlnganey Aooounti ato. 

from banks 2 93 60 139.35 

from others 111 70 07 676.36 


Borrowings 
from other 
Banking 
Companies# 
Agents, etc. 

Bills - 
Payable 

; 

Bills for 
Collection 
being Bills 
Receivable 

MPtreuMn 


Other 

Liabilities: 


In India 

Outside India 
(P$rtieuttn of bof/owingi tie* 
sppoof In on opponOod 


Payable tn India 
Payable outside India 


N«t intw.traMii MtonoM 


Acceptances, 
Endorsements 
and other 
obligations 


Profit 

and 

Loss 


Contingent 
Liabilities / 


400 73 220.00 


2 19 60 000.00 


^49042994.16 

”■ 60 72 325.06 7 76 75 319.21 


217 17 36 740.35 
12104 41 808.26 


114 63 67 916.71 462 85 49 364.31 

32 SI 71 142.51 

6 69 99 387.06 39 41 70 630.46 


t1 31 41 644.86 

23 6401 119.79 

23 46 90149.43 47 10 91 269.21 


33 47 02 242.43 


Balance brought forward from previous year 
Add profit for the year brought from the 
Profit and Loss Account 


tm ^ fsmfttsd to Hoad Office 


. Urt transfor to Contingency A/c. 

OiiMtodlng tomoid onboago contnets 
j Cuorontpu kwod 
40 fotpoei otporttp poldohont 
' 9 m fotpoel of PgiticIpoUon Cortifitotoo f$ou$d 


2 93 23 913.71 

2 61 16 036.73 
5 64 39 949.44 

2 93 23 913.71 
2 61 16 036.73 
2 00 00 000.00 

27 63 427.97 
63 2778 736.91 
91 11 19 687.54 
49 62 916.00 
26 00 000.00 


6116036.73 


1976 

Ra. Si* 


31069146.00 


2 1960000.00 


4 96 42 994.16 ^ 

' 60 72 328.06 7 76 76 319.21 


1 87 000.00 
199 62 52 821.78 
118 66 66 306.06 


4 11 66 398.01 . 

99 73 84 837.98 422 06 49 366.85 
17 36 07 510.95 

4 94 73 465.66 22 30 80 976.60 


11 69 10 090.61 


20 74 38 964.42 

21 67 22 331.07 42 31 61 295.49 


27 40 60 629.42 


2 81 01 727.52 

2 93 23 913.71 
5 74 25 641.23 

2 81 01 727.62 
2 93 23 913.71 


99 945.61 
117 49 06 563.24 
; 7670 97141.99 
36 26000.00 
2600 000.00 


2 93 23913.71 


592 64 43 406.23 


636 48 61490.79 
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PROPERTV AND ASSETS 


BalancM 
with bthar 
Banks 

fan Currant Aeettuitit) 

Monay at 
Call and 
Short Notica 

Invest manta 

{at coat or uniar) 


Partlaufara of 
im/aatmanta 
appaof in aa 
OPpanda^ 
atatamant 


Advances 

fOthar than bad and 
doubtful dabia for 
whteh provtaton 
haa baan mada 
to tha aatirlaetion 
of tha Auddors^^ 
Saa Nota 6) 


Bills 

Receivable 
belim Bills 
for Collection 

aa pat Contra 

Constituents' 

Liabilities 

for aeeaptaneas, 
andorramanta 
and othar abtigatlona 
aa par contra 

Premises 

leas dapraeratlort 


Furniture 
and Fixtures 

ineluding aahlelaa 
and aquipmant 
laaa dapraeiarmn 


Other Assets 


Non-banking 

assets 

aooulrad In aatitfactlon 
ofoMma 


In hand^ with Battrva Bank of Indltf 
and with Stata Bank of India 
(includina foraign cunaney notaa) 


In India 
Outiida India 


Sacuritias of tha Cantral and Stafo 
Govarnmanis and othar Trustaa 
Sacuritias including Traasury Bitia 
of tha Cantral and Stata Govarnmanti 

Sharaa 

fully paid oi'dinary sharaa 24 63 002.00 
partly paid ordinary sh araa 46 62 016.00 

Dabanturas 
Othar invastmanta 
Gold 

Loans, Cash Cradits, Ovardrafis, afc. 
in India 248 28 24 711.66 

outsida liKlia — 

Bills discounted and purchased 
(aaeluding Traaaurv Bills of tha Central 
and Stata Govarnmanis) 


payable in India 
payable outsida India 


27 86 66 371.30 

15 96 712.68 

91 93 899.66 1 07 90 612.14 


141 27 83 136.00 


71 26 917.00 

16020.00 
300 000.00 


142 02 34 073.00 


38 68 74 4f5.31 
34 87 21 856.09 


Partieutars ofar/vaneaa appear in an 
appended atatamant 


Payable in India 
Payable outsida India 


At coal/valuation as at 31 at Dacambar. 1976 
Additions during tha year 

Lass sales and amounts written off 
during the year 

Lass depraciaticn to data 

At cost as at 31 st Dacambar, 1976 

Additions during tha year 

Lass sales and amounts wiritton off 
during tha year 

Lass depreciation to data' 

Accrued interest and commission 
Sundries 

Stamps, advance rants, sundry 
deposits, initial axpansas, etc. 

Nat intar-branch and Head Office 
balances outside India 


1976 

fU. Ra. 


21 9919 931.17 

619 98 666.98 

2360 966.26 6 43 69 423.26 


126 05 93 711.15 


248 28 24 711.66 


73 56 96 321.40 321 84 21 033.06 


23 64 01 118.78 

23 46 90 149.43 47 10 91 268.21 


33 47 02 242.43 


I 7 0174 478.14 
I 14 77 645.96 

I '" rinmm 

I 1 41 299A2 


68 93 663,61 6 4617 171.16 

2 99 56 901.45 
32 94 283.89 

TSrSTTSSl? 

41 85 356.64 

2 30 €Smi6 

1 49 95 706.03 1 40 70 122.47 

3 70 63 687.57 

1 23 676.73 

6 03 46 689.80 

1 4316 558,37 11 18 50611.47 


692 64 43405.23 


127 42.42191.16 


60 36 600.00 

15 020.00 
300 000.00 


216 12 86 389.46 


I 99 68 314.69 297 12 44 704.05 


20 74 38 964.42 

21 67 22 331.07 42 31 61 295.48 


27 40 60 529.42 

6 9517 363.68 

7 02 83 82^!i ^ 

^ ^1 09 3S0 00 

67 76 694.16 6 43 97 883.98 

317 17 131.78 
29 61 758.06 


47 21 988.39 

1 41 20 112.69 1 58 36 788.76 

2 95 07 314.85 

2 99 804.78 

3 51 11 462.81 

(36 31 418.93) 6 12 87 223.61 


536 48 61 490.79 


Continued 
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PRINCIPAL ACCOUNTING POLICIES 


FramlMt FreehoM premlsGt and (aasahold pramim art Included at cqat or at professional valuation carried out In 1973* 

Ooproolatlon of Ffmid Aaato Deprecladon on furniture, vehicles, equipment and properties other then leasehold premises Is ehsroed OA 
a straight line basis over the estimated Hues of the assets. Leasehold premises are amortised over the periods of the respective leases^ 
Equipment is depreciated over a five year period. / 

fnvaatitients Quoted securities are included at the lower of cost or market value. Unquoted securities are included at or below cost; ^ 

Fpreign Currencies Assets and liabilities In forelon currencies are converted at the rates ruling at the year^end. except that contindeni 
liability in respect of forward exchange contracts is included at the contracted rates. 


NOTES 


t. Borrowings The borrowings from other banking companies etc. classified as secured are secured by the corresponding advancec 
to customers. 

2. Bonus Bonus of Rs. 67 lacs has been peld for t976 in accordance with the Payment of Bonus Act. 1965 and has been jcharged to thate 
accounts. Bonus for 1977 will bo paid and charged to 1978 accounts on a cash basts. 

3* Unremittad Surplus In terms of current exchange control directives, pending completion of the Bank's Income Tax Assessment for the 
Accounting Years 1973. 1974.1975 and 1976. a total amount of Rs. 221 lacs (1976 Rs. 182 lacs), arising from adjustment of Head 
Office Charges, relating to those years is held unremitted in India. 

4i Income Tax (a) 1977 Provision Provisions for Income tax and interest tax estimated at Rs. 1342 lacs (1976 Rs. 1359 lacs) hCVa bean 
charged to these accounts and included in the expenditure item "Rent. Taxes, Insurance, Lighting, etc/* 

, b) Contingant LiabWtYJhB Proceedings initiated under Sections 147/148 of the Income Tax Act 1961 fortheyeara 
1967 to 1970, of which the Calcutta High Court has granted a stay for the years 1957 to 1969. remain to be disposed 
of. Further, assessments of some years are in dispute. The liabilities, if any. relating to these are not ascertainable 
at this stage. 

6. Staff Retirement Bonafits Retirement benefits to employees retiring after 27th December 1974 are paid from an approved trust fund 
-<*Gnndlays Bank Limited Indian Staff Pension Scheme. The actuarieliy valued liability, reduced by the contributions of Re. 408 laca 
already made to the fund (including Rs. 100 lacs charged in these accounts to cover annual and part initial contributions), amoonts to* 
Rs. 936 lacs on 31st December 1977 (Rs. 1089 lacs as at 31st December 1976). 

In addition, pension payments to employees who retired on or before 27th December 1974 are treated In the accounts consistently 
on a cash basis. / 

6. Advances Included in "Debts considered gobd for which the Banking Company holds no security other than the debtors* personal \ 

security" is an amount of Rs. 478 lacs due from twa*companles, nationalised in 1976 with retrospective effect in respect of which 
necessary claims will be lodged with the appropriate authorities under the Act nationalising these companies. Until these claims hev#’ 
been agreed with the authorities the final amount of the settlement cannot be established. It has. therefore, not been possible to 
ascertain the shortfall, if any. that may arise on the final settlement of these claims and accordingly, no provision has been made la 
these accounts in respect thereof* . . , , ^ ^ 

7. Ra-arrang«m«nt of Pravloii«YwT'(iFIaun»PmltPatyM|nyii|urwlnmb«enrfr«iTan8»dwbn«vern«eewaiy.^ 


A.K.BASU 

'CONlHOtlJn 


K WftBHPH_ 

REGIONAL BIUBCTOI^ ROUmMt* 


AUDITORS’ REPORT 




We have audited the Balance Sheet of Indian branches of Grlndlaya BankUmtted as at Slat December. 1977, signed by ue under referencB « 
to this report, and the relative Profit and Lose Account In which have been Incorporated the unaudited returns from 14 oranchee, not ^ 
visited by us, for which the Company Law Board has granted axembtlon under Rule 4 of the Companies (Branch Audit Exehiptlon} Billed ^ 

1961 from the provisions of Section 228 of the Companies Act, 1958. ^ 

Under the provisions of Section 29 of the Banking Regulation Act. 1.949 read with the provisions of sub-sections (1), (2) and 09 Of 1 
Section 211 and sub-section (5) of Section 227 of the Companies Act. 1958, the Balance Sheet and Profit and Lose Account are not 1 
required to be and are not drawn up in accordance with Schedule VI of the’Companies Act, 1956. The accounts are^thereforebdrawoi' 
up in conformity with Forme "A'' and of the Third Schedule to the Banking Regulation Act; 1949. 

On the basis of the audit Indicated in the first paragraph, wS report that— 

1. We have obtained alt the information and explanations which to the beet of our knowledge and belief were necessary for tho Bmpoio 

of our audit. * y 

2. In our opinion, proper books of account, as required by taw, have been kept by the Indian branches of the Bank so far as appears from 

our examination of those books and the aforeaaid unaudited returns and these returns have been found to be adequate for the . 
purpose of our audit. ™ 

3. The Balance Sheet and tha ProHt and lose Account of the Indian Branches of the Bank dealt with by this report are lit agreement wUl 
the books of account and the aforesaid foturne. 

4. In our opinion and to the best of our Information and according to the explansb'ons given to us such Balance Sheet and Profit and 
Loss Account together with the notes thereon give the Information required by the Companies Act. 1956 in the mannerao required fof 
Banking ComparUea and bn such basis the said Balance Sheet gives, eubfect to Notes 2..5 and 6 thereon regarding Bonus, Staff 
Retirement Benefits and Advances respectively, a true and fair view of the state of affairs of the Indian branches of the Bank as at 

31 St December. 1977 and the Profit and Loaa AACOUnt givaa, subject as aforesaid, a true and fair view of the profit of its Indian 
branches for the year endad on that date. > 


Calcutta, 14th February 1978. 


A. K. CHAKBABARTI 

Partnar 

For and on behalf of Price Waterhouse B Co* 
Chartered Accountants 


bastbrni BCONomsr 


911 


BUY 5, 197S 











TRADE 

WINDS 


Thrn Loans Floateii 

The centre has announced 
the issue of three government 
of India loans aggregating 
RsSOOcrores. 

They are: (i) Six per cent 
loan 1988 (third issue) to be 
issued at Rs 100.00 per cent 
and repayable at par on 
November 22,1988. 

(ii) Six and a quarter per 
cent loan 1995 to issued at 
Rt 100.00 per cent and 
repayable at par on May IS, 
1995. 

(iii) Six and three-fourths per 
cent loan 2,006 to be issued at 
Rs 100.00 per cent and repay, 
able at par on May 15,2006. 

Subscriptions will be received 
on May 15 and 16, 1978, but 
the subscription lists may be 
closed earlier without notice 
as soon as the total subscrip¬ 
tions amount to Rs 500 crores. 
Government has reserved the 
right to retain subscription up 
to 10 per cent in excess of the 
notified amount, says an ofii. 
cial release. 

If the total subscriptions 
received for the loans exceed 
the notified figure plus the 
amount of 10 per cent retain, 
able, partial allotment will be 
made in respect of the subs¬ 
criptions received and the 
balance refunded in cash as 
soon as possible. 

Excise on Sugar 

There has been a bumper 
crop of sugarcane during the 
sugar year 1977-78. In order 
to encourage the crushing of 
sugarcane beyond May I, 
1978 and keeping in view the 
lower recovery of sugar and 


higher cost of conversion, the 
government has decided to 
grant exemption in excise duty 
to excess production of sugar 
produced during May-Septcm- 
ber 1978 over the average 
production of sugar during the 
corresponding period in the 
preceding three sugar years to 
the extent of Rs 54 per quintal 
for free sate sugar and Rs 9.60 
per quintal for levy sugar. 

Finance for Import of 
Capital Goods 

In his budget speech, the 
Finance minister had announ¬ 
ced the creation of new 
facility under which term lend¬ 
ing financial institutions and 
public sector banks will pro¬ 
vide rupee finance on appro¬ 
priate terms tocover the import 
costs of approved projects. 
This will be in addition to the 
rupee finance which is already 
being made available to cover 
domestic costs. A consortium 
of hanks will be formed to 
provide such loans, supplemen¬ 
ting the finance by the term 
lending institutions". 

The government has accord- 
dingly decided, in consulta¬ 
tion with the Reserve Bank of 
India, to introduce aschenre 
of rupee finance to cover im¬ 
port of capital goods. The 
main features of the scheme 
are described below. The pur¬ 
pose of the suheme istoen* 
sure that non-availability of 
rupee finance does not hold up 
implementation of worthwhile 
projects for which government 
is willing to allocate foreign 
exchange. 

Coverage of the scheme: The 


iidfiMne wilt i^p^^ to all eis^ 
where a capital goods in^port 
lioenoe has been granted, ex- 
oept in those cases where the 
foreign exchange allocation«is^ 
out of credits such as the 
World Bank and other credits 
with the IDBl, ICICI or the 
IFCI. 

' What will be financed: The 
rupee epuivalent of the foreign 
exchange cost of imported 
capital goods will be eligible 
for assistance. Term loans for 
the rupee equivalent will be 
made available to the appli¬ 
cant to enable the applicant to 
purchase foreign exchange to 
meet the cost of the imported 
capital goods. 

Who will finance: Rupee 
term loans can be obtained 
from any scheduled commer¬ 
cial bank or from one of 
the all-India public financial 
institutions. 

Eligibility for assistance: All 
capital goods imports includ¬ 
ing imports for projects which 
are being financed by the all- 
India public financial institu¬ 
tions and banks. 

Appraisal: The lending bank 
or a consortium of banks will 
make the appraisal as to the 
viability of the project or the 
proposal. In all cases in which 
all-India public financial insti¬ 
tutions are also involved in 
the financing of the project, 
the credit appraisal will be 
made available by them. 

Procedure for securing assis¬ 
tance: The present procedures 
for obtaining i;upec term loans 
from scheduled commercial 
banks will apply to this faci¬ 
lity also. 

Other conditions: The period 
of the loan will ordinarily not 
exceed 10 years. The rate of 
interest will be specified by 
the banks from time to time. 
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Rie8iiaa^:Ba^ 
thted to refinance from ■ the 
Reserve Bank at the fonk 
Rate in respect of loans grant* 
ed by them under the scheme. 
Appropriate arrangements will 
be made to ensure that all 
India public financial institn* 
tions have adequate resources 
to meet the requirements of 
their borrowers under the 
scheme. 

Excise Duty on 
Pig Iron 

The government has deci¬ 
ded to exempt foundry grade 
pig iron with phosphorous 
content of 0.2 per cent and 
above and produced by a unit 
other than an integrated steel 
plant using coke as the princi¬ 
pal fuel from the whole of 
duty of excise leviable thereon. 

Trado Mission to 
China 

Association of Indian Engi¬ 
neering Industry (AIEI) has 
sponsored a four-member mis¬ 
sion from leading engineering 
companies in India, represent¬ 
ing difTcrent sectorsof industry 
to visit theCanton Fair,China, 
and also to transact business 
in the areas where the Chi¬ 
nese had specifically indicated 
their interest during their visit 
to the Second Indian Engi¬ 
neering Trade Fair in February 
last 

The delegates were impres¬ 
sed by the capacity and capa¬ 
bility of Indian engineering 
industry. They found the pro¬ 
gress of the engineering sector 
outstanding and complimen¬ 
ted the industry for the de¬ 
gree of technical advancement 
which it had achieved. The 
delegation had shown interest 
in scooters, electronic equip¬ 
ment, alumina and other ma¬ 
terials, steel tubes, process 
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e^paiem md 
iinw|jM9, (ionstftictkdi. and 
jsaitimDvW equipnieiiit, Idast 
fkaniioea for steel industry, and 
hatu} tools. The delegation 
whicA left on April 30, was 
led Mr T.D. Sinha—Mana^ 
ging Director, bdian Alumi* 
ttimn Co. Ltd. Other members 
wore Mr. M.K. Jhawar,— 
Chairman ft Managing Direc¬ 
tor, Usha Telehoist Ltd, Mr 
Apoorva Shah—Chairman ft 
Managing Director, Gujarat 
Sted Tubes Ltd. and Mr 
A. C. Patankar—Secretary, 
AIBI (Western Region). 

Cmtons Dttty on 
Niphthalono 

Keeping in view the short¬ 
age of naphthalene in the coun¬ 
try and its price in the inter¬ 
national market, the govern- 
ment has exempted 4,000 tons 
of naphthalene in pure form 
imported by M/s SAIL Inters 
national Ltd. frrmi whole of 
the customs duty leviable 
thereon. This has been done 
to make available naphtha¬ 
lene to the consuming indus¬ 
tries at reasonable prices. 

IFFCO’s KamHa UnH 

The Kandia plant of the 
Indian Farmers Fertiliser Co¬ 
operative Ltd. (IFFCO) which 
went into production early in 
1975 'completed one million 
tonnes of production of high 
analysis NPK fertiliser on 
April 21, 1978. To mark the 
occasion, a special function 
was held in the port town at 
which the chief guest was Mr 
Babu Bbai Patel, chief minis¬ 
ter of Oiqarat, who presented 
a bag of fertiliser, represent¬ 
ing the millionth tonne of 
NPK production to a farmer 
of Anandsar/Ningar village, 
district Kutch, whidi has been 
adtqned by IFFCO for inten¬ 
sive iitt^rated a^icultural 
developmeitt. Token awards 


wcgm also presented to all 
wiriters and officials in the 
■plant in recognition of their 
otttstand^g perfotmance in 
surpassing the production 
capacity of the plant. 

Grants far Anricultural 
Resaarch 

The Indian Council of Agri¬ 
cultural Research has been 
awarded two grants totalling 
Rs 6,702,813 by the US 
Department of Agriculture 
(USDA) for research into new 
techniques for weed control 
and post-harvest technology 
of perishable fruits and vege¬ 
tables. Out of the total am¬ 
ount Rs 42.97 lakhs are 
earmarked for weed control 
and Rs 24.06 lakhs for post¬ 
harvest technology. The two 
projects are in the high prio¬ 
rity research area established 
by theScience and Technology 
Subcommission of the Indo- 
US Joint Commission. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the month 
of March, 1978, the sixth 
month of the season 1977-78 
was about 1,135,000 tonnes as 
against 794,000 tonnes during 
the corresponding period last 
season. This brings the total 
production during the first six 
months of the season 1977-78 
to about 4,526j000 tonnes as 
against 4,181,000 tonnes dur¬ 
ing the corresponding period 
last year. The oflF-take of 
sugar from factories during the 
month of March, 1978, was 
about 361,000 tonnes for in¬ 
ternal consumption and nil for 
exports^ as against about 
285,000 tonnes for internal 
consumption and 80,000 ton¬ 
nes for exports in the corres¬ 
ponding period last season. 
The total deqtatches in the 
flmt six months in 1977-78 was 


'21^,000 tonnes for internal 
botuumption and nil for ex¬ 
ports as aguhrtt 1,845,000 ton¬ 
nes for internal consumption 
an4 273,000 tonnes for ex¬ 
ports during the correspond¬ 
ing period last season. The 
total closing stock of sugar 
with the factories as on March 
31, 1978, was about 3,900,000 
tonnes as against 2,895.000 
tonnes on the same date last 
season. 

Pakistau Railways 

Pakistan Railway has chalked 
out a plan to prepare coaches 
according to international 
standard so that it may not 
find any difficulty in running 
trains to Europe when Iran 
completes its portion of rail 
track linking Pakistan. In the 
new design of coaches, Euro¬ 
pean standards would be fol¬ 
lowed instead of the American 
standard. The present num¬ 
ber of coaches was not suffi¬ 
cient to meet the requirements 
of the passengers. To meet 
the situation, the Carriage Fac¬ 
tory at Islamabad had been 
fully geared into operation. 


Hus factory will pgrapare 150 
coadhes annually. 

SmriwM Mint 
Ttkts Ovar 

The centre has taken over 
the Swadeshi Cotton Mills—«ix 
units and three. sub-units 
sfuead over Uttar Pradesh, 
Rajasthan and Pondichwry. 
They will be run directly by 
the National Textiles Corpora¬ 
tion as a holding company. 
Minisier for Industries, Mr. 
George Fernandes, announc¬ 
ed in tne Lok Sabha that the 
objective of the take-over was 
to give a clean and efficient 
management. The mills would 
never be returned to the ers- 
while owners, he assured the 
house. The announcement meets 
demands made to this effect 
in and outside parliament. 

Mr Fefnandes observed 
that the history of the mills 
showed that there was need to 
have a national debate whether 
family managed concerns were 
relevant in the present context 
at a time when there was har¬ 
dly any thing like private 
capital and resources. Public 


For Attention of Employers 

The last date for filling your ANNUAL RETURN ofthe salaries 
paid and the Tax deducted therefrom by you during the preceding 
Financial Year has been extended this year to 30th June, 1978. 

Form No, 24 which is the prescribed Form for the ANNUAL 
RETURN has been revised vide Notification dated 31st March, 1978 of 
the Central Board of Direct Taxes. 

FAILURE to furnish the ANNUAL RETURN in due time attracts 
penalty extending to Ra. 10 for every day of default. 

REMEMBER TO FILE COMPLETE AND CORRECT ANNUAL 
RETURN IN THE REVISED FORM NO. 24 BY 30TH JUNE, 1978. 

For forms or any other information/assistance, contact your assessing 
I.T.O. or the P.R.O. 

Issued by: 

Director of lospection 

(Research. Statistics & Publications) 

INCOME TAX DEPARTMENT 
NEW DELHI.. 

davp-78/39 
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Snandal institutions provided 
the capital by and large. The 
money, there fore, came firom 
the taxpayer. 

Names in the News 

Mr R.J. Shahaney has been 
elected president of the Asso¬ 
ciation of Indian Engineering 
Industry (AIEQ for the year 
1978. Mr Shahaney is the 
Manaeina Director fDesien- 



Mr R. J. Shahaney 

nate) of Ashok Leyland Ltd— 
the well known commer¬ 
cial vehicle manufacturers. He 
joined Jessop & Co Ltd in 
February 1953 and was its 
Chairman and Managing 
Director 

Mr Rahul Baiat has been 



Mr Rahul Baja{ 

elected Vice-President of the 
AIEI for the year 1978. Mi 


Bajiy is the Cbnumtn and 
Managing DinMor of Bajaj 
Auto Ltd. He jh widely con¬ 
nected with vadknis industrial 
organisidions and has been. 
Chairman, Devdopment Coun¬ 
cil for Automobile & Allied 
Industries, President, Asso¬ 
ciation of Indian Automobile 
Manufacturers and Vice-Presi¬ 
dent, Mahratta Chamber of 
Commerce & Industries. 

At the annual regional 
meeting of the Association of 
Indian Engineering Industry 
(Northern Region), Mr W. N. 
Talwar, Managing Director 
of Payen Talbros Ltd and 
Mr M. K. Modi of Modi Arc 
Electrodes Co. were elected 
Chairman and Deputy Chair¬ 
man of the Association res¬ 
pectively for the year 1978-79. 

Mr. Sisir Mitra, Managing 
Director oi Cyanamid India 
Ltd, has been re-elected 
President of the Organisation 
of Pharmaceutical Producers 
of India (OPPI) for the third 
year (1978-79) in succession, 

Mr M.N. Karani, Director 
of CIBA-OEIGY of India 

Ltd . has been re-elected 



Mr H. N. Dutt 

Vice-President. Mr. H.N. Dntl 
Gupta, Managing Director oi 
East India Pharmaceuticals 
Ltd.. Calcutta, has been eleo^ 
ted another Vice-President 


LINCH.EUM 


-the decorative floor-covering 

used uvuryiMlNra for o munbor of good romm I 


d ev^cATCNmo 
Available in vivid cotouri. 
attraetiva patterns and pleating 
designs ^greater eye-appeal I 

• lASY-TO-UV 

No Intricate processes involved 
1 -the Instant floor-covsring I 

# MOST NYQIENIC 
Oust-snd-dirt-proof—easy to 
eltsft^ssps Interiors hygienic 
and clean I 


• aOUND^AMONBENT 
Abtorba sound effectively 
the 'hush-hush' floor-covering I 

• LONG LAITINB 

Tough enough to take eny 
punishment - and lacte 
longec I f 

• VALUE TON MONIV 

Matches your needs—and 
your budget I \ 




LINOLEUM comes to you 
in four distinctive types: 

Plains, Jaspes, 
Moirelux & ihrmteda. 

Also available: Lino Tiles 
in Flams and Jaspes. 


INDIA LINOLEUMS 
LUtlTED 

9/1, R. N. Mukherjee Road, 
Caicuttfr-Togool m: 
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AFfAIRS 


Iwlm Oversea* Bank 

Indian Ovbksbas Bank has 
recorded a profit of Rs 3.61 
crores during the year 1977 as 
against Rs 3.07 crores a year 
bef<m showing a rise of 17.6 
per cent. The bank revealed 
an impressive growth showing 
a rise in deposits of other 
accounts in India and abroad 
to a figure of Rs 655 crores 
against Rs 470 crores a year 
before, increasing by nearly 
40 per cent in one year. In 
India, aggregate deposits (ex* 
elusive of inter-bank and other 
liabilities not in the nature of 
deposits from the public) rose 
significantly by Rs 157.6 crores 
against Rs 112.9 crores in the 
preceding year. The growth 
rate at 38 per cent was well 
above the national average of 
21 per cent. The bank maintain¬ 
ed its lead over other public 
sector banks in the rate of 
deposit accretion for the third 
consecutive year. 

Priority Sector Advances 

The ratio of priority advan* 
ces to gross credit in India 
reached the 33^ per cent norm 
stipulated by the government 
of India, well ahead of the 
deadline (March 1979), a clear 
manifestation of the bank’s 
abiding interest in promoting 
the well-being of the economi¬ 
cally weaker sections. Out¬ 
standing advances to priority 
sectors recorded an increase of 
ow Rs 30 crores during the 
year and stood at Rs 117.5 
crores as of end 1977, cover¬ 
ing nearly 420.000 borrowers 
-^<vast majority being small 
a^ marghiAl farmers, landless 


labourers and other socially 
backward persons, artisans and 
craftsmen, repatriates, small- 
scale industrialists and small 
businessmen. 

A record number of bran¬ 
ches were opened in India— 
86 compared to 75 in the pre- 
ceeding year. Approximately 
three fiftlis of the new branches 
were located in hitherto un¬ 
banked centres. Nearly one 
fourth of the new branches 
established in 1977 were in the 
under banked states of UP, 
West Bengal, MP, Orissa, 
Bihar and Rajasthan. 

Indian Aluminium 

Indian Aluminium Company 
proposes to expand and diver, 
sity its activities. It is pursuing 
the prospect of expanding its 
alumina capacity. Expansion of 
the smelters at Alupuram and 
Hirakud is being considered, 
state the directors in their 
annual report for 1977. The 
company also continues to 
investigate the feasibility of 
seting up the caustic soda- 
chlorine plant at Haldia in 
West Bengal for which it 
holds a letter of intent. 

The company has also recei¬ 
ved a letter of intent for an 
increase in the capacity of its 
foil mill at Kalwa by 1,500 
tonnes per annum. It expects 
to receive shortly the govern¬ 
ment’s decision on its applica¬ 
tions for installations of an 
extrusion press and expansion 
of Taloja sheet mill. It has 
undertaken a modernisation 
programme for its Belur sheet 
mill at an estimated cost of 
Rs 4.50 crores. The programme 
is aimed at improving the pro- 


duetioa faofiities and capacity 
vtjliiatiMi. 

The directors state that the 
indigenous production of alu¬ 
minium will fhll short of 
demand in the current year 
also unless urgent efforts are 
made to supply more power to 
the aluminium smelters. The 
iitdustry’s production was 
around 182,000 tonnes in 1977 
against 211,000 tonnes in 1976 
because of power shortage. To 
meet the demand the govern- 
ment permitted imports of 
about 10,000 tonnes of the 
metal. 

The company's production 
in 1977 was lower by 22 per 
cent than in 1976 due to power 
shortage as well as a strike by 
the workers at the fielgaum 
plant. The capacity- utilisation 
in the smelters was low at 56 
per cent against 72 per cent in 
the previous year. 

The company’s sales were 
around Rs 117 crores in 1977 
against Rs 132 crores in 1976. 
Its gross profit was placed at 
Rs 4.57 crores against Rs 5.60 
crores for 1976. 

AtuI Products 

Mr Siddharth Kasturbhai, 
chairman, ^Atul Products has 
indicated in his statement to 
the shareholders that under 
the new industrial policy, 
many dyes groups such as azo 
dyes, basic dyes, indigo, naph- 
thols, phthalocynines, reactive 
dyes (cyanuric chloride group) 
fast colour bases and optical 
whitening agents have been 
reserved for the small-scale 
industry. He expressed his fee¬ 
ling that the organised indus¬ 
try should be left free to expand 
within the above groups where 
complicated products, exten¬ 
sive technology, economy of 
scale and inter-relation of pro¬ 
ducts, considerable technical 
R ft D effort and large invest¬ 
ments were required. Re 


hoped that tho genmomoat 
would look into this aspect m 
greater details. 

The monthly production of 
betanaphthol had reached the 
licensed capacity. The pro¬ 
duct had been of very satisflic- 
tory quality in general. Other 
plants also worked satisfactori¬ 
ly during 1977. The company 
was going ahead with its 
various expansion and diver- 
siheation programmes. It pro* 
poses to participate in a joint 
venture project under the 
style Vanavil Dyes and Che¬ 
micals Ltd. floatted by Tamil 
Nadu Industrial Development 
Corporation which was esta¬ 
blishing a dyestuffs factory. 
The company proposed to 
take up 25 per cent of the 
equity capital of the new com¬ 
pany, while the TNIDC 
would take up 26 per cent of 
the capital anh the balance 49 
percent would be issued to 
the public. 

Larsen & Toubro 

Larsen & Toubro Limited 
has submitted a proposal to 
the government to put up a 
giant cement project with a 
capacity of 5,000 tonnes per 
day and an investment of 
Rs 100 crores. The project 
will be located in the Chand¬ 
rapur district of Maharashtra. 
The project will be implemen¬ 
ted in two phases, each phase 
having a single kiln of 2500 
tonnes per day capacity. The 
board of directors of the 
company is reported to have 
cleared the first phase of the 
project with an investment of 
Rs. 50 crores. The project 
will be implemented as a 
division of the company. It 
is expected that subject to 
expeditious receipt of various 
government approvals, the 
first phase would be operat¬ 
ional during 1981. Work on 
the second phase wrU comm¬ 
ence soon after the first phase 
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has been siuicess/kiUy com- 
missioned. 

When completed, this will 
be the largest dry process 
cement plant in the country. 
The plant design will incor¬ 
porate the most modem tech¬ 
nology including precalcina¬ 
tion. Nearly two million ton¬ 
nes of cement per year will 
be produced by this plant on 
completion of the second 
phase. 

Svadashi Mills 

The sales of the Svadeshi 
Mills Co Ltd, net of excise 
for the year 1977 were Rs 
22.53 crores compared with 
Rs 18.85 crores for the pre¬ 
vious year. The gross profit 
of the company for the year 
1977 was Rs 112.81 lakhs 
(Rs 89.01 lakhs). After pro¬ 
viding for depreciation Rs 
40.94 lakhs (Rs 37.47 lakhs), 
taxation Rs 28.00 lakhs (Rs 
15.00 lakhs) and investment 
allowance reserve Rs 15.CQ 
lakhs (Rs 15.70 lakhs), the 
balance available for appro¬ 
priation (including the brou¬ 
ght forward balance in profit 
and loss account ofRs 8.01 
lakhs) was Rs 36.88 lakhs 
(Rs 34.85 lakhs). The direc¬ 
tors of the company have re¬ 
commended preference divid¬ 
end of Rs 7.14 per share : nd 
equity dividend of Rs 20 per 
share (Rs 20 per share), agg¬ 
regating Rs 25.27 lakhs. The 
directors have also recommen¬ 
ded the issue of bonus shares 
in the ratio of one fully paid 
ordinary share of Rs 100 for 
every four ordinary shares 
held, subject to obtaining the 
approval of the Controller of 
Capital Issues. 

WIMCO 

WlMCO has declared an 
equity dividend of 16 per cent 
for 1977 against 17 per cent 
paid for the previous year. 
Since the reduced dividend is 


i!tom Rs 127.S9 lakiis to Rs mm te tbo ymr. 

130.59 lokhs. Aimpi^viding Acoat^tioil^ the 
Rs 70.25 lakhs (Rs 79,31 staMhentHie comiMUiy undo 
lakhs) for depreciation and , a lower gross j>roflt of Rs 

20.84 lakhs against Rs 22.53 


jpayaUe on a 8ll^Umtially 
increased capital of^ Rs 8.45 
crores against Rs ^.2 crores 
in the previous year^ the total 
distribution will be larger 
even though the new shares 
allotted during 1977 are eligi¬ 
ble for dividend on a pro-rata 
basis. Despite a slight im¬ 
provement in turnover from 
Rs4J crores in 1976 to Rs 
41.6 crores in 1977, the profit 
available for appropriation 
wa> Rs 1.47 crores against 
Rs 1.57 crores. This is attri¬ 
buted to lower realisation on 
sales of paper and higher sel¬ 
ling expenses on matches. 

The project for modernising 
the sodium chlorate plant and 
for the manufacture of card¬ 
board match boxes at Ambar- 
nath have been implemented. 
The match boxes will be mar¬ 
keted in some of the cities in 
western India from early 
May. Exports of magnetite 
electrodes, chemicals and 
other items which had amoun¬ 
ted to Rs 41 lakhs in 1977 
are expected to exceed Rs 1.5 
crores in the current year. 
Judged by the sales experi¬ 
ence for the first quarter of 
1978, the company’s outlook 
is better. The turnover of 
all items amounted to Rs 
10.2 crores compared to Rs 
8.5 crores in the correspon¬ 
ding period of 1977, showing 
an increase of 20 per cent. 
The sales for the whole of the 
current year arc expected to 
aggregate Rs. 48 crores. 

Ahnifdakad Advance 
MHb 

The Ahmedabad Advance 
Mills has mainiained the 
equity dividend at 16 per cent 
for 1977. According to the 
preliminary statement, net 
sales have risen by 48 per cent 
from Rs 18.43 crores in 1976 
to Rs. 27.29 crores in 1977. 
The gross profit • increased 
marginally by 2.3 per cent 


Rs 34 lakhs (Rs 4 lakh) foir 
development r^te reserve 
and a^ some adjustments 
the balance available for dis¬ 
posal is Rs 50.82 lakbs (Rs 
61.71 lakhs). Equity and pre¬ 
ference dividend will absorb 
Rs 27.43 lakbs. A sum of 
Rs 7.50 lakhs (same) has been 
transferred to debenture re¬ 
demption reserve and Rs 2 
lakhs (Rs 3.35 lakhs) to the 
general reserve. 

S.B. Properties 

S.B. Properties and Enter¬ 
prises Ltd. which is setting up 
a luxury hotel at Jaipur, pro¬ 
poses to enter the capital 
market shortly to raise Rs 
41.80 lakhs from the public by 
issuing 418,000 equity shares 
of Rs. 10 each at par. The 
issue is fully underwritten. 
The company's issued capital 
at present is Rs 23.20 lakhs. 
The nine storey hotel will have 
94 double bedrooms and a 
deluxe suite. Besides it will 
have an all purpose restaurant, 
conferencc/banquet hall, bar 
and a roof top restaurant. The 
building structure is almost 
complete and air conditioning 
plant and lifts have already 
been installed. It is expected 
to be ready for occupancy 
from August next. The com¬ 
pany has signed a contract 
with ITC Ltd. for providing 
consultancy service and mar¬ 
keting and operating experi- 
tise. The project cost, esti¬ 
mated at Rs 201 lakhs is to 
be financed by share capital 
of Rs 65 lakhs and loans 
from banks and financial 
institutions of Rs 136 lakhs. 

Triveni Engineering 

Triveni Engineering Works 
has recorded sales of Rs 22.71 
crores for the year ended 
October 1977 against Rs 19.06 


Mkhs. After jn'ovtding Rs 
6.50 iBkiM (Rs 5.38 kikbs) for 
depreciation, Rs 1.06 htkhs 
(Rs 2.26 lakhs) fdr invest¬ 
ment allowance and Rs 3.40 
laichs (Rs 7 lakhs) for taxa¬ 
tion there is surplus of Rs 
6.23 lakhs against Rs 4.52 
lakhs. Equity dividend has 
be^ cut from 15 per cent to 
10 per cent but is payable on 
the increased capital by (he 
one for one bonus issues. 
Dividend will absorb Rs 7.84 
lakhs (Rs 1.43 lakhs). 

Alfred Herbert 

For the year ended Decem¬ 
ber 1977, Alfred Herbert 
(India) has reported a gross 
profit of Rs 31.40 lakhs on 
sales of Rs 4.42 crores again¬ 
st a profit of Rs 46.32 lakhs 
on sales of Rs 5.82 crores in 
the previous fourteen month 
period. Equity dividend has 
been proposed at five per cent 
against 12 per cent which will 
absorb Rs 5.25 lakhs against 
Rs 9.40 lakhs. After provi¬ 
ding Rs 13.43 lakhs (Rs 
14 21 lakhs) for depreciation, 
Rs 4.15 lakhs for investment 
allowance reserve and Rs 5 
lakhs (Rs 18.75 lakhs) for 
taxation there is a surplus of 
Rs 8.82 lakhs against Rs 
13.36 lakhs. A sum of Rs 
3.60 lakhs (Rs 3.96 iakhs) has 
been transferred to general 
reserve. 

Ftrro Alloys 

Ferro Alloys Corporation 
has maintained the equity 
dividend for 1977 at 12 per 
cent on the increased coital 
resulting from the one for one 
bonus issue made during the 
year. The overall production 
of ferro alloys was lower by 
11.3 per cent ovw the previous 
year, while that of chrome ore 
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was ijklier by 14.5 per oeat. 
The ttitnover was lower at %s 
18.£2 ta-ores in 1977 against 
Rs 19.69 orores in 1976 and 
the gross profit at Rs 2.91 
ctores against Rs 3 59 crores. 
After providing Rs 89.54 
lakhs (Rs. 80.96 lakhs) for 
dqrreoiation Rs 10.63 lakhs 
(Rs 13.19 lakhs) for invest¬ 
ment allowance and Rs. 120 
lakhs (Rs ISO lakhs) for 
taxation and after some ad¬ 
justments a sum of Rs 50.78 
lakhs has been transferred to 
the general reserve. 

While the fall in the total 
turnover was mainly due to 
reduced exports of chrome ore, 
the decline in the profit was 
due to increased cost of pro¬ 
duction of fcrro alloys and of 
chrome ore and comparatively 
lower sales realisations. Sales 
realisations and profits were 
adversely affected by ihe fall 
in the exchange value of the 
US dollar and the levy of a 
duty at Rs 75 per tonne on 
export of chrome ore 

The demand for fcrro alloys 
in the domestic market in the 
current year was considered 
satisfactory and there were 
indications of improvement 
in the export market The 
turnover in the first quarter of 
the current year has already 
touched Rs 5.72 crorcs. 

Sandol (India) 

m his statement to the 
shareholders, Mr S. Ranga- 
nathan, chairman of Sandoz 
(India), has pointed out that 
under the new drug policy 
stress was laid on the utilisa¬ 
tion of high technology and 
the production of basic sub¬ 
stances. He added that a 
number of questions still 
needed to be dearly defined 
by the authorities. He hqped 
that the government would 
take a realistic view while 
considering the problems of 
individual cases in order to 


utable the industry to make 
ftulher contributions towards 
the national economy tuid the 
consumers at large. 

Sales growth of the pharma¬ 
ceuticals division in the do¬ 
mestic markets has been 
satisfactory. Sales of agro¬ 
chemicals increased substan¬ 
tially in 1977. The extension 
activities of this division too 
continued during the year. 

The directors have revealed 
that for the dyes division, the 
textile and leather industries 
remained the main markets 
during 1977. Despite the 
difficulties being faced by 
these industries, the division 
succeeded in improving its 
turnover in 1977. 

TAFE 

Mr Kirti Nidhi Bista, 
prime minister of Nepal, 
visited the factory of Tractors 
and Farm Equipment Limited 
(TAFE) recently. Thepri're 
minister was shown round 
the manufacturing facilities 
by Mr A Sivasailam, chair¬ 
man and managing director, 
Mr. M. Ramaswamy, general 
technical manager and Mr 
MLS. Rao, general works 
manager. He was also shown 
the futuristic version of the 
tractor which TAFE will be 
manufactunng m India to 
supplement and eventually 
replace the earlier Massey- 
Ferguson model currently 
being manufactured under 
licence in the country by 
TAFE. The company has a 
300,000 sq. ft, manufacturing 
plant at Madras and nearby 
a training school for dealers 
and staff. To date TAFE has 
built over 47,000 tractors of 
which 5,500 were built in 1977. 

Haryana Shaat Glass 

Haryana Sheet Glass Ltd. 
proposes to set up a new sheet 
glass unit near Sonepat, 


ISuyana. The project, estimat¬ 
ed to cost Rs 165 lakhs, has an 
installed capacity of 2 81 
million square metres (two km 
basis) and will manufacture 
sheet glass of plain, white and 
tinted varieties. Plant and 
machinery including spares to¬ 
gether with electrocast refrac¬ 
tories and special clay will be 
imported. The fourcault glass 
drawing machines equipped 
with automatic glass cutting is 
to be supplied by Techmas- 
Export, USSR. A major portion 
of the requirements of electro, 
cast refractories will be obtain- 
ed from a French firm. 

The project will be financed 
by equity capital of Rs 60 
l^hs and term loans of Rs 105 
lakhs. The directors, friends 
and associates have taken up 
equity shares worth Rs 24 lakhs 
and 360,000 equity shares of 
Rs 10 each are to be offered to 
the public. Considerable pro¬ 
gress has been made in the 
implementation of the project. 
Orders for most of the machi¬ 
nery, both imported a-nd indi¬ 
genous, have been placed. 
Erection of the plant and 
machinery is expected to start 
by August and commercial pro¬ 
duction by October next. Since 
this will be the first unit of its 
kind in the north the company 
expects a ready market for its 
products in the region itself. 

Garwart-Wall Ropes 

Garware-Wall Ropes Ltd, a 
company jointly promoted by 
Garware Filament Corpn Pvt 
Ltd and Wall Industries Inc, 
USA, shall shortly begin the 
production of large diameter 
synthetic ropes in the country. 
The new company will pioneer 
the manufacture of eight strand 
braided ropes from polypropy¬ 
lene, nylon and other blend^ 
syntiwtic fibres for shipping in 
addition to the conventional 
three strand ropes. The braided 


ropes are used in the shipping 
industry for tugging, mooring 
and other operations, since 
these ropes are of the special 
torque free, non-kinkable, 
balanced variety. Besides ship¬ 
ping, braided ropes shall also 
find extensive application in 
the fast growing oil exploration 
agencies in oceanography and 
in defence. 

The company has been 
granted an industrial licence 
to manufacture 2000 MT of 
large diameter synthetic ropes 
and firm orders have been 
placed for imported and indi¬ 
genous machinery required for 
the production of ropes of inter¬ 
national specifications and qua¬ 
lity. In addition, the company 
has acquired the existing twine 
and rope manufacturing busi¬ 
ness together With land, build¬ 
ing, trained personnel and 
marketing set-up of Garware 
Filament Corpn Pvt Ltd 

Project Cost 

The project cost of approxi¬ 
mately Rs 176 lakhs, is being 
financed by a share capital of 
Rs 60 lakhs, foreign exchange 
loan of Rs 55 lakhs sanction¬ 
ed by ICICI, a term loan of 
Rs 25 lakhs from the Bapk of 
India and an unsecured loan 
from Garware Filament Corpn 
of Rs 18 lakhs and the balance 
will be met through internal 
cash accruals. Out of the total 
share capital of Rs 60 lakhs, 
Garware Filament Corpn and 
Wall Industries Inc, New 
Jersey, USA, (WALL) have 
each taken up shares of Rs 12 
lakhs (20 per cent). Shares of 
Rs 3 lakhs have been reserved 
for directors, friends and/or 
associates. The balance of 
Rs 33 lakhs (330,000 shares of 
Rs 10 each) will be offered to 
the public. The public issue 
opened on April 24, 1978. 
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Tax concessions in budget 
proposals for 1978-79 


RIICOBDS 


AND 


STATISTICS 


Moving for consideration the biii to give effect to the financial proposals of the central 
government for 1978-79, the Finance minister, Mr H.M. Patel, introduced a few 
modifications which entailed a total revenue loss of Rs 28 crores in a fuil year. The 
ievy on advertisements was revised to assist small newspapers and small 
entrepreneurs. The bill sought to discontinue the grant of export markets development 
allowance in relation to expenditure Incurred after March 31,1978 but it will now 
continue to be available only to export houses, small-scale exporters and consultancy 
firms. The levies on coal and power have also been scaled down. 

Full text of the Finance minister'e speech In Lok Sabha is given below : 


I HAVE already explained the 
salient features of the main 
proposals contained in the 
finance bill m my budget 
speech. The details of the 
specific provisions in the Bill 
have been given in the Expla¬ 
natory Memorandum circula¬ 
ted to Hon’ble Members, I 
do not, therefore, consider it 
necessary to traverse the same 
ground again 

The Finance Bill ha^ been 
before the hon'ble members 
for nearly two months. Du¬ 
ring the debate on the Bud¬ 
get, and thereafter during 
discussions on the demands 
for grants of individual 
ministries, various suggestions 
have been put forward by 
hon’ble members with regard 
to the proposals contained in 
the Bill. 1 have also received 
a number of representations 
from members of the public, 
chambers of commerce, and 
other trade and professional 
associations on the proposals 
contained in the Bill. I take 
this opportunity of expressing 
my gratitude to hon’ble 
members and to all others 
who have made constructive 
suggestions. 

On a careful consideration 
of these suggestions, I have 
decided to modify some of 
my original proposals. With 


the indulgence of the house, I 
will briefly explain the princi¬ 
pal chartges that are proposed 
to be made in the provisions 
of the finance bill, I shall 
first deal with the proposed 
changes in the sphere of direct 
taxes. 

Mitigating Hardship 

The bill provides for the 
disallowance, in the compu¬ 
tation of taxable profits, of a 
specified percentage of ex¬ 
penditure incurred by tax¬ 
payers on advertisement, 
publicity and sales promo- 
motion. It has been repre¬ 
sented that while large en- 
terprises might be able to 
absorb the impact of this 
measure, the proposed dis¬ 
allowance will result in hard¬ 
ship in the case of medium 
and small enteiprises. In 
order to avoid hardship to 
them, the bill already pro¬ 
vides that no disallowance 
will be made in cases where 
the aggregate expenditure on 
advertisement, publicity and 
sales promotion does not 
exceed Rs. 20,000 in a year. 
This has been criticised fts 
being stnnewhat too low a 
sum. With a view to ensur¬ 
ing that genuine small enter¬ 
prises are not adversely 
affected by this provision, I 


propose to raise the mone¬ 
tary limit of Rs 20,000 to Rs. 
40,000. 

Relief to Newspapers 

It has been represented 
that the proposed measure 
will seriously endanger the 
existence of small news¬ 
papers. In order to ensure 
that the proposed measure 
does not result in any fall in 
the advertisement revenues 
of such newspapers, I pro¬ 
pose to provide that no dis¬ 
allowance will be made in 
respect of expenditure on 
advertisement in any news¬ 
paper with a circulation not 
exceeding 15,000. As there 
is little scope of any extrava¬ 
gance or wastefulness in 
statutory advertisements or 
advertisement for recruit¬ 
ment of staff, I propose to 
provide also that no dis¬ 
allowance will be made in 
respect of expenditure on 
advertisements which fall in 
these categories. 

It has been pointed out 
that the expressions “publi¬ 
city” and “sales promotion” 
are of wide amplitude and 
should be defined precisely. 
While an exhaustive defini¬ 
tion of these terms is difficult, 
I propose to clarify that no 
disallowance will be made in 


req>ect of certain items of 
expenditure, including ex¬ 
penditure on sales confer¬ 
ences, press conferences and 
trade conventions; partici¬ 
pation in trade fairs and ex¬ 
hibitions; establishment char¬ 
ges, including salaries of 
staff; catalogues and price 
lists. Power is also being 
taken to add to these items 
through rules framed by the 
Central Board of Direct 
Taxes. 

Under an existing provi¬ 
sion in the Income-tax Act, 
entertainment expenditure in 
excess of specified limits is 
disallowed in computing the 
taxable profits. It is propos¬ 
ed to clarify that expenditure 
on entertainment in connec¬ 
tion with publicity and sales 
promotion will continue to be 
disallowed under the existing 
provision which is more 
stringent that the provision 
proposed in the finance 
bill. 

Useful Concession 

The bill seeks to disconti¬ 
nue the grant of export mar¬ 
kets development allowance 
in relation to expenditure 
incurred after March 31, 
1978. It has been urged that 
this tax concession has played 
a useflil role in diversiiybig 
and stimulating Ridia’s ex¬ 
ports. The process of di¬ 
versification is, however, fkr 
from complete'and continued 
efforts are required for larger 
exports of our products, The 
share of the small-scale 
sector in these exports is of 
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(iollftij^able iiiij(>ort8i)ce. It 
has fben rcfirasonted that 
jn vjc|<^ qT ^ stiff cwipcfti* 
tion world narhets, the 
esqxnt of Indian products is 
flidnjl diallenging problems, 
which necessitates continued 
marketini; thrusts on the part 
of our exporters. I have 
given cacefhl thought to these 
considerations and have deci¬ 
ded to comintie the scheme of 
export markets development 
allowance with some modifi¬ 
cations. 

The scheme of export mar¬ 
kets development allowance 
will now be available only to 
export houses recognised by 
the minirtry of Commerce; 
small-scale exporters; and 
consultancy firms. Currently, 
export markets allowance is 
granted at the rate of 250 


per cent of the actual expendi¬ 
ture on develqmient of 
export markets in the case of 
widely-held domestic com¬ 
panies an4 at the rate of 
133.3 per cent in the case of 
other taxpayers. 1 propose 
to reduce the quantum of 
deduction in the case of wide- 
lyheld domestic companies 
from 150 per cent to 133.3 per 
cent. It is also proposed to 
reduce the list of eligible 
items of expenditure qualify¬ 
ing for deduction under this 
provision by omitting two of 
the existing entries. 

The bill provides for a de¬ 
duction ill the compulation of 
taxable income of 50 per cent 
of the amount invested in 
equity shares of new indus¬ 
trial companies, With a view 
to providing a stimulus to 


hoBSe-twilding activity, I 
propose to extend this con¬ 
cession to investment in new 
equity shares of approved 
conqpanies established for 
providing long-term finance 
for construction or purchase 
of residential houses in the 
country. 

The bill seeks to provide 
that Indian citizens, who are 
rendering service outside 
India and who visit their 
home country during any 
financial year on leave or 
vacation, will not be regarded 
as resident in India in that 
year in cases where their stay 
in the country during that 
year does not exceed 89 days. 
Under the provision in the 
bill, this concession has been 
restricted to cases where the 
service of the Indian citizen 


outside India is sponsored by 
the central government or 
the terms and conditions of 
such service have been appro¬ 
ved by the central govern¬ 
ment or the prescribed autho¬ 
rity. I propose to delete this 
restrictive condition so that 
this concession becomes 
available to all Indian citi¬ 
zens employed outside India, 
irrespective of whether the 
service of the individual is 
sponsored by the govern¬ 
ment or the terms and condi¬ 
tions of such service have 
been so approved or not. 

The finance bill seeks to 
provide that every person, 
irrespective of whether he 
has been assessed to nneome- 
tax or not, will have to pay 
advincetax on a voluntary 
basis Under the provision 
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in the Bill, all taxpayers, in¬ 
cluding those who have not 
been previously assessed to 
income-tax would be required 
to make an estimate of the 
advance-tax payable by them 
before the date on which the 
first instalment of advance 
tax is due in their case. As 
it may be difficult for tax¬ 
payers who have newly set up 
a business or profession to 
make an accurate estimate of 
the advance tax payable by 
them early in the accounting 
year, I propose to provide 
that new tax-payers, that is^ 
those who have not been 
previously assessed to income- 
tax, may contihue to furnish, 
as hitherto, an estimate of 
advance tax before the date 
on which the last instalment 
of advance tax is due in their 
case. 

Fixed Deposits 

The finance bill provides 
that fixed deposits with banks 
made after February 28, 
1978, will not be regarded 
as an eligible mode o in¬ 
vestment for the purposes of 
exemption of long-term capi¬ 
tal gains. 1 had introduced 
this provision because banks 
were allowing substantial 
advances against the security 
of fixed deposits, with the 
result that tax payers who 
got exemption from capital 
gains by making such de¬ 
posits obtained an unduly 
large benefit without commen¬ 
surate sacrifice. On a care¬ 
ful consideration of the re¬ 
presentation received against 
this proposal, I have decided 
to continue fixea deposits 
with banks as an eligible 
mode of investment subject 
to the fulfilment of certain 
conditions which are intended 
to ensure that no loan or 
advance is taken by tax- 
papers against the security of 


such deposits for a period of 
three years. 

The various modifications 
proposed b> me will result 
m a Io«>s of Rs. WJ crores in 
a full year and Rs. 8.8 crores 
in 1978-79. 

May 1 now turn to the 
proposals covering indirect 
taxes. 

Tax on Power 

A number of hon’ble mem¬ 
bers have spoken about the 
levy of excise duty of two 
paise per kilowatt hour on 
electricity generated in the 
country. 1 have also recei¬ 
ved representations from the 
state governments, state 
electricity boards and in¬ 
dustry. The imposition of a 
duty on the generation of 
electricity was with a view to 
mobilising resources needed 
for the Plan particularly in 
view of the large investment 
in the power sector. It has 
been brought to my notice 
that one of the problems faced 
is that power which is gene¬ 
rated cannot be fully utilised 
and is not entirely available 
to the state electricity boards. 
This arises because of the 
use of power for auxiliary 
consumption as well as be- 
cause of transmission losses. 

I must make it clear that 
since the tax on electricity 
is a tax on production 
and not on sales, the 
losses on accoiuit of trans. 
mission cannot be taken 
cognition of from the strictly 
legal pdint of view. However, 
in view of the practical diffi¬ 
culties involved, 1 have already 
exempted the electricity which 
is used in auxiliary consqmp- 
tion. I purpose to go further 
and give a uniform reduction 
of 10 per cent of the duty 
payable on the current gene¬ 


rated after deducing the auxi- 
liaiy consun^tiem, thus rest- 
ricting the levy to 90 per cent. 

I had already proposed that * 
a rebate of duty would be 
granted on electricity used 
for agricultural purposes. In 
order to simylifV the adminis¬ 
tration of this rebate. I pro¬ 
pose to make it available to 
corront supplied by the Elec¬ 
tricity Boards and others at 
their agricnltural tarif& for 
agricultural puiposes. 

It has also been urged that. 
there is a time-lag between 
the production of electricity 
and the receipt of money 
from the actual consumers 
thereof and that, therefore, 
collection of duty should be 
regulated suitably. Keeping 
the normal time-lag in view, 
instructions are being issued 
to allow a period of two 
months within which the pro¬ 
ducers could pay the duty. 

Easy Instalm«Dts 

Certain difficulties have also 
been expressed regarding the 
recovery of amounts resulting 
from this levy from the actual 
consumers of electricity in 
respect of production in the 
first one or two months begin¬ 
ning from 1st March. While 
there would be no case for 
any waiver of the levy itself, 

1 am instructing the Depart¬ 
ment to allow payment in 
easy instalments, if need be, 
of the duty due in those 
months. 

It has been urged that the 
duty on electricity falls heavi¬ 
ly on certain industries. I 
recognise the need for con¬ 
sidering the cases of indus¬ 
tries such as aluminium in 
which electricity forms a large 
part of the actual cost of pro¬ 
duction of the goods and the 
desirability of affording some 
relief so as to maintain the 


availability of essentigl ptd^ 
ducts at reasonable prices. 
This questi&a will be gone 
mto at the earliest in consiil- 
isatiem with the concemed 
ministries. 

In the case of coal, on the 
analogy of the exemption 
granted to auxiliary consum¬ 
ption of electricity, I propose 
to exempt from payment of 
duty one per cent of the coal 
produced in the mbes. 

Hard Coke Exonpted 

It has been represented 
that the procedure availing of 
the proforma credit of the 
duty paid on coking coal used 
in the manufacture of hard 
coke is presenting practical 
difficulties. Keeping this in 
view, £ am exempting hard 
coke from the payment of 
duty. Thus, the actual levy 
will be limited to coking coal 
at seven rupees per tonne and 
other coals at five rupees per 
tonne. There will be no real 
loss of revenue due to these 
changes. 

Hon'ble members will re¬ 
call that 1 had proposed to 
reduce the basic excise duty on 
auto-rickshaws used as taxis 
from 12^ per cent ad valorem 
to 10 per cent ad valorem sub¬ 
ject to the condition that such 
auto-rickshaws are registered 
with the transport authorities 
as taxis for the plying of pas¬ 
sengers on hire. It has been 
represented that most of the 
auto-rickshaws produced in 
the country are used as taxis 
and that the observance of < 
the aforesaid condition is irk¬ 
some in actual working. I, 
therefore, propose to remove 
this condition. 

The modifications which I 
have proposed will result in a 
loss of Rs. 17.43 crores in a 
AiIl year and Rs. 16.19 crores 
in 1978-79. 
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Trade Winds 


Wrra i«B sale of gold b; the Reserve Bank of India (RBI), the gold policy of the 
government has taken a new turn. In fact, ever since the Finance minister, 
Mr H. M. Patel, had indicated in his budget speech this year that the government had 
taken the decision to utilize a part of the accumulated gold to reduce the expansionary 
effect of the budgetary transactions and that the price of the yellow metal would thus 
be lovrered to prevent its being smuggled into the country, the bullion maricets all over 
the country had been anxiously waiting for the details of the scheme for the sale of 
gold. Bids for the first auction were submitted by the dealers on May 3 and 4 and 
actual sales took place on May S, 1978. The delay in the drafting of the scheme for 
the sale of gold by the RBI had raised its price In Bombay to an all-time peak at 
Rs 723 for 10 grams on April 23 last. However, with the announcement of the details 
of the scheme of gold auctions, the price of this precious metal nose-dived to Rs 650 
for 10 grams but only to rebound to Rs 700 fpr 10 grams once again. 

The new gold policy is intimately connected with the present position of the 
government with regard to foreign exchange reserves. It is common knowledge that 
at present the foreign exchange reserves of our country have crossed the Rs 5,000 
crores mark. A number of factors have been at work for this happy trend in our 
foreign exchange reserves position such as the buoyancy in exports consequent upon 
world-wide inflation and stability in prices within the country, increased inflow of 
remittances from Indians abroad through legal channels and the smashing of the 
rackets of smugglers during the emergency. The incentive for the smuggling in of 
gold has always been provided to unscrupulous elements in society by the wide 
disparity between domestic and international prices of the yellow metal. For years 
smugglers have been active in bringing in gold and other goods clandestinely 
because they are in a position to offer very favourable rates of exchange to Indian 
nationals abroad who want to remit Amds to their relations in this country. There 
was a time when these clandestine dealers in foreign exchange could offer more 
than Rs 30 for the British pound (as against the ofilcial rate of Rs IS only) in 
London to those Indians who wanted to remit money to their relations in our 
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country. 

As stated earlier, it was during the emergency that these rackets were smashed 
and rmnittances from Indian nationals abroad started flowing in increasingly 
through the legal channels. Ever since the oil crisis in the last quarter of 1973, a 
large number of our artisans and engineers have migrated to west Asian countries 
also where lucrative employment is available in abundance; a number of these 
Indian nationals has also been remitting funds to their relations in this country. 
The remittances thus constitute a powerAtl source for the continued rise is the 
foreign exchange reserves. 

The price of gold in our country has sometimes shot up beyond the mark of 
Rs 7Q0 for 10 grams which rate provides mote than 40 per cent incentive to 
smugglers of gold. The Finance minister, Mr Patel, is rightly fearAil of an 
increase in the smuggling activities if tile upsurge in gold prices in our countiy con¬ 
tinues. It will also jeopardize the continued inflow of foreign exchange to this 
country. Therefore, to the extent the sale of gold by the RBI on behalf of the govern¬ 
ment of India would assist in the continued receipt of foreign exchange from Indians 
abroad, it is indeed welcome. 

The arguments advanced against the sale of gold are too well-known. They 
were stated—^not for the first time—-almost 15 years ago by Mr Morarji Desai who 
was at that time the Finance minister in the late Jawaharial Nehru's cabinet. The 
gold policy formulated at that time had two basic reasons—first to wean the people 
away from the use of the yellow metal and second to reduce the price of gold in rite 
country. Unfortunately, during the last one and a half decades, gold policy of the 



goverjtment has failed miserably. has 
not reduced the use of gold for the manu¬ 
facture of ornaments and large sections 
of society in this country ocmtinue to 
hoard their savings in gold and jewellery. 
The belief that the Indian people would, 
like the families in the west, be made to 
realise hi due course the fhtility of look¬ 
ing their valuable savings in gold and 
ewellery has not come true. 

If by any magic the Indian people 
could be persuaded to disgorge all the 
gold they have stored either in the form 
of bidlion or jewellery it could certainly 
throw up substantial capital resources— 
sometimes estimated at Rs 25,000 crores 
■r-for stimulating the Indian economy. 
But this has not happened so far and 
according to current indications, it is not 
likely to happen in the near future. In 
the light of this trend of events, the 
government of India is Mly justified in 
adopting a change of policy which came 
into being on May 5. 1978. By selling 
gold that it has in its stocks and also by 
importing gold from abroad, it would be 
able to ensure a check on the smuggling 
of gold and the consequent easy avail¬ 
ability of foreign exchange resources. 
The doctrinaire approach adopted and 
practised for almost 15 years has done 
more harm than good to the economy. 
The pragmatic approach adopted by the 
Finance minister seems to be the most 
plausible and practical solution under 
the current circumstances. 

by tenders 

On April 22 the Reserve Bank of India 
(RBI) publicised the scheme for the sale 
of gold. It was announced that the RBI 
would sell gold twice a month on behalf 
ot the govemmmit of India. The gold, 
it was stated, would be auctioned on the 
basis of sealed tenders to licensed 
dealers. 

The first auction took place on May 3 
'and 4. The subsequent auctions have 
been fixed for May 16 and 31, June 14 
and 28, and July 12 and 26 No dealer 
will be permitted to hid for less than 
1000 grams and more than 5000 grams at 
any auction. The bidder will be required 
to indicate the quantity of gold and the 
prioe at which he is willing to buy. At 


eachiauction, the RBI wilt 6x a reterve 
prica of gold; tenders below that price 
will tte rejected. Evm (hough the quan¬ 
tity af gold to be sold at each auction 
was not made known while publishing 
the scheme, at the first auction 492.6 kg 
of gold was sold. 

In the first instance, the government 
will dispose of smuggled gold which has 
been confiscated and whose total volume 
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is estimated to be around 25 tonnes. The 
stocks of this gold will be supplemented 
by gold received from the Kolar gold¬ 
fields and Hutti mines. The government 
has not indicated its policy in regard to 
the import of gold when the indigenous 
stocks with the government are exhausted 
but it is a foregone conclusion that the 
government will be obliged to import 
gold worth 10 to 20 crores of rupees 
every month if it is keen to continue 
to receive remittances from Indian natio- 
nals abroad through banking channels 
and is desirous of not allowing the 
smuggler to raise bis ugly head. 

Broadly, the gold auctions in this 
country follow in the footsteps of the 
IMF auctions with the difference that the 
IMF indicated the volume of gold to be 
sold at each auction which the RBI has 
not done so far. For instance, in the case 
of IMF sales of gold on April 5 this 
year, awards to successful bidders were 
made at the price actually bid ranging 
from US $ 177.61 to US S 180.26 an 
ounce; the RBI sale prices at (he first 
auction varied from Ks 620 to Rs 663 
for 10 grams. 

The first auction did cause considerable 
confusion because out of the 416 bidders, 
only 229 were successful. The RBI rqee- 
ted the rest for a variety of reasons. It 


is legitimate to eotpeot fikat at tlte neari 
auction on May 16i, the ani&ber of vaUd 
bidders will be larger and the vMumorif 
gold asi^d also wQl bemoch mose than 
what was disposed of at die ftrst 
auction. 

The meagre quantity of gold sold at the 
first auction did not depress the market 
according to expectations. For the post 
many days, the supply of gold by the 
smugglers had dwindled while the market 
demand had increased due to the busy 
season. This is the time when the Ihrmer 
in the northern states has cash in hand 
after having disposed of the kharif cri^, 
and is keen to solemnise the marriages 
of his grown-up children. That is why 
the demand for gold in the north is 
brisk. If the price of gold has not fallen 
after the first auction, it means that the 
gold sold so far is far less than the 
market demand. After a couple of auc¬ 
tions, it is bound to ease. 

In recent years, the value of our gem 
and jewellery exports has been on the 
increase. In 1976-77, the level of their 
exports at Rs 242 crores had occupied the 
fifth rank after engineering goods, tea, 
iron and steel and garments. The draft 
Plan for the period 1978-79- 1982-83 
envisages an average annual export of 
gems and jewellery at about Rs 400 crores. 
Hitherto, gems have constituted a lion’s 
share of these exports but as soon as the 
scheme for the sale of gold to jewellery 
exporters is finalised, the share of gold 
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jtfM^ery is expectcNl to increAM wibs- 
tanfiiUy. la Uie west Asiaa countries io 
pufici^, ths st^es of Jewellery snnau* 
ftctlued in our country ore eKttemely 
poittlor. If tbe exporters of jewellery 
are provided with gold at international 
IHrioes with the condition to export the 
whole of it in the form of jewellery, there 
are possibilities of not only earning 25 
to 50 per cent additional foreign ex* 
change but also in generating additional 
employment t^portunities in a craft 
which has been languishing for the past 
15 years. The mark-up in jewellery export 
prices in relation to the price of gold 
varies with the type of craftsmanship 
involved but it cannot be less than 20 to 
25 per cent in any case. And the export 
trade can oo'tainly provide means of 
livelihood to a few thousands of families 
of goldsmiths. In the wake of the gold 
control policy, the goldsmiths in this 
country had steadily started giving it up 
as a profession. It had naturally raised 
the fear that tht craftsmanship of certain 
areas would completely fade out in the 
course of time. The anticipated revival 
in the export of gold jewellery has once 
again generated the hope that the crafts¬ 
men of the yellow metal spread over the 
whole country possessing their own 
peculiar capabilities will continue to live 
and will not die out. 


lure of geld 

In such industrially advanced countries 
as the USA, the lure for gold has almost 
disappeared. But it has taken a long time 
and substantial improvement in standard 
of living of the people to bring about this 
change. Nearly 77 years ago—on March 
14, 1900, to be precise—the official price 
of gold in the USA was fixed by the Gold 
Standard Act at $20.67 an ounce. At that 
time, gold did fonn the basis of the mone. 
tary system i.e. dollars could be convert¬ 
ed into gold at the stipulated rate. For 
nearly 33 years, the price of gold remain¬ 
ed pegged at that rate. It was on January 
31,1934, that President Roosevelt raised 
the price of gold to $35 an ounce. Earlier, 
in 1933, the American citizen had been 
forbidden to possess gold bullion. 

The new price of gold had no meaning 
for the American citizen because he could 
not get his dollars converted into gold 


at the official rate. In ffict, he could not 
hold gold in the foita ofbultion. The 
outside world, however, was assured that 
the doltar could be redeemed at the rate 
of 135 an ounce. In ihet, the oomersiime 
of the Bretton Woods agreement (accor. 
ding to which the Intermtiional Monetary 
Fund was bom) was the rigidly fixed rate 
of exchange for each currency which, in 


turn, was translated In terms of gold at 
US $35 an ounce. 

The USA continued to honour this 
commitment till 1968. By that time, the 
US stocks of gold had been halved to 
$11 billion at the official rate of exchange. 
President Nixon evolved a two-tier system 
according to which only the central banks 
of other countries could get their dollars 


Sale of Gold is a Practical Proposition 

M. R. Pal 


While loiiio of the budget groponle like 
partial disallowance of ozpeoditnre. on ad?er- 
tisemeats and sales promotion bate irkod the 
business community in Bombay» one proposal 
which has been well received is that of sale of 
gold by the government. Bombay being one of 
India's leading centres for gold sales aod for ex¬ 
port of Jewellery, traders here have natnrally 
lauded this proposal which will put moro money 
into their pockets. Support comes also from 
some leading economists who have no personal 
interest in the practical economics of gold 
sales. 

The argument by Mr D.R. Pendse, 
economic adviser to a leading business house, 
who had strongly pleaded for gold imports a 
few months ago. Is simple. Gold imports and 
sale is a practical proposition purely from an 
economic angle. Govermnent will i,et about 
Re 2 crores for every tonne of gold owing to 
the difference between the Internal and inter¬ 
national price of gold. Surphie money in tim 
hands of the people, especially la rural areas, 
will be absorbed by the government in this 
nmnner. We have large foreign balances. 
High-priority items like machinery, and capital 
goods are not imported even if the government 
Is wHllog to give licences for them Around 
Ri ISO erorss of foreign exchange are received 
every monlli from semi-skilled and unskilled 
Indiuns abroad. Their fomilies get rupee 
equivalent of foreign exchange but have no 
use for this foreign exchunge. The government 
of India needs foreign exchange for its massive 
development programme, but has no rupee 
resources. So why not sell gold to the people 
who need It and get foreign exchange? The 
amount should be set apart In a fund for rural 
dovelopmeot, Mr Pendse suggests. 

Mr Shanttlal N Sonawala, vlce-piesidcnt 
of the Bombay Bullion Aasociation nnd author 
of several articles on gold asks for a realistic 
policy. Even Reserve Bank and govemmeut 
offlchilf who plead for gold control come to 
Jewelers for gold Jcwellcfy for weddings in 


their fomily! At least 0 tottnes of gold are 

required every year for about 20 lakh weddhigsl 

He argues that Instead of opening opportunities 
for the smugglers to fulfil this Inevitable need, 
government should import and sell goM. 

He suggests sale In limited quantities to 
12,000 licensed dealers who In turn will pass it 
on to goldsmiths. This way, n track of gold 
can be kept. Mr Sonawala also snggests that 
for individual holding declaration limits shoaU 
be reduced from 2,000 to 1,000 grammes and 
4,000 to 2,000 per family. Wealth tax to 
government will Increase, he comments. 

Mr B.S. Mahninn, himself a leading 
iewellery exporter and n fonnder of tbe AH- 
India Sarafii Association fat 1903, pleads for 
total abolition of Gold Control. He warns that 
unless bureaucratic procedures are slmpUllsd, 
any scheme for Import and sale of gold by the 
government will not work. 

Mr Mahnian Is of the view that Gold 
Control shonid he tiytally scrapped •• It does 
not servo any purpose. The vnrloas books Ihnt 
licensed desilers have to maintain will anyway 
be maintained la that bnsiness. If the goveo- 
ment declares an amnesty to hoMers of gold on 
thelincsoftiw Voluntary Declaration Sehemo, 
considerable gold will bo nnloadod on the 
markets by people who are holding It it the 
moment. He feels that gold price has randisd 
a saturation point nnd unless tntemstfoaal 
prices move up, there Is no likelfhoodof any 
appreciation of gold price In India. At the 
moment, smuggling through country craft has 
almost stopped, because, the margla of^35% 
between the intemathmul and domeetfc price If 
not sofficleat for the smugglers This margin 
should at Isest be 45% to cover 10% tasurance, 
10% seixore costs end 25% nit retursi. 
Some people are of the view that whatever gold 
Is smuggled Into the country is mninly through 
diplomatic bags whereby insurance and seisura 
coets are avoided bat for obvious reasons tt Is 
not pomihle to testify It. 
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redeemed In gold while the private ope- 
rators were doiied this ihcUity. Conse¬ 
quently in the free markets of the world, 
the prioe of gold started shooting-np. In 
1971, President Nixon stt^qied the mie of 
gold to foreigners altogether, The price 
of gold notionally was raised to 138 an 
ounce in December 1971 and further to 
$42.22 an ounce in February 1973. By 
that time, the Bretton Woods agreement 
on foreign exchange rates had completely 


GOLD PRICES IN LONDON 
at MUMI HK ring OUHCI 



collapsed and all the currencies of the 
world had started floating. 

The price of gold rose to $200 an ounce' 
but declined when the IMF started sales 
of its gold. At the time of writing, it is 
fluctuating around $170 an ounce. 
The announcement by the Finance 
fflimster, Mr H. M. Patel, on Febru¬ 
ary 28 this year that the government 
could commence sales of gold in the 
domestic market, caused a flutter in the 
international gold markets of the world 
such as London and Zurich. The specula¬ 
tors in these markets were of the view that 
the demand for gold would drop because 
the measure taken by the government of 
India would reduce the smuggling of gold 
into this country; hence there was a per¬ 
ceptible drop in gold prices in these 
markets. 

The oflicial price of gold in the USA 
continues to be $42.22 an ounce which, 
in fact, i.s no more than an academic 
exercise. While the world price of gold is 
well above $170 an ounce, the US govern¬ 
ment seems to derive some comfort in 
evaluating its gold slocks at $42.22 an 
ounce. Strange are the ways of the 
governments! Even in our own country, 
the Reserve Bank of India put the value 
of gold In its stocks at Rs 53.58 for 10 
grams up to May 1966 and at Rs 84.39 
for 10 grams thereafter; even today, it 
evaluates its stocks of gold at that price 


even^lhougb the price at which it has 
started selling gold since May S is seven 
to ei|^t times the notional price. 

At the international level, there has 
been a persistent effort to dethrone gold 
from tte high pedestal it has occupied 
always. The birth of the Special Drawing 
Rights (SDRs) was hailed a few years 
ago because it was believed that the 
growth of international trade would not 
be hampered by the paucity of gold and 
that the SDRs—popularly known as 
paper gold—would dispense with gold as 
a medium of exchange. And it is true 
that the use of SDRs in international 
trade is steadily growmg. 

What is the total stock of gold in the 
world? This is a very diflScult question to 
answer. The socialist countries do not 
disclose the sizes of their gold hoards 
though in times of distress they do un¬ 
load sizeable quantities of the yellow 
metal in the free markets of the world so 
as to buy foodgrains and other essential 
goods. Rough and ready estimates put 
the total world stocks of gold between 
two and three billion ounces. If these 
stocks are evaluated at the notional price 
of $42.22 an ounce, the dollar value of 


It was a better week this time in the local 
stock market. It was mainly on account of the 
steadiness in security section, where except today, 
conditions were cheerful following official sup¬ 
port for most of the scrips. 3 per cent (198d) 
came upto Rs 99.10 and though they were a few 
annas lower today sentiment in the section con¬ 
tinues to be steady. Jute has been another active 
counter, though far less than expected working 
on the bonus issues of the four wompanies in the 
Jardine Henderson group. The industry itself 
possibly has better day to look to, what with 
the removal of export restrictions and the possi¬ 
bility of better conditions of trade, if the pre¬ 
sent inter-Dopiuiion consultations succeed. 
Next season’s Jute crop is normal and if every 
thing goes well a good year is in store for the 


gold hoards ia the wor)d varies betwoea 
$85 bilUoa aad $125 billion. Out of this, 
the USA is estimated to have around $11 
billiop worth of gold while other govern¬ 
ments afld coDtrol banks in the non-com¬ 
munist countries are reported to have 
gold valued between $35 billion and $40 
billion. The annual addition of gold 
stocks is around $50 million ouncM 
worth two billions of dollars at the 
notional price of gold. The largest pro¬ 
ducer of gold in the world is South 
Africa which is responsible for nearly 
three-fourths of the annual addition to 
gold stocks. The other countries which 
produce substantial quantities of gold 
every year are the USSR and Canada. 

The demand for gold for consumption 
originates in the jewellery shops of the 
world followed by the dentists. Lately, 
the consumption of gold in the manufac¬ 
ture of electronic components has also 
sizeably increased. But the bulk of the 
demand for gold is due to the lust for this 
metal in many countries where it is hoard¬ 
ed as a store of value. There is the com¬ 
mon belief that the market ptice of gold 
in the long run takes into account the 
inflationary trends all over the world. 
After 1968, the speculators in gold all 


industry and trade. The market has been, how¬ 
ever, fickle in lending support to the jute scrips. 
The best price for Howrah, for example, was 
only Rs 83 8 during the week. Reliance Rs 8d.8, 
Kanknarrah Rs 325 and Kamarhatty Rs 635. 
If one remembers that it was recently that a 
sizeable dividend declaration for the first two 
and a generous bonus scheme for all the 
four were announced and if one also shares the 
above mentioned hope of better prospects 
for the whole industry in the days to come, it 
passes understanding as to where comes the 
snag which prevents better support to this sec. 
tion. It is at the same time difficult to say 
that the market is weak for even with slight 
increases in prices sellers are seen holding off 
for still better quotations—and that is not 
a symptom of weakness. 
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oveii tto wotU liAve made big i»oflts Mttlniieat of internatkiitfl dobts but it 
becdbnt of tito tpnrt in tbs price of tihe lemaina to be seen how fltf they will com- 
ytSian metal. And there otemaiiy govern- {rietely displace gold, foitiany, the SD&s 
menls who couider gold as ^ aafest were also computed io terms of gold but 
inveriment as a store of value which in now they me expressed hi tarmi of a 
the long run appreciates in value. SDitf weigined average of exchange rates of the 
are Slowly taking the place of gold in the major currencies of the world. 


Improved packaging 

for reducing waste 


The emphasis placed by the minister 
for Commerce, Mr Mohan Dharta, as 
well as Mr M.C.T. Pethachi, chairman of 
the Institute of Packaging, at the last 
week’s seminar, organised here by the 
institute, on consumer protection through 
better packaging, on improving packag¬ 
ing standard and research and develop, 
ment activity in this field is not mis¬ 
placed. The patterns of packaging in 
our country have changed very slowly. 
Notwithstanding the fact that the new 
packaging materials such as plastics, 
aluminium foils, etc, have come to be 
utilised in an increasing manner, as is 
reflected by the development of the 
manufacturing capacities in these lines, 
overwhelming dependence still continues 
on traditional materials such as jute pro¬ 
ducts, paper and paper board, timber, 
glass and metal containers. 

diffarant prafarancaa 

The packaging preferences in our 
country, of course, are not the same as 
abroad. So far as bulk and medium¬ 
sized packaging is concerned, the re-use 
of containers by and large is the practice 
rather than an exception. Instances are 
not found wanting of the general con¬ 
sumer going in for such packaged articles 
in the case of which after the first use, 
the containers can be utilised for various 
other purposes. But this does not imply 
that single-use containers cannot make 
much headway. 

The growing urbanisation of the 
country and the consequent multiplication 
of internal trade its^ calls for a serious 


look at improving packaging standards if 
for no other reason than for avoiding 
wastages in transit. Mr Mohan Dharia 
pertinently pointed out at the above-men¬ 
tioned seminar that five to seven per cent 
of our cement output is being wasted 
currently as it is still being packed in 
gunny or paper bags, Only if this wastage 
could be avoided, he said, there would 
have been no need of effecting imports to 
bridge the gap between demand and 
indigenbus supplies. Mr Pethachi men¬ 
tioned in his address that about 12 million 
tonnes of foodgratns and 10 million 
tonnes of fruits and vegetables were 
wasted in the country at present because 
of poor packaging. Startling figures in¬ 
deed! The situation aggravates further 
if note is taken of the fact that poor 
packaging helps pilferage also. Proper 
bulk packaging of various consumer items 
itself can have a salutary effect on the 
containment of the price spiral; to the 
extent wastages can be avoided, supplies 
would get augmented. 

useful role 

As *was pointed out at the seminar, 
proper packaging has a very useful role 
to play in consumer protection Pilferage- 
proof packaging can ensure supplies to 
the consumer in correct weight and 
according to the indicated qualities. But 
a significant point to be noted in this 
connection is that the packaging costs 
have to be kept as low as possible so that 
the consumer can be induced to go in for 
more and more packed materials instead 
of buying riiem in the loose form. 

improviug packagfog techniques in 


regard to itaui^oNiintw. 
more impottant, as improved padcagiag 
not only enhanoestlte appeal of the p^ 
duct but also helps in increasing the unit 
value of exports. Consumer preferences 
abroad are changing fast. If we fiul to 
keep ourselves Ailly abreast of these 
changes, we mi^ not be able to squarely 
compete with so^ countries as Taiwan 
and South Korea. 

It is interesting to note that one 
of the reasons for the State Trading 
Corporation of India not resuming 
exports of sugar this year as yet is its 
search for the ways and means of meeting 
the foreign bikers’ prefomice for SO kg 
standard type lined bags, instead of 
100 kg jute bags being used for this 
purpose at present. Poor pa^aging. it 
may be mentioned, was alio one of the 
reason for our ex 3 >orts of cement recently 
suffering a setback to the west Asian 
markets. The packaging of exports, 
therefore, has not only to take into con¬ 
sideration the consumer preferences 
abroad but also the changes taking place 
in the shipping industry in re^xset of 
handling of materials. 

flaeal coneasaiona 

In view of the limitations of increasing 
the supplies of natural packaging mate¬ 
rials such as timber, man-made materials 
obviously have to be used in increasing 
quantities. The production of such 
materials needs to be encouraged even 
through grant of fiscal concessions. This 
can have a healthy impact on theenqiloy- 
ment situation, as production of these 
materials can be extmided to the nnall- 
scale and cottage industries sectors. 

The basic raw materials, of course, 
should be produced in the large-scale 
sector in the interest of ccmtaining costs. 
Several local materials which go waste 
at presoit such as rice husk and vege¬ 
table wastes, can be profitably utilised to 
produce inexpensive packaging materials. 
To some extent, this has already been 
done in the form of developing fruit 
packaging cases from pine needles. But 
there is still very good sccgm for making 
increased use of the locally-availahle 
cheap materials. 
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Facilities for the 

small-budget tourist 


LAyl^o of the foundatioii.stone for 
tbe 1,250-bed janata hotel at Windsor 
Place in New Delhi recently is indeed a 
significant development in the tourism 
industry of our country. The 20'Storey 
hotel, which will be one of the tallest 
buildings in the capital will make avail¬ 
able to the modest budget tourist a place 
to live in the heart of New Delhi at a 
reasonable price. It reveals a new trend 
in government polity because the foreign 
exdumge earned through tourism is not 
to be the only aim in expanding this 
industry. The modest budget tourists 
from universities and other enlightened 
grotQB help to project a good image of 
this country abroad, which also is an 
important outcome of tourism. When this 
hotel is completed, it will accommodate 
more Indian and foreign tourists than 
perhaps all the five-star hotels in New 
Delhi put together. 

facility restricted 

The announcement made by the minis¬ 
ter for Tourism and Civil Aviation, Mr 
Purushottam Kaushik, that the govem- 
m^t would no more assist the construe- 
tion of additional four-star and five-star 
hotels also indicated a new look at the 
tourism industry. The limited resources 
available for tourism would be used 
entirely for the creation of facilities for 
domestic and foreign tourists in the 
middle and low income groups. Referring 
to the misgiving in certain quarters about 
the viability of janata hotels and their 
acceptability by foreign tourists, the 
minister aptly stated that a tourist pri¬ 
marily required a clean and comfortable 
room and proximity to the centre of the 
city. If these requirements are met, 
there should be no reason why foreign 
tourists would not patronise the janata 
hotels in comparison to the high-cost 
multi-star hotels. 

The total number of rooms available 
to tourists in the approved hotels in the 


country at the end of 1978 is likely to be 
18,700. Another 4,000 rooms are under 
construction. In addition, the construc¬ 
tion of IS youth hostels and 11 tourist 
bungalows, the establishment of holiday 
resorts at Gulmarg and Kovalam and 
the development of fheilities in selected 
wild life sancturies has expanded the 
accommodation for tourists sizeably. 

incrMMlno numbers 

The number of foreign tourists arri¬ 
ving in the country has increased from 
20,000 in 1951 to about 641,000 in 1977. 
During the previous five years, the 
growth rate was around 12 per cent per 
annum. There has been a steady increase 
in the destination tourist arrivals whose 
share has registered a rise from 43 per 
cent in 1964-65 to about 74 per cent. 
The average stay per tourist has also 
increased over the years. The major 
factors contributing to the growth of 
international tourism to this country 
include improvement in infrastructural 
facilities, introduction of concessional 
fares by airlines and railways and tour¬ 
ism promotional activities abroad. 

The overseas promotion of tourism has 
been undertaken through advertisements 
in the press, television and radio. Film 
shows and exhibitions in different univer¬ 
sities, cultural and religious institutes 
and department stores have been arran¬ 
ged. During 1977-78 nearly six million 
units of tourist publicity literature in 
English, French, German, Italian, Spa. 
nish, Japanese, Thai and a few other lan¬ 
guages were produced at a cost of Rs 76 
lakhs and distributed at various places. 
Literature has also been produced this 
year in Arabic and Persian for use in the 
fast develojjnntg markets of west Asia. 
The quality of this literature has continu- 
ously improved with the result that 
the ITDC posters <m ‘Kathakali’, 
‘Madhubanl Painting’ and 'Cfaildroiin 
Agartala* won gold medals at the inter¬ 


national Tonristi Posters BiUbition at 
Milan. 

Thd'department of Tourism has been 
opening a number of ofitees abroad to 
provide information and facilities to the 
incoming tourists. Th«e are now 18 
overseas offices located at Neir Yoric, 
San Francisco, Chicago, Toronto, 
London. Geneva, Paris, FrimkAirt, 
Brussels, Stockholm, Vienna, Milan, 
Sydney, Perth, Singapore, Tokyo, Bang¬ 
kok and Kuwait. Besides these offices, 
six tourist promotion offices have been 
located at Washington, San Francisco, 
Miami, Dallas, Melbourne and Tehran. 

The role played by the travel agents 
and such other institutions associated 
with the tourism industry has also been 
significant. This country is a member 
of World Tourism Organisation (WTO), 
originally called International Union 
of Official Travel Organisation (lUOTO) 
and its South Asia Regional Travel 
Commission (SARTC) and Pacific Area 
Travel Association (PATA). in fact the 
PATA annual convention held in New 
Delhi in January 1978 proved to be the 
biggest tourist conference held in this 
country. As many as 1,600 delagates 
including tour operators, travel writes 
and journalists attended this conference. 
This provided an opportunity for bring¬ 
ing India’s tourist attractions to the 
notice of leaders of travel industry. 

conaelldalino gains 

During the next five years it has been 
proposed to consolidate the gains already 
achieved through marketing and also to 
develop tourist facilities in a coordinated 
manner. The annual growth rate of for¬ 
eign tourist tniffic in the next five years 
is likely to rise to 15 per cent, (hi this 
basis the tourist traffic is expected to in¬ 
crease from the present 641,000 in 1977 
to around 1.23 million in 1982 and the 
requirement of additional hotel rooms 
has been estimated at 17,000. To meet 
the additional demand of rooms some 
more hotels will have to come tq>. The 
government is encouraging the private 
sector to come forward with proposals to 
build medium-budget hotels. A provision 
of Rs 6.44 crores has been made for 
‘^interest subsidy” on loans to be advan¬ 
ced by the financial institutions to hote¬ 
liers for the construct ion of hotels. 
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AIRCONDITIONERS 

Thoro sro thousands of our airconditionars in oparation Arctic Airconditkmers ara idaal for offices, hotais, 
in India. Europe and the Middle*East And it is not hospitals, stores, clinics, restaurants, clubs, banks, 
for nothing that they enjoy such popularity. homes, etc, and are available in two sizes. 1 and 

Arctic Airconditionars are sturdy, quiet and trouble* tonnes. 

free in operation. They can stand the heat of the We cannot promise you the bast after>sales<servica 

Arabian desert and the freezing cold of the European abroad. That s the department of the Arabs and 
winter. They coo* faster and better,creating a perfect Europeans But if you own one in India, you can be 
balance of temperature and humidity which improves sure of the best possible attention, 
efficiency. They can heat rooms too I 

e 

U Electronics Ltd. 

^ makes good things even better! 

Regd Office & Sales H 0 Aims Rem House 7th Floor, 1, Tolstoy Marg, New Delhi>110001 Phone.382001 
Branches * Ahmedsbad * Bombay * Bhopal * Calcutta * Chandigarh * New Delhi * Lucknow * Madras 
e Patna * Secunderabad 
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Rural mdustrialisation • Sulaabiu steal produe 
tion and plans • Jansta party dissansians 


Thb optimism expressed recently by 
the minister for industry, Mr George 
Fernandes, about the setting up of dist* 
rict industries centres (OICs) in at least 
400 out of the 460 districts in the country 
by the end of the current year may not 
materialise. Mr Fernandes revealed a 
few days ago that 120 such centres had 
already been se up and another 50/60 
would be established by the middle of 
this year. By the end (tf the year, their 
number would have multiplied to 400. 

These centres are being established as 
the focal points for the provision of all 
assistance required by the small-scale, 
cottage and rural industries, particularly 
those belonging to the tiny sector. Thqy 
are to be manned by technical experts 
in various disciplines with a view to 
identifying the particular industries which 
have a scope for development in differ¬ 
ent areas, arranging of inputs (including 
finance) and rendering assistance also 
for the marketing of products. 

lingaring doubta 

The doubts about the accomplishment 
of the target set by the minister arise 
because what has b^ done till now is 
primarily the conversion of the 112 or 
so centres which had been set up since 
1974 to the end of March 31 last under 
the Rural Industries Projects (RIP) 
programme. Not that such a conver¬ 
sion was not envisaged. The new 
policy for fostering industrial activity 
in the rural areas had proposed to con¬ 
vert the existing RIP centres into district 
industries centres by strengthening them 
suitably in the light of the new role ex¬ 
pected to be played by then. Under 
the RIP programme, the RIP centres 
were being multiplied to cover the entire 
country in a phased manner. But as 


mentioned above, it took nearly four 
years to establish 112 such centres in 22 
states and union territories. If the DlCs 
have to be manned by really competent 
personnel, their multiplication to about 
400, indeed, is not going to be an easy 
task. What is more important is that if 
the ambitious programme of fostering 
rural development through the setting u^ 
of small-scale, cottage and rural industries 
has to succeed, the DICs ought to be 
maimed not only by really competent 
persons but also they should have 
dedication and missionary zeal. If also 
remains to be seen how fhr the political 
pulls in the selection of these personnel 
will be contained. 

unsatisfaciory progress 

The progress registered under the RIP 
programme during the four years to 
1977-78, however, has not been entirely 
unsatisfactory. The programme is esti¬ 
mated to have been helpfiil in increasing 
the number of industrial units in the 
rural areas from 156,832 in 1974-75 to 
174,444 in 1975-76, 193,800 in 1976-77 
and 215,100 in 1977-78. The total capi¬ 
tal investment in these units in the four 
years aggregated to Rs 247.22 crores, 
Rs 303.04 crores, Rs 364.44 crore.s and 
Rs 431.98 crores, respectively. The gross 
value of their production went up from 
Rs 320.28 crores in 1974-75 to Rs 385.26 
crores in 1975-76, Rs 456.74 crores in 
1976-77 and Rs 535.37 ororea in 1977-78. 
The number of persons employed by 
them during the four years was 467,825, 
540,436, 620,300 and 708,200, respecti¬ 
vely. 

If the experience of the RIP programme 
is any guide, the misgivings being ex¬ 
pressed in some cirdes that the ambi- 
tioua programme of mnltiplyliig small- 


aaale, cottaia and tund tedualriha wffl 

IwOVEorCr uUSPUW MwUBDiiiHRI SFOOSi 

thagpvmniMtii CRT fbondil iaitttHttaiis 
and basis may prove to be nnwarrented. 
Of the iota! ipvestmeot in the tmila 
coveted by the RIP prognenpie hi Maidi, 
1976, amo«mtia|to Rs 203.B4 mores, the 
government loais accounted for tmly 5.38 
pm cent and assistance from banks and 
financial institutiona fbr 23.84 per cent. 
The balance 70.78 per cent requhements 
were met by the entrepreneurs themsdves. 

An interesting point to be aotioed 
about the RIP programme, as administer¬ 
ed hitherto, is that oni (rf'the 112 prqjects 
which had been set up by the end of the 
last finandal year, 92 projects were locat¬ 
ed in the industrially backward districts. 

With a view to ensuring adequate sup¬ 
plies of power to the Durgapur and 
Bokaro steelworks, the ministry of Steel 
is understood to be considming signifi¬ 
cant augmenting of in-plant power gene¬ 
ration capacity at the two projects. It is 
also proposed to import about one mil¬ 
lion tonnes of low ash content coking 
coal to supplement indigenous supplies 
in an effort to improve the working of the 
integrated steelworks. 

The production of saleable steel at the 
six integrated steel plants during 1977-78 
is stated to have fallen short of the tar¬ 
get set for the year by about 0 48 million 
tonnes, the actual production recorded 
being 6.89 million tonnes as against the 
target of 7,37 million tonnes. The 
Bhilai, Rourkela, and TISCO works 
marginally exceeded the targets set for 
them, but there were significant shortfalls 
in the output compared to the targets 
set for the Durgapur, Bokaro and IISCO 
works This is evident from the follow¬ 
ing table: 


Saleable Steel Ontpatin 1977-78 

(In thousand tonnes) 


Plant 

Target 

Actual 

Variance 

Bhilai 

1,925 

1,930 

(+) 5 

Durgapur 

1,000 

864 

(-)136 

Rourkela 

1,170 

1,178 

(+) 8 

Bokaro 

1,048 

815 

(-)233 

TISOO 

1.550 

1,601 

(+) 51 

IISCO 

680 

506 

(-)174 

Total 

7,373 

6,894 

(-H79 
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Ifae firmiiwCioii of saletble tt«d fo 
rtnd to tew fMMa adwtMftjr ateoted 
Myoarty a tttmbor of flctorB. These 

0 Fte^neat sestrictione-^nteniipdoiis 
in siqiply of power, particularly at the 
fiofcaro, Durgapur and IISCX> works. 

(ii) Oertain problems idating to coking 
00 ^ sujplies, both in terms of quantity 
and quality. 

(ii) Strikes attfaeDugda andBhojudih 
coal washeries in October, 1977, and 
partial strike in Bokaro by a section of 
workers in February/March, 1978. 

Close and constant liaison, of course, is 
stated to be being maintained by the 
Steel Authority of India with the ministry 
of Energy, the D VC and the coal supplying 
agencies with a view to securing improv¬ 
ed supplies of power and coking coal. 

The production plan for the current 
financial year envisages the raising of the 
output of saleable steel from the six 
integrated steelworks to 7.676 million 
tonnes—11.3 per cent more than the out¬ 
put recorded last year. 

The Bokaro steelworks is expected to 
be expanded to 5.5 million tonnes ingots 
capacity by 1982-83. The alloy steel plant 
at Durgapur is proposed to be expanded 
to 160,000 tonnes ingots-making capacity 
from 100,000 tonnes capacity at present. 
The Salem special steels plant is envisag¬ 
ed to be completed during this period to 
its first stage which will enable it to pro¬ 
duce 32,000 tonnes of cold-rolled stainless 
steel sheets and strips. 


Although the Janata party leadership 
discounts any possibility of a split in its 
ranks and is confident of effectively tack¬ 
ling the pressures that have developed in 
several states recently, the image of the 
party undoubtedly has sufi’ered some 
setback. 

A sizeable mnnber of legislators of 
Haryana have revolted against the 
leadership of the state chief minister, Mr 
Devi Lai. Two ministers of this state, 
Mrs Sushma Swaraj and Mr Tara Singh, 
as well as the chief parliamentaiy secre¬ 


tary, hir Jagaanath. tteif alle- 

gis^ to the dissideat 4 j ^4 nfion- 
ed to teve submitted MigiiarimM to 
the party president, Mr Ctendza Shekhar 
imdw advice to the drief nunister. 

In Uttar Rradesh, the mhiister for 
Local Self Government, Mr S.P. Mala- 
viya, has been dismissiM from the state 
cabinet 1^ the governor on the advice of 
the chief minister, Mr Ram Naresh Yadav. 
This step is stated to have been tdcen by 
the chief minister without consulting 
eithm the Janata party president or the 
parliamentary board. Mr Yadav has also 
expanded his cabinet by inducting two 
new ministers of cabinet rank, three minis¬ 
ters of state and two deputy ministers 
and has elevated one deputy minister to 
the rank of minister of state. 

In Madhya Pradesh, two general secre¬ 
taries of the state Janata party, Mr Raghu 
Thakur and Mr Akhand Pratap Singh, 
have been suspended by the president of 
the stare unit, Mr K.B. Ttekare, on the 
ground that they had started organising 
parallel district ad hoc committees. This 
step was also said to have been taken by 
Mr Ttekare on his own on the conside¬ 
ration that the organisation of parallel 
district ad hoc committees by the two 
suspended general secretaries had been 
frowned upon by the central leader¬ 
ship. 

MW party forniad 

Earlier, Mr P.C. Sen, the West Bengal 
Janata chief, had resigned from the 
party and had formed a new party of 
bis own, called the West Bengal Janata 
Paristed. The difficulties which the Bihar 
chief minister, Mr Kaipuri Thakur, has 
been facing for several months are too 
well known to be recounted. 

Much more significant, however, has 
been the step taken by the union Home 
minister, Mr Charan Singh, in sulmiitting 
his resignations from the national exe¬ 
cutive and the parliamentary board of 
the party as a protest against the moves 
to oust the chief ministers of Haryana and 
Uttar Pradesh. Submitting his resigna¬ 
tions firom the two party posts, Mr Charan 
Singh, who has beat ailing at the AIL 
India Institute of Medical Sciences for 
sevmral days, has alleged that the dissi¬ 


9B3 


dents had been enceniaged Iqr a |eo> 
tkto of the central leadership of the 
party. 

An interesting point to be noted about 
the above developments is that the dissi¬ 
dents’moves, particularly in Hatyana, 
Uttar Pradesh and Madhya Pradesh, 
have been spearheaded by the erstwhile 
socialist group. The chief minister of 
Haryana and Uttar Pradesh belong to the 
fonrerBLD group in the Janata party 
and the chief minister of Madhya Pradesh 
to the erstwhile Jana Sangh group. Mr 
P.C. Sen is the old Congress(0) leader. ' 
Mr Karpuri Thakur bdongs to the former ; 
BID group. 

forgntting th* past 

The central leadership, which has al¬ 
ready initiated moves to defiise the situa- 
tiott, of course, is confident that the mat¬ 
ters will be sorted out amicably. The 
prime minister, Mr Morarji Desai, has 
attributed the above tendencies to the 
internal dissensions common to all 
national party in the country and has 
expressed the view that although the 
Janata party came into existence through 
the merger of the erstwhile Congre8s(0), 
the Jana Sangh, theBLD and the Socialist 
party, they had yet to fiilly forget their 
past. The complete amalgamation of the 
various constituents of the Janata patty, 
according to him, indeed, is a time-con¬ 
suming process. The current dissensions, 
he felt confident, would ultimately dis¬ 
appear and gradually galvanise the difib- 
rent factions into the strong single party 
through the efforts of the moderates. The 
minister for External Affairs, Mr Atal 
Behari Vajpayee, has expressed the view 
that Mr Charan Singh would ultimately 
withdraw his resignations from the party 
posts. 

The central leadership is expected to 
take some hard decisions in the next few 
days to prevent organisational affhirs from 
drifting into chaos. Discipline needs to be 
urgently restored to the Janata party 
ranks. The sooner it is done, the better it 
would be. The Janata party came into 
existence at a crucial juncture in our 
history when despotic tendencies were 
gathering momentum. The consequences 
of its Ihilure can well be imapned. 
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Multinational eorporatlons: 

Dr (Mrs) L. Jsyslakshml a boon ot a curse? 


MultinationsI esmpanlM, according to llio author, who islloador in 
Economics, P80 Collogo of Arts and Seionco, Coimbatero, facilitate 
spoody flow of capital Into nsody oconomios accompanied by new 
tschnology. At the same time, the author says, the modus opsrandl 
of MNCs has boon under sovoro attack from the host countries and 
the Unitod Nations had to sot up a commission to keep a chock on 
their activitlss. 


The astonishing technological advances, 
new management methods, quick trans¬ 
port and rapid communications have 
helped international business to assume 
huge dimensions in the guise of multi¬ 
national corporations (MNCs). “Any 
business corporation in which ownmhip, 
management, production and marketing 
extend over several national jurisdictions 
is called a multinational corporation’* 
(Oiipon, 1976)”.‘ They are known as ex¬ 
tranational enterprise, transnational 
company, cosmocorp and a host of other 
names. 

Internationalism is a trend of our 
times. We see it in the form of such 
organizations as EEC and OECD. We 
even see it in the slowly growing detente 
between USA and Russia which aretrying 
to trade and join in cooperative ventures 
in space and ecological research. Further, 
the United Nations Organization as the 
global body has been striving to create a 
world of humanity and not of nations 
through Its various policies and pro¬ 
grammes. 

growing undarttanding 

The formation of various agencies 
like WHO, FAO, ECAFE, UNDP 
etc., the demarcation of 19S0-M) and 
196^70 as the first and second Deve¬ 
lopment Decades, the celebration of 1974 
as the international population year with 
the motto “The world belongs to the 
humanity’* and a host of other activities 
bring to light the conemn, care and com¬ 
mitment that the UN has in making this 
earth a good place for the habitation 
of humanity. Despite the cross-winds 
of nationalism, regionalism, and blocism, 
one could feel the growing understanding 
that our’s is really an indivisible world. 
Thus, the MNC is a right movement 


within the concept of global planning. In 
many ways, MNCs have been in the 
vanguard of this movement towards 
internationalism by helping to build a 
new world economic system—one in 
which the constraints of geography are 
going away—sometimes reluctantly to the 
logic of efficiency. 

The present global society is being con¬ 
fronted with a coterie of problems— 
pandemic inflation, sky rocketing oil 
prices, scarcity of raw materials, disequi¬ 
librium in international payments, poor 
harvests, rising unemplopment and 
poverty with all its attendent evils. In 


POINT 

OF 

VIEW 


such a world, ridden with shortages and 
scarcities, the demand for goods of every 
kind is multiplying almost at a geometric 
rate, while world resources remain finite. 
It is here that we need a means to use 
those resources with the maximum effi¬ 
ciency and with a minimum of waste. It 
is in this context that the MNCs provide 
mankind with a valuable instrument in 
terms of economies of scale, technological 
leadership, market strategy and the 
privileged access to raw materials. 

Another seminal problem of mankind 
is the skewed distribution of the world’s 
resources, both material and human. 
What is needed are mechanisms whereby 
tho.se resources can be identified, 
managed, and more equitably distributed. 
MNCs have the mechanism to effect the 


harmonious combination of fisetors with 
optimal output and minimal cost. 

In essence, MNCs can be taken as the 
most powerful organizations in the world. 
As special entities they have certain 
unique characteristics such as the size and 
geographical spread, the multiplicity of 
activities, command and generation of 
resources, and the use of such resources 
to fulfil their objectives which are corpo¬ 
rate growth and profitability. In brief, 
MNCs are business enterprises having a 
network of operations in many countries 
with centralised decision-making autho¬ 
rity and global strategy of conducting its 
manifold business, As Bhatt (1977/ 
describes **they wield enormous power 
and influence through their size, resources 
and contacts with governments and 
business partners”. 

base of multinationals 

Most of the MNCs belong to the four 
major exporting countries—USA, UK, 
France and West Germany. However 
USA is the single largest owner of MNCs 
m the world. Table I substantiates this 
fact.* 

As can be discerned from this table, 
eleven of the fifeeen largest MNCs are 
American, although the corporations of 
other industrial powers are among the 
oldest MNCs. The huge American 
ownership of MNCs can be attributed to 
the dynamism of the American people, 
the decline of European and Japanese in¬ 
fluences and the steady compression of 
time and distance owing to advances in 
communication and transportation. To 
these one must add the traumatic ex¬ 
perience of the world wars and the 
external challenges first of fascism and 
then of communism which awakened 
American business and political leader¬ 
ship to their stake in the outside world. 

An idea of the foreign investment of 
the MNCs will throw light on the dimen¬ 
sion of ownership nation-wise. 

Table II reveals that by early 1970s 
US had become the major owner of 
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ia t]i 0 world. It it said that she 
liad become more of a foreiga investor 
tlum an eiporter of domesticaliy /naan- 
ractared goods. 

How do these MNCs operate? They 
take advantage of pauper labour, raw 
materials availability and lenient labour 
laws prevailing in most of the less deve¬ 
loped countries (LDCs). They create 
internationalization of production by 
transforming the raw materials produced 
in one grohp of countries with the labour 
and plan facilities in others to manufac¬ 
ture goods and sell these goods in good 
markets. The fruits of science in the 
form of instant communication, quick 
transport, computers, modem managerial 
techniques etc. have been helping them in 
reshuffling resources and altering the 
pattern on almost a month to month 
basis in response to shifting costs, prices 
and availabilities. Hence, the political 
boundaries of nation states are too narrow 
and constrictive to provide adequate 
scope for their large scale operations. 
Therefore, “MNCs have been spreading in 
the world with substantial freedom, pro¬ 
ducing and selling their goods in a multi¬ 
plicity of national markets and begetting 
corporate offsprings of various nationali¬ 
ties in unlimited numbcis" (Ball 1975). 

In retrospect, one could sec these MNCs 


as lepveseating the beat hope for the 
fittum not because growth by aad itsdf 
is desirable, but because many of its by¬ 
products are like creations of new jobs, 
new wealth and higher living standards 
which in turn result in closing the various 
gaps—economic, educational and techni¬ 
cal—that have always fueled human 
jealousy of hatred and conflicts. In sum, 
they facilitate the speedy flow of capital 
into needy economies, with accompanying 
flow of technology and betterment of eco¬ 
nomic and social conditions. 

But the modus operandt of MNCs has 
been under severe attack from the client 
nations themselves. Their contention is 
that the MNCs do not carry on their 
operations in conformity with the national 
policies, objectives, priorities and goals 
of development. They are seen as a rival 
to the national state whose authority they 
overlap. The recent political coup in 
Chile instigated by MNCs is a solid proof 
of their belligerent behaviour and hostile 
attitute towards the host country. This 
amounts to an intrusion of the foreign 
policy of the home country into the polity 
of the host country. In other words, it 
is the “extra-territorial” application of 
policies, laws and regulations of the home 
countries into those of the host coun¬ 
tries. 


Tabli n 

Major CbnatriM' Stock of Forolgu 
Investmeut (1973)* 


Tablb I 

The Top Fifteen Multinational Corporations 


Company 

Corporations* total 
1971 sales (Billions 
of dollars) 

Foreign sales as 
percentage of 
total 

No. of countries 
in which subsi¬ 
diaries are located 

General Motors 

28.3 

19 

21 

Exxon 

18.7 

50 

25 

Ford 

16.4 

26 

30 

Royal Dutch Shell* 

12.7 

79 

43 

General Electric 

9.4 

16 

32 

IBM 

8.3 

39 

80 

Mobil Oil 

8.2 

45 

62 

Chrysler 

8.0 

24 

26 

Texaco 

7.5 

80 

31 

Unilever* 

7.5 

80 

31 

ITT 

7.3 

42 

40 

Gulf Oil 

5.9 

45 

61 

British Petroleum* 

5.2 

88 

52 

Philips Glocilompex fabricken* S.2 

N.A. 

29 

Standard oil of California 5.1 

45 

26 


Countries 

Investment share % 


1961 

1971 

us 

55.0 

52.0 

UK 

16.2 

14.5 

France 

5.5 

5.8 ‘ 

Germany, West 

2.8 

4.4 ( 

Switzerland 

3.9 

4.1 1 

Canada 

3.4 

3.6 . 

Japan 

1.3 

2.7, 

Netherlands 

2.1 

2.2! 

Sweden 

1.4 

2.1 i 

Italy 

1.9 

2.0 1 

Belgium 

0.4 

2.0 ' 

Australia 

1.9 

0.4 ' 

Portugal 

0.2 

0.2 

Denmark 

0.2 

0.2 ' 

Norway 

0.0 

0.0 

Austria 

. 0.0 

0.0 

Others 

3.7 

3.6, 

Total 

100 

100 

1 


*Owned by Britain. 


Further, it has been asserted that they ^ 
have led the developing nations into un¬ 
desirable consumerism. For instance Coca 
Cola in LDCs can be done away with 
because it is a low priority field in which 
indigenous alternatives are available and 
the production and sale of this drink may 
run counter to the national policy objec¬ 
tive of creation of employment potential. 

The MNC have been pushing into pro¬ 
duction those items suited to their econo¬ 
mic framework and not to that of the host 
nation. Many of such consumer goods 
can easily be produced without advanced 
or imported technology and the cause of 
job creation would better be served by 
reserving some manufacturing activities 
for small and tiny sectors of the economy 
which are really labour intensive units in 
the LDCs. j 

They swindle away the incomes of the i 
less developed countries by way of profits 
with their market capturing strategy. This 
is one of the most “tactic technology” 
innovated by these MNCs. Th^ com-1 
mand world-wide network.of efBcient 
sale agencies which have very good 
salesmen. For exaiqple drug multi- 
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lationals incur huge costs on promotion 
vhich will include advertisements, samp* 
es, gifts and other rewards like dinnets, 
rips abroad etc. Because 6 f this, in deve- 
oping countries, most of the physicians 
are so impressed by drug muttinaticmals 
salesmanship that they are even unable 
.0 remember the names of other medicines 
which are good substitutes at low prices, 
rhey also have corrupt practices like 
otioe discrimination, product differentia- 
.ion and such other monopoly trade 
tricks to push off their goods with 
substantial profit margins. 

MNCs with ail their powers and poten¬ 
tialities are not directly accountable for 
their policies and actions nor are they 
sulg'ect fo any form of control like the 
local firm by the corresponding national 
governments. Because of the imminent 
threat that these MNCs have posed for (he 
national economies, in the recent years. 


the dsanloi^ countriea have drawn 
the atfibBtion of the UN to evolve a code 
of conduct to govern their behaviour in 
the alien soils. 

In response to the request of less 
developed countries, the UNO has set up 
the Commission on Transnational Corpo¬ 
ration as a permmient body, consisting 
of representatives of 48 governments. 

The programme of work as conceived by 
the commission includes the development 
of a comprehensive imformation system 
on their activities, studies on urgent 
aspects of economic, political, social and 
legal impact of MNCs, technical co¬ 
operation, evolving a code of conduct 
etc. Apprehensive of the operations and 
activities of the MNCs, the LDCs have 
prompted the UN Commission to have 4. 
the code of conduct evolved in a compre- 5 . 
hensive way which would embrace the 
various dimensions of these MNCs so 


that they could become md partners of 
development and promiders of world 
peace and prosperity. It can be hoped 
that with the evolution of an effeetiva 
code of conduct together with its faithfhl 
imjfiementation the MNCs can really 
become a boon to the world and not a 
curse. 
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Defence expenditure after 1960 

K. C. Arya 


Wa ara tpandino 4.8 par cant af our gross national product on 
dafOnca. Tba author who ia connaetad with tho Economics 
Oapartmont of post-graduata studios and rsssarch, Hindu Collsga, 
Momdabad, says that on intarnational compariaon wa ara spanding 
on dafonea noHhar mora nor lass than our moans psrmit. 


Defence expenditure plays an important 
role in the expenditure account of almost 
all the countries of the world. Our 
country iano exception in this respect. 
As in many other countries, the amount 
of defence expenditure of India also 
increased since 1950 but showed a rapid 
rise after the dispute with Qiina in 1962. 

The inesent article analyses the trend 
and magnitude of defence expenditure 
in India in the li^t of total public ex¬ 
penditure as well as gross national pro¬ 
duct after 1960. It also presents a com¬ 
parative picture by giving the defence 
expenditure of some other countries. 

Table I shows the growth of defence 
expenditure during the period 1961-62 to 
1978-79 and defence expenditure as per¬ 
centage of gross national product. Our 
defimoe expenditure was the highest in 
percentage terms in 1963-64 i.e. 4.5 per 
cent and minimum in 1961-62 i.e. 2.10 per 
cent. It was constant in 1967-68,1969*70 


and 1970-71 (i.e. 3.30 per cent in each 
year). In 1971-72 defence outlay went up 
to 3.60 per cent of the GNP. It further 
went up to 3 70 per cent in 1978-79. The 
upward trend from 1961 to 1979 is shown 
in Table I. 

It can also be seen from Table I that 
per capita defence expenditure increased 
firom Rs 6.22 in 1961-62 to Rs 46.70 in 
1978-79 Except for a decrease from 
Rs 14.28 m 1963-64 to Rs 11.39 in 
1967-68 the trend remained more or less 
steady for the study period. 

Table II shows an analysis of defence 
expenditure as a percentage of the deve¬ 
lopment expenditure of the country as a 
whole (centre, states and union territories 
combined) wUch exhibits an interesting 
pattern. 

The amount of defence expenditure as 
a percentage of total government mtpen- 
diture (centre, states and union territories 


combined) is also shown in Table II. 
Defence expenditure as a percentage of 
total government expenditure increased 
from 11.1 per cent in 1961-62 to 14.7 
per cent in 1978-79. This percentage 
had soared to 17 per cent in 1964-65 
from which it came down to 14.4 per 
cent in 1970-7J. 

increased expenditure 

Defence expenditure in 1973-74 was 
estimated at Rs 1600 crores, which shows 
an increase of Rs 74.66 crores as compared 
to the revised provision of Rs 1525.34 
crores in 1971-72. Other commitments 
contributing to expenditure higher than 
Citimated in the budget provision that 
yeai was additional food subsidy to the 
extent of about Rs 17 crores, payments 
on account of the take-ovw of general 
insurance, coking and non-coking coal 
mines and Indian Copper Coiporation to 
the extent of Rs 56 crores, and Rs 18 
crores for rehabilitation assistance to 
about eight lakh people on the western 
front affected by December 1971 war with 
Pakistan. 

lite provision for defence expenditure 
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was|ii^ 27$2 crores in 1977-7B, Rs 56 
cram less than the jprovision made in the 
intelm budget. The provision for food 
sttb^dy and carrymg cost of buflfbr stocks 
had ^ been retained at Rs 460 croresf. 

Oar defence expenditure during (978-79 
will be Rs 2945 crores—Rs 193 crores 
more than last year's provision. However, 
at this level, defence preparations will 
cost the national exchequer only 16 per 
cent of the 1978-79 budget as compared 
with 18 per cent of the 1977-78 budget 
and 19 per cent of the 1976-77 budget. 

On the revenue side, ^he army will 
have the largest share of expenditure 
Rs 1731.55 crores—which is Rs 89.21 
crores more than the revised estimates 
for 1977-78; the air force will get 
Rs 571.99 crores as against Rs 540.83 
crores and the navy Rs 200.42 crores as 
against Rs 170 21 crores. Besides, there 
is a provision of Rs 147.61 crores for 
pensions to defence .services—Rs 14.13 
crores more than last year’s provision. 

capital outlay 

The budget cslimates also include a 
f rovision of Rs 293 69 crores for c »pital 
outlay on defence services and Rs 159 27 
crores for the ministry of Defence The 
capital outlay includes a provision of 
Rs 77.36 crores for arm>, Rs 109.91 
crores for the navy, Rs 26.92 crores for 
the air force and Rs 70 crores for 
ordnance factories.*|-*j- 

Defence expenditure as percentage of 
development expenditure increased from 
17.3 in 1961-62 to 24.5 in 1978-79. This 
percentage was maximum in 1964-65 i.e. 
27.7 and minimum in 1961-62 i.e. 17 3. 

Table III presents an analysis of 
defence expenditure as a percentage of 
non-development expenditure as a whole 
(centre, states and union territories com¬ 
bined). Defence expenditure as percent¬ 
age of the non-developmen' expenditure 
increased from 33.2 in 1961-62 to 40.3 in 
1978-79. This percentage was maximum in 
1964-65 i.e. 44.7 and minimum in 1973-74 
revised estimates of budget i.e. 30.1. 

Table IV gives an analysis of defence 

tThc Finance ministers budget speech, 1977-78. 

YiThe Hindustan Ttmes^ March 1, 1978, 


Tabus I 

Growth of Defence Expenditure 


Year 

Defence expen¬ 

GNP (at 

Defence expen¬ 

Per capita 


diture (net) 

current 

diture as per¬ 

defence expen¬ 


(in crons) 

prices) 

centage of GNP 

diture (Rs) 

1961-62 

312.49 

14848 

2 10 

6.22 

1962-63 

473.91 

15800 

3.00 

9.01 

1963-64 

816.11 

18045 

4.50 

14.28 

1964-65 

805.80 

21166 

3 80 

12.45 

1965-66 

884.76 

21847 

4.10 

12.96 

1966-67 

908.59 

2529^ 

3.60 

11.66 

1967-68 

96843 

29988 

3.30 

11.39 

1968-69 

1033.19 

30107 

3.40 

19.90 

1969-70 

1100.81 

33494 

3.30 

21.10 

1970-71 

1199.28 

36319 

3.30 

22.60 

1971-72 

1525.34 

42692 

3.60 

27.70 

1972-73 

1599.76 

46735 

3.40 

28.60 

1973-74 

1600.00 

57354 

2 80 

28.07 

1974-75 

211200 

68109 

3 10 

36.00 

1975-76 

2410 00 

71000* 

3.40 

40.60 

1976-77 

2544.00 

73100* 

3 50 

42.60 

1977-78 

2752.00 

76755** 

3.60 

44.50 

1978-79(BE) 

2945.00 

80403*** 

3.70 

46.70 


Source • '^Commerce, July 2, 1977 **Governmcnt of India, Economic Survey, 1977-78 
*’*^*The Hindustan TUncs^ March 1, 1978. 


Tarle II 

Defence Expenditure as Percentage of Development Expenditure 



Defence 

Development 

Total govern- 

Col 2 as 

Co] 2 as 

Year 

expenditure 

expenditure 

ment expen- 

percentage 

percentage 


(net) (in 

(centre, states & 

dituro (in 

of col 3 

of col 4 


Rs crores) 

union territories) 

Rs crores) 





(in Rs crores) 




(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1961-62 

312.49 

1872 

2808 

17.3 

11.1 

1964-^5 

805 80 

2939 

4754 

27.7 

17.1 

1965-66 

884.76 

3479 

5605 

25.9 

15.8 

1966-67 

908.59 

3416 

6143 

26.6 

14.8 

1967-68 

968.43 

3676 

6448 

26.8 

15.0 

1968-69 

1033 19 

3937 

6827 

26.5 

13.1 

1969-^0 

1100.88 

4166 

7375 

26.8 

14.9 

1970-7! 

1199.28 

4716 

8352 

25.4 

14.4 

1971-72 

1525 34 

5746 

10175 

26.7 

13.9 

1972-73 

1599.76 

5981 

10205 

27.1 

13.8 

1973-74 

1600.00 

6884 

12244 

23.5 

13.7 

1974-75 

2112.00 

9545 

15705 

22.2 

13.4 

1975-76 

2410.00 

11545 

18905 

23.7 

12.7 

1976-77 

2544.00 

12002 

19868 

21.2 

12.8 

1977-78 

2752.00 

12321 

I902I 

22.5 

14.2 

1978-79(BE) 2945.00 

12958 

20338 

24.5 

14.7 

Source: Ministry of Finance, government of India, Economic Survey (various issuet). 
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Table III 

D*f«aee EKfnMw u Piereeiitege of Noo’DorcloBiMiit Expeodytor* 


Year 

(1) 

Defence 
expenditure 
(net) (in 

Rr crores) 

(2) 

Non-development 
expenditure (centre, 
states Sl union territories) 
(in Rs crores) 

(3) 

Total 

government 
expenditure 
(in Rs crores) 

(4) 

Col 2 as 
percent¬ 
age of 
col 3 
(5) 

Col 2 as 
percent¬ 
age of 
col 4 
(6) 

1961-62 

312.49 

936 

2808 

33.2 

11.1 

1964-6S 

805.80 

1815 

4754 

44.7 

17.1 

196S-66 

884.76 

2126 

5605 

42.1 

15.8 

1966-67 

908 59 

2727 

6143 

33.5 

14.8 

1967-68 

968.43 

2712 

6448 

35.7 

15.0 

1968-69 

1033.19 

2890 

6827 

36 8 

15.1 

1969-70 

1100.88 

3209 

7375 

34 3 

14.9 

1970-71 

1199 28 

3636 

8352 

33.3 

14.4 

1971-72 

1525.34 

4429 

10175 

34.6 

13.9 

1972-73 

1599.76 

4224 

10205 

37.6 

13.8 

1973-74 

1600.00 

5380 

12244 

30.1 

13.7 

1974-75 

2112 00 

6205 

15750 

34.0 

13.4 

1975-76 

2410.00 

7360 

18905 

33.1 

12.7 

1977-78 

2752.00 

6706 

19021 

40.1 

14.2 

1978.79(BE) 

2945.00 

7380 

20338 

40.3 

14.7 


Source: Ministry of Finance, government of Jndia, Economic Survey (various issues) 


Table IV 

Development and Non-Development Expenditure as Percentage of GNP 

Year 

Defence 
expendi¬ 
ture (net) 

(in Rs crores) 

As per 
centago 
of GNP 

Development 
expenditure 
(centre, states 
& union terri¬ 
tories combined)* 
(in Rs crores) 

As per¬ 
centage 
of GNP 

Non-development 
expenditure (cen¬ 
tre, states & 
union territories 
combined) 

(in Rs crores)** 

As per¬ 
centage 
of GNP 

1961-62 

312 49 

2.1 

1872 

13.3 

936 

6.6 

1964-65 

805.80 

3.8 

2939 

13.9 

1815 

8.6 

1965-66 

884 76 

4.1 

3479 

15 9 

2126 


1966-67 

908 59 

36 

3416 

13.5 

2727 

10,1 

1967-68 

968 43 

33 

3676 

12 3 

2772 

9.5 

1968-69 

1033.19 

3.4 

3937 

13 1 

2890 

96 

1969-70 

1100.88 

3.3 

4166 

12.4 

3209 

9.7 

1970-71 

1199 28 

33 

4716 

130 

3636 

10.1 

1971-72 

1525 34 

36 

5746 

14.9 

4429 

10 5 

1972-73 

1599.75 

3.4 

5981 

15.6 

4224 

9.1 

1973-74 

1600.00 

2.8 

6884 

12.0 

5380 

9.4 

1974-75 

2112.00 

2.1 

9545 

14.0 

6205 

9.1 

1975-76 

2410.00 

3.4 

11545 

16.2 

7360 

10.3 

1976-77 

2544.00 

3.5 

12002 

16.4 

7866 

10.7 

1977-78 

2752.00 

3.6 

12321 

16.0 

6707 

11.4 

1978-79(BE) 

2945.00 

3.7 

12958 

16.1 

7380 

9.2 


Notes : *Includes Plan expenditure of railways and non-departmental undertakings out of their own resources as well as 
loans by the central and state governments to the local bodies and non-departmental commercial undertakings 
(including eleciricity boards) and developmental loans to other parties, *^Excludes transfers to spedal development 
^nd and other Auids. 
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expfMiitute amt devdc^oit and non* 
devaopmmt expenditure as a whole 
(oenite, states and union territories 
conthiaod) as a peircentage of ONP. It 
was i.3 per cent in 1967-68,1969-70 and 
1970-71; in 1968-69, 1972-73 and 197^76 
it w«s 3.4 per cent and in 1966-67, 1971- 
72 and 1977-78, 3.6 per cent. The two 
peaks in 1965-66 (i.e 4.1) and 1971-72 
(i.e. 3.S) indicate the war years. 

Development expenditure as a percent¬ 
age of GNP increased from 13.3 in 
1961-62 to 16.1 in 1978-79, i.e. by 2.8 
point and non-development expenditure 
increased from 6.6 per cent in 1961-62 to 
9.2per cent in 1978-79, i.e. by 2.6 points. 
Non-development expenditure as a per- 


OHitage of GNP has been rriativiriy cons¬ 
tant between 1972-73 and 1974-73 (i.e. 9.1 
per cent). 

Table V shows defence expenditure as 
a percentage of gross national product 
for IS major countries fw the period 
1961 to 1971. It would appear that 
contrary to popular belief high defence 
expenditure does not setm to have a 
negative correlation with a high economic 
growth rate. Even with very high levels of 
defence expenditure after the warpo'iod, 
the economies of the developed countries 
grew at a rapid rate. Thus USSR recon¬ 
structed its economy after it was devas¬ 
tated by the war and even assisted in the 
development oi eastern Europe. This 


is not only tnir of developed conntiias 
but also of China in the 1950s. Hie BBC 
countries grew at an average rate ot 3.4 
per cent during 1961-68. The annual 
rate of growth of real net material pro¬ 
duct of the centrally planned economies 
of eastern Europe was eight per emit 
between 1961 and 1968. 

India is spending 4.3 per cent of its 
gross national product on defence. On 
international comparison it cannot be 
concluded that she is spending more than 
or less than her means ; for there are 
countries which are devoting more than 
what India is spending, irrespective of 
their economic position and state of 
economic development. 


Table V 

Defence Expenditure as Percentage of GNP of Various Countries : 1961-71 


Country 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 : 

Australia 

2.65 

2.55 

3.4 

3.7 

3.7 

4.7 

4.9 

4.6 

40 

3.6 

2.9 - 

Britain 

6-21 

6.27 

7.0 

7.0 

6-3 

6.0 

5.7 

5-4 

5.0 

4.9 

4.7 ■ 

China 

NA 

NA 

NA 

NA 

8.5 

8.9 

8.2 

9.2 

9.5 

9.5 

10.12 , 

Canada 

4 5 

4.46 

4.5 

4,4 

3.2 

2-8 

2.7 

2.7 

2.4 

2.5 

1.8 

France 

6.35 

6.07 

6.8 

6.7 

5.6 

5.4 

5.8 

4.8 

4.4 

4.0 

3.1 > 

Israel 

6.10 

6.10 

10.7 

11.7 

11.7 

12-2 

13.8 

15.4 

24-1 

26.5 

23-9 ' 

Italy 

3.08 

3.15 

4.2 

41 

2.9 

2-9 

2.9 

3-0 

2.7 

2.8 

2.6 

Iran 

4-25 

401 

41 

4.4 

4.4 

3.6 

5-5 

5.6 

5.0 

7.1 

8 .S , 

Japan 

0.99 

0.99 

l.I 

1.3 

1.3 

1.0 

0.9 

0.8 

0.8 

0.8 

0.7 

Pakistan 

2 55 

2.29 

3.2 

3.1 

5.3 

4-5 

3.6 

4.2 

3 8 

3.4 

4.0 ’ 

Sweden 

4.21 

4.38 

5.2 

4.6 

4.4 

4-2 

3.9 

3.9 

3.9 

3.7 

3.7 i 

USA 

9.19 

9.35 

9.8 

90 

8.0 

9.2 

9.8 

9.3 

8.7 

7.8 

7.3 1 

USSR* 

7.59 

7.71 

6.61 

7.33 

6.61 

6.47 

6.43 

6.8 

11.0 

II.O 

NA ; 

West Germany 

4.03 

4.84 

6.1 

5.5 

4.4 

4.8 

4-3 

3.6 

3.6 

3.3 

2.8 1 

Yugoslavia 

7.96 

7.78 

6.0 

4.7 

4.5 

4.5 

4.7 

4.7 

5.4 

5.6 

60 1 
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Favourable climate for 

Japan-China trade 


tnasmueh as the 20-bUllon’dollar iwo-way trada under the recant 
agreement fa addftionaf to any current transactions, It is expected that 
an enormous increase will result In trade betwun Japan and China. 


In 1977 THF amount of trade (exports and 
imports combined) between Japan and 
China macbed $S3,486 million, up 14.9 
per cent from the level of the previous 
year. This is second only to the perfor¬ 
mance of 1975, when 83,790 million worth 
of goods were traded between the two 
nations, and may be taken as an indica¬ 
tion that Sino-Japanese trade, which 
experienced a major setback in 1976 
(down 19.9 per cent from the previous 
year), has now made a full recovery. 

Firstly, Japanese exports to China 
amounted to $ 1,939 million in 1977, up 
16.6 per cent from the previous year, a 


organic chemicals, surfactants and plastics 
also showed a vigorous growth. Textile 
products were not left behind either. Bols¬ 
tered by the high growth of rayon yarn, 
synthetic yarn and fabric, textile exports 
also Jumped 22.4 per cent over the previ¬ 
ous year, reaching S 198 million. 

By contrast, machinery and equipment 
were a heavy drag on Japanese exports to 
China in 1977, .sagging to $ 217 million, 
down 44.7 per cent from the previous 
year, a decrease for two consecutive years. 
This slump is attributable to the weak 
demand for plant and equipment in 
China;although industrial production in 


WINDOW 

ON 

THE WORLD 


performance close to the peak reached in 
1975 (82,259 million). Itemwise, iron and 
steel, chemicals and textiles recorded a 
high rate of increase. A total of 4,530,000 
tons of steel amounting to SI,028 million 
was exported to China in 1977, up 28.7 
per cent from the level of the preceding 
year. As a result, the percentage of iron 
and steel products in total Japanese 
exports to China increased by 3.5 per cent 
percentage points to 53 0 per cent from 
the previous year. Chemicals exports also 
increased at a high rate of 67.9 per cent, 
as compared with the level of the previous 
year, amoanting to 1343 million. Among 
chemicals, fertilizers led other items by a 
sharp increase to S 149 million, up a 
whopping 79.0 per cent from the previous 
year. Intermediate (uroducts such as 


China has made some recovery, any 
increase in output came from the existing 
facilities and the nation was not yet ready 
to purchase large plant and equipment. 

As for Japanese imports from China, 
the amount of $ 1,547 million recorded 
in 1977 was an all-time high, up 12.8per 
cent from the previous year. By items, 
mineral ftiels jumped 15.7 per cent from 
the previous year to S 685 million; crude 
oil amounted to S 655 million, up 15.2 per 
cent from the year-ago level, accounting 
for 42.3 per cent of total Japanese imports 
from China. Coal (mainly anthracite) 
also sharply increased (up 65.2 per cent 
from the year-ago level). 

Apart from mineral fuels, textile mate¬ 
rials were also large iflqmrt items, show¬ 


ing a high increase rate of 20.3 per cent 
from the previous year, totalling $ 130 
million. This is a result of the imple¬ 
mentation of the import licensing system 
for silk yarn and fabric, which touched 
off a rush of raw silk imports. Except for 
textile materials, raw material imports 
from China generally remained sluggish: 
soyabeans were down 3.0 per cent and 
lumber also down 27.3 per cent from the 
year-ago levels. 

The recovery of Sino-Japanese trade in 
1977 has been caused by several factors; 
(I) Reestablishment of the external trade 
system of China; (2) Revived demand 
for steel products, chemicals and other 
materials owing to the recovery of indus¬ 
trial production; (3) Visible improvement 
in the external trade balance of China; 
and (4) A steady increase in Japanese 
imports from China as a result of export 
promotion efforts on the part of China. 

propHious environment 

In such a favourable environment of 
trade relations between the two nations, 
the Japan-China Long-Term Trade Agree¬ 
ment was signed on February 16, 1978. 
The agreement is aimed at realizing a 
two-way trade of up to $ 20 billion over 
eight year to 1985, embodying Japanese 
exports of plants of various kinds and 
construction materials in exchange for 
collateral imports of crude oil and coal 
from China. 

Examined more closely, the agreement 
provides for the importation on the part 
of China in the first five years of $ 7—8 
billion worth of industrial technologies and 
plants and $ 2—3 billion worth of cons¬ 
truction materials and equipment parts 
from Japan. Included in the purchase are 
plants for making a variety of items rang¬ 
ing from colour TV sets to synthetic lea¬ 
ther, chemical fertilizers, Xylene and 
bulldozers the most notable being an 
integrated steel plant to be erected at 
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• Shanghai with a capacity of producing five 
, to $ix million tons a year of steel produtfs. 
As the items to be imported by the Japa* 
nese side, on the other hand, crude oil, 
coking coal and steaming coal have been 
. agreed upon. Under the agreement Japa- 
; nese imports of these natural resources 
, are to increase year by year as it becomes 
‘ possible for both parties to deliver and 
I receive greater quantities. Crude oil 
I imports, which comprise a total of 47.10 
t million tons over the first five years, start 
! with seven million tons in 1978. increasing 
to 7.6 million tons in 1979, eight million 
I tons in 1980, 9.5 millton tons in 1981 and 
I 15 miUion tons in 1982. During the same 
j period, a total of 5,150,000 to 5.300,000 
I tons of coking coal and 3,300,000 to 
3,900,000 tons of steaming coal are to be 
' imported under the agreement. 

Inasmuch as the $20 billion two- 
way trade under the agreement is addi¬ 


Sino-JapMWse Trade 

(nfilioQS of doDan) 


Year 

Japanese 

exports 

Increese rate 
from previous 
year (%) 

Jdipanese 

imports 

Inmeaserato 
from previous 
year (%) 

1971 

578 

1 6 

323 

27.3 

1972 

609 

5.3 

491 

52.0 

1973 

1,039 

70.7 

974 

98 3 

1974 

1,984 

90.9 

1,305 

34.0 

1975 

2,259 

13.8 

1,531 

17.3 

1976 

1,663 

—26.4 

1,371 

—10 5 

1977 

1,939 

16.6 

1,547 

12.9 


tional to any current transactions, it is 
expected that an enormous increase in 
trade between Japan and China will 
result. 

It should be pointed out here, however, 
that in order to carry out the trade pact 
smoothly the Japanese side will have to 


solve not a few problems including: 

(1) Treatment of deferred payment terms 
to apply for exports of plants; and 

(2) Preparation of crude oil processing 
facilities so as to accept heavy types of 
oil imported from China. 

Courtesy ’ Sumitomo Bank Review 


Tokyo Round gains will 

John J. Harter far exceed costs 


The gains to the developing countries from across the board tariff cuts 
from the Tokyo Round would far surpass any losses of exports from 
corresponding erosion of tariff preference margins* 


The total benefits to the world economy 
from a successful conclusion to the Tokyo 
Round of trade negotiations would 
vastly** exceed the total costs of adjust¬ 
ment necessitated by the reduction of bar¬ 
riers to trade, according to the author of 
a new econometric study. 

The benefits would probably CKCced the 
adjustment costs by a ratio of 80 to one, 
the author suggests. Changes in trade 
flows, welfare benefits, and employment 
that would result from liberalisation of 
trade bairiers would be significantly larger 
than is generally recognised, and they 
would “completely dwarf the negligible 
net loss of jobs,” William R. Cline told 
newsnfen in Washington 

Mr Cline made these comments shortly 
before the April 13 release of a new eco¬ 
nometric analysis entitled “Trade Nego¬ 
tiations in the Tokyo Round: A Quanti¬ 
tative Assessment.” Mr Cline is a senior 
fellow at the Brookings Institution, a non¬ 


profit independent research organisation, 
which sponsored and published the study. 
The co-authors of the study were Noboru 
Kawanabc of Kobe University of Com¬ 
merce, T.O M. Kronsjo of the University 
of Birmingham, England, and Thomas 
Williams of Brandeis University (Mas¬ 
sachusetts), all of whom were members of 
the stiff of the Brookings foreign policy 
studies programme at the time the study 
was taking place 

In broad terms, Mr Cline said, the new 
analysis seeks to measure the over-all 
impact of lower tariffs on consumer sav¬ 
ings, shift!» from inefficient domestic pro¬ 
duction into activities with hi|,her domes¬ 
tic produclivity, and other welfare gains. 

“Price reductions to 'consumers would 
be especially dramatic in the area of agri¬ 
cultural non-tanff barriers,” he said. 
‘These benefits would recur year after 
year, and would grow along with the 
trade base. In addition, and what is pro¬ 


bably more important, there would be 
economic benefits from increased exploi¬ 
tation of economies of scale associated 
with output expansion for increased ex¬ 
ports, as well as from increased invest¬ 
ment stimulated by the new export oppor¬ 
tunities. Finally, freer trade should pro¬ 
vide a competitive stimulus to technologi* 
cal advance, as well as a moderating 
influence on import prices and, therefore, 
on domestic inflation. This should help 
achieve full employment in the trade-off 
between unemployment and nflation.’* 

As opposed to these large economic 
benefits, Mr Cline said the number of 
jobs lost because of increased imports 
would be small and adjustment would be 
facilitated by the gradual phasing in of 
liberalisation over several years. 

The study suggests that the gross loss 
of jobs to imports as a result of the 
Tokyo Round—even ignoring job gains 
through increased exports— is unlikely to 
exceed 0.2 per cent of the labour force in 
the United States and the European 
Community, 0.5 per cent in Japan and 
0.9 per cent in Canada. Moreover, it 
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poi|t» out. Hberati$ati(m would be phawd 
IQ ^vei' a period of years so that even 
these magnitudes would be relatively easy 
to aDranniBodate. 

Hie study is based on an economic 
model that incorporates detailed data 
relming to the trade of the United States, 
the Guropean CommtmiSy, Japan, Canada, 
Austria, Finland, Norway, Sweden, 
Switzerland, Australia and New Zealand. 
It used alternative assumptions regarding 
the level and scope of liberalisation that 
might be achieved in the Tokyo Round. 
Generally, it established that the greater 
the liberalisation—that is, the deeper the 
average level of tariff cots, the more 
widespread they are applied and the more 
comprehensive the action taken to reduce 
the impact of non-tariff barriers to trade 
—the greater will be the gains for all the 
countries covered. 


In addition, Mr Ctiae said, the deve¬ 
loping countries '‘have a large stake in 
the most complete possible liberalisation 
of industrial countries* tariff and non¬ 
tariff barriers.*' He said the maximum 
feasible tariff cuts in the Tokyo Round 
would raise developing country's exports 
by more than 2,000 mlllioa US dollars 
annually. Specifically, he indicated, the 
export gains would concentrated in 
manufactured goods, a result consistent 
with the exports of developing nations to 
increase the weight of manufacturing 
industry in their economies. 

Mr Cline said developing country gains 
from Tokyo Round across-the-board tariff 
cuts “would far surpass any losses of ex¬ 
ports from the corresponding erosion of 
tariff preference maigins." He said the 
special duties that the developed countries 
now apply “under the General System 


of Pteferences (QSP) to certain imports 
from developing countries have limited 
advantages, particularly since they are 
usually hemmed in by quota limits." The 
tariff cuts agreed to in the Tokyo Round 
would place no such limit of export ex¬ 
pansion opportunities. 

Failure to move quickly to lower the 
remaining tariff and non-tariff barriers to 
world trade “would sacrifice important 
potential gains for consumers and for pro¬ 
ductive efficiency and progress in limiting 
inflation in industrial countries, as well as 
export hopes In developing countries, the 
study emphasised. “It would also risk 
an eventual retrogression toward increas¬ 
ed rather than reduced protection, as the 
continuing irritations inherent in areas of 
potential dispute, especially in non-tariff 
barriers, threatened to spread to other 
areas of trade policy." 


r 


ANOTHER MILESTONE BY ‘ISARC IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 
a WROUGHT PRODUCTS: 


• Resistance Welding Electrodes & Dlscs-Rolled, heat*treated upto 6S0 mm In 
dia and 50 mm In thickness 

• Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radlatgr and Allied Industries 


Please send your enquiries to : 



THE INaUN SHElTIlia I 
REFININfi CO. LTD. 

(Nen-Ferreui Division) 


L.B. Shastrl Marg, Bhandup, Bombay-400 078 


Cable I LUCKY, Bhandup, 
Bombay. 


Phone I 884881 


Telex I ISARC 011-8884 
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A sweeping 
success! 



SUMMERKING 


WHh extra-long eweeps of 1000 mm, 
1126 mm and 1260 mm. ovary 
Summerking gives more breeze for 
•vary round— at lesser cost. 

No wonder, it has swept the market 
In such a short time I 



Matching 
Ragnlator: 

Smart 

neat 

and compact. 

ORIENT 



ORIENT GENERAL INDUSTRIES LIMITED 
6. Chart BiM Lint. Ctloultl 700D64 


Th« finest fans, 
in the widest range I 
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Inttgfii CcNich 
Fastory 

Tas iNimoRAL Coach Factory 
(ICF) the largest coach making 
unit in the country, may go in 
for a major expansion pro- 
gramme to meet the increasing 
orders. The government could 
also take st^s to improve the 
capacity utilisation in Bharat 
Earth Movm (BEM) and Jes- 
sops, Calcutta. In view of the 
increasing domestic and export 
demands, the government has 
been considering vrhether to 
expand the existing units or set 
up a new one. The thinking 
is reportedly in favour of ICF 
for two reasons. ICF is the 
only coach making unit which 
has achieved 100 per cent capa¬ 
city utilisation. Furthermore 
it has the technical competence 
and capability to undertake the 
design and manufacture of 
coaches to any international 
standards. 

Registration for 
Jute Machinery 

The Jute Coipmissioner, Cal¬ 
cutta, has been declared by the 
government as the registering 
authority in respect of jute 
machinery units in the middle 
and small-scale sector. An¬ 
nouncing this, an official press 
note stated that industrial un¬ 
dertakings which are exempted 
from licensing by the govern¬ 
ment notification of February 
16, 1973 are at present expected 
to get themselves registered with 
technical authorities for statis¬ 
tical purposes. Small-scale 
units having an investment up to 
Rs 10 lakhs in plant and machi- 
nety are required to register 


themselves with the appropriate 
state directors of industries. 
Under the notification issued 
recently all units which are 
exempted from the licensing 
provisions of the Industries 
(Development and Regulation) 
Act, 19S1 will henceforth be 
required to get themselves re¬ 
gistered with the Jute Commis¬ 
sioner, irrespective of their 
level of investment. 

It is also clarified that the 
small-scale jute machinery units 
which are registered with the 
State Directorates of Industries 
and not borne on the register 
of the Jute Commissioner, will 
be required to get themselves 
registered with the Jute Com¬ 
missioner. The ))rocedure for 
registration will remain unch¬ 
anged. 

New Marketing 
Divisien in Coai indie 

Coal India Limited has set up 
a separate sales and marketing 
division to handle marketing 
of coal in the country. Hence, 
forth, the arrangement of 'lead- 
company’ will be discontinued. 
There will be marketing offices 
in various parts of the country 
and coal consumers will get the 
facility of indenting their re¬ 
quirements in these offices. 
This information was given in 
a written reply in Rajya 
Sabha recently by the Ener¬ 
gy minister, Mr P. Rama- 
chandran. 

Mr Ramachandran told the 
House that the work of the 
new division will be carried on 
by the existing staff and no 
additional Expenditure is antici¬ 


pated. ttc said there would be 
approximately 12 offices handl¬ 
ing marketing functions. 

GItC Assistance 
in 1977-78 

Gujarat Industrial Invest¬ 
ment Corporation (GlIC) 
sanctioned financial assistance 
of Rs 7.5crores to a total of 146 
industrial units during the yciir 
1977-78. Among them, 21 
units have been assisted in the 
medium and large-scale sector 
for expansion, diversification 
and modernisation; besides, it 
would help establishing 125 
new industrial units, including 
98 in the small-scale sector. 
The quantum of assistance 
sanctioned this year entails an 
increase of 34 per cent on 
Rs 5.6 crores sanctioned during 
1976-77 and has been more 
than trebled as compared to 
Rs 2.44 crores sanctioned in 
1975-76. The notable progress 
that was made in 1976-77 and 
improved upon in 1977-78 was 
rendered possible by taking 
recourse to IDfil refinance 
scheme facility. It has also 
enabled the corporation to ex¬ 
ceed in performance the sanc¬ 
tion target of Rs 7 crores 
during the year. The net cumu¬ 
lative assistance sanctioned by 
the corporation as at March 
31, 1978 is Rs 45.57 crores 
for a total of 1582 industrial 
units grossing investment gene¬ 
ration of over Rs 244 crores. In 
this, 1224 small units have deri¬ 
ved assistance of over Rs 7.23 
crores and the assistance to 358 
medium and large units aggre¬ 
gates to Rs 38.34 crores. 

Important projects assisted 
by GlIC in 1977-78 cover a 
variety of industries dispersed 
throughout the state. They 
include malleable iron fittings 
unit, tungsten carbide tips/tools 
project and a menthol unit at 
Aokleshwar, a foreign colla¬ 
borated textile machinery unit 
and a Borosilicate glass project 


in Surat district, a white 
phosphorus project in Broach 
district, one ABS resins pro¬ 
ject, polypropelene processing 
unit, and a crankshaft produc¬ 
ing unit in Baroda, an expan¬ 
sion project for abrasives 
manufacture at Porbandar, a 
pulp and paper mill and a che¬ 
mical plant fabrication/manu-i 
facturing unit in Ahmedabad,; 
a sea foods processing unit at ^ 
Veraval, a machine tools unit" 
at Rajkot and an industrial 
jewels manufacturing unit ex¬ 
pansion at Bhavnagar. i 

CFRI and Ministry of 
Energy to Coordinate 

A closer and more purpose¬ 
ful relationship between the 
Central Fuel Research Institute. 
(Dhanbad) and the user minis-> 
try of Energy has been envisag-1 
ed, with the transfer of the' 
CFKI to'the ministry from 
April this year. This was dis* 
closed by the Energy minister,; 
Mr P. Ramachandran recently ’ 
when he held the first meeting 
with the members of the CFRI 
after its transfer. He is thej 
chairman of the CFRI society. * 
The Energy minister urged the ^ 
officials of his ministry to take 
full advantage and derive maxi-* 
mum benefits from the research! 
programme conducted by the« 
institute. 

Heavy Eogioeeriog 
Corporetioo 

Heavy Engineering Corpora-* 
tion, Ranchi will nowmanu-] 
facture massive bridge orC; 
reloaders. The technical pro-^ 
ject design, as developed by: 
its designers, has been approv-^ 
ed by the customer>-Nicaro, 
Nickel Plant of Cuba. Eachj 
bridge ore reioader weighs 4301 
tonnes and has a length of 671 
metres—width of a football! 
ground--and is 23 metres high! 
from the ground. It will move ^ 
on four rails and»handle nickel 
ore. The trolley will move al I 
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a speed of ISO metres per 
I minute and will be capable of 
■ withstanding high velocity 
' wind at that height. HEC will 
supply four such cranes valued 
at Ks 310 lakhs. As the order 
for supply of such cranes to 
I Cuba has been secured as third 
; country participation with the 
• Soviet Union, the technical 
project design has also the 
; approval of Vnniptmash Insti- 
'tute, Moscow '^a specialised 
I agency for design of cranes as 
' well as Sibtiazmash plant—the 
largest crane manufacturing 
I organisation in the Soviet 
I Unio^. 

I 

Advertising Awards 
for State Bank 

At the joint award distribu¬ 
tion function organised by 
RAPA, CAG and the Adver¬ 
tising Club recently, State 
Bank of India bagged the 
Commercial Artists Guild 
(CAG) silver and bronze 
awards. The silver trophy 
was awarded for a press adver¬ 
tisement designed by Chaitra 
Advertising to announce the 
harijan welfare scheme pro¬ 
moted by State Bank. The 
bronze trophy was awarded 
for State Bank's annual report 
prepared by Graphic Commu- 


lopment Council, tte pointed 
out that the scheme Covered 12 
centres where the AtjlC facto¬ 
ries were located, in isolated 
rural areas and each.eentre'was 
supervised by three qualified 
and trained personndi consisting 
of an agricultural supervisor, 
village level worker and a 
mason-cum-mistry. 

Mr Kamaijit Singii added 
that the thrust had been on 
tlie encouragement of all facets 
of activity in a village, such as 
agriculture, animal husbandry, 
afforestation, construction, 
cottage industry, cooperatives, 
education, recreation, rural 
health, structural forum for 
village development, training 
and relief measures. Experience 
had shown, according to Mr 
Kamaijit Singh, that the 
scheme was best conducted on 
the simple premise that “seeing 
is believing," and this approach 
had been fully rewarded. 
Among the several projects 
under the ACC scheme, the 
major one was “Save Grain 
Educational Programme” for 
the farmers in collaboration 


with the technical team of the 
ministry of Agriculture and 
Irrigation to educate and 
demonstrate the importance of 
preservation and saving of 
grain in a scientific manner. 

Names in the News 

MrP.N. Venkatesaiig manag* 
ing director, JPremier Auto¬ 
mobiles, Bombay has been 
elected president of Association 
of Indian Automobile Manu¬ 
facturers, for the year 1978 and 
1979. 

Mr A.L. Roongta, has been 
appointed managing director 
of Rajasthan State Financial 
Corporation. He has been the 
managing director of Rajasthan 
State Agro Industries Corpora¬ 
tion for the last few years. He 
launched several new projects 
in that capacity besides expand¬ 
ing the activities of corporation 
substantially. 

Mr Hari Shanker Singhania 
has been appointed vice-presi- 
dent of the Federation of Indian 
Chambers of Commerce and 
Industry for the year 1978-79. 


He is the" vice-pcesideal; of 
J.K. Organizatiem. He is also 
director on the boards 
of several public sector under¬ 
takings, such as Oriental Fire 
& General InsuranoeCompany, 



Mr Hari Shankar Singhania 

Mishra Dhatu Nigam etc. Mr 
Singhania has been the presi¬ 
dent of a number of other asso¬ 
ciations such as the All India 
Organisation of Employers, 
Bharat Chamber of Commerce, 
Indian Jute Mills Association, 
Indian Paper Makers Associa¬ 
tion. etc. 


nication Concepts. 

ACC for Rural Uplift 

Mr Kamaijit Singh, manag¬ 
ing director of The Associated 
Cement Companies Ltd, reveal¬ 
ed recently that his company 
had launched the rural welfare 
scheme more than 25 years 
ago on the principle of self-help 
and self-reliance, backed by 
major inputs of motivation, 
technology and management. 
Mr Kamaijit Singh was parti¬ 
cipating in a seminar on “Con¬ 
tribution of Business and In¬ 
dustry Towards Rural Develop¬ 
ment,” organised by the 
Maharashtra Economic Deve- 
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Corporation Bank 

Corporation Bank Limited, 
one of the leading scheduled 
banks in the private sector, has 
increased its earnings during 
the year 1977. The year’s ope¬ 
rations resulted in a profit of 
Rs 19.68 lakhs as against 
Rs 18.50 lakhs during 1976. 
After transfer of Rs 12 50 
lakhs to reserves, the direc¬ 
tors have proposed 15 per 
cent dividend on the in¬ 
creased capital base of 
equity shares of Rs 50 lakhs, 
9 per cent and 8.50 per cent 
on the two classes of preference 
shares, subject to deduction of 
income-tax. 

The ordinary rights shares 
issued during J977 will earn 
proportionate dividend for 
three months from the 
date of allotment. The 
directors have also proposed 
to issue during 1978 rights 
equity shares to the extent of 
Rs 12.50 lakhs in the ratio 
5:1. 

During the ycai*, the bank 
achieved a peak in deposit 
mobilisation. As at the end 
of 1977 total deposits of the 
hank stood at Rs 145.22 cror- 
es and advances stood at 
Rs 76.70 crores, recording a 
growth rate of 41.6 per cent 
and 18./ per cent respectively. 
The total outstanding credit 
to priority sectors including 
food credit as at the year end 
was Rs 32.20 crores or 42 per 
cent of total advances. The 
share of export credit stood 
at 8.28 per cent. The bank 
has opened a record number 
ofsixi.y branches during the 


years 1977, talcing the total 
number of branch network to 
275 as at the end of 1977. 

Molins 

MoUns of India Ltd, which 
suffered a setback in its work¬ 
ing during 1977 with lower 
sales and profits than in 1976 is 
expected to report satisfactory 
results for the current year. 
In view of the stagnation in, 
the domestic cigarette industry 
steps have already been Uken 
to minimist the effect of the 
reduction in the domestic 
demand for cigarette machi¬ 
nery. With the result, the 
financial position in 1977 had 
been better than the manage¬ 
ment had anticipated ear¬ 
lier. The prospects of or¬ 
ders for 1978 arc encourag¬ 
ing. With a three >ear 
settlement with the emplo¬ 
yees union in the two fac¬ 
tories, productivity is too 
expected to bo better. 

The prototype of the soft 
type packer has evinced good 
response from cigarette manu¬ 
facturers in India and abroad. 
The company has a number 
of orders and inquiries in 
hand and it is expected that 
several of this type of machi¬ 
nes would be in operation by 
the end of this year. The first 
rotary tobacco cutting machine 
has been exported to Yugo¬ 
slavia this year. Efforts for 
the development of machines 
for other industries are conti¬ 
nuing. The company has the 
necessary engineering skills to 
develop a wide range of machi¬ 
nery but its ability to make 
full use of these would depend 


largely on the governments* 
liGcfiBing policy. 

Vitlial Mallaablas 

Vishal Malleables, which 
plans to set up at Ankeshwar 
in Gujarat a plant capable 
of manufacturing annually 
2,400 tonnes of malleable pipe 
fittings, will enter the capital 
market on May 30 with a 
public issue of 205,000 equity 
shares of Rs 10 each to raise 
a part of the projects capital 
cost of rupees one crore. All 
the import licences have been 
received and civil construction 
work is in progress. The plant 
is expected to go into commer¬ 
cial production by August. 

The company which has suc¬ 
cessfully set up a similar plant 
in Indonesia, is prompted to 
launch the venture in view 
of the fact that the demand for 
malleable iron pipe fittings has 
been growing rapidly in India 
and abroad. 

Shivalik Agro-Poly 
Products 

Shivalik Agro-Poly Products 
which is to manufacture a wide 
range of LDPE films for the 
first time in India, is entering 
the capital market on May 17. 
with a public issue of Rs 15 
lakhs in 150,000 equity shares 
of Rs 10 each. The company’s 
imported Italian plant from 
Cosmoplastics, SPA, is likely to 
reach the site at Parwanoo in 
July next. The plant which is 
expected to commence com¬ 
mercial production in August, 
will reach its installed capacity 
of 3.000 tonnes in the third 
year. The break-even point is 
expected to be achieved at 40 
per cent of the installed c<q>a- 
city in the first year of its oper¬ 
ations itself. Mr Anil P. Anand, 
executive director, told news¬ 
men in New Delhi recently that 
the product-LDPE film will be 
marketed at Rs '18 a kg 


against its luided cost ofj 
Rs 25 a kg. At ftill capacity: 
the company is expected to 
have a turnover of Rs S40 
lakhs on a capital base of 
Rs 25 lakhs. The profitability 
is likely to be good. Since it 
will be manufacturing only a 
small portion of the existing 
demand, the company does 
not envisage any marketing 
problem. ^ 

Century | 

Mr. S. K. Birla, who presi- S 
ded over the annual general { 
meeting of Century Spinning 
and Manufacturing Company, 
told shareholders that the 
company’s sales during the 
first three months of the cur¬ 
rent year have been about 10 i 
per cent higher than those of | 
the same period last year, i 
There has been a modest 
shortfall in cement despatches 
because of wagon shortage. Ex¬ 
port sales have shown only 
minor variations during this 
period. Referring to the rayon 
filament yarn position, Mr Birla 
has slat ?d that there has been 
a fall of about rupees four 
per kg. in the price because of 
the government’s policy of 
allowing imports under the 
open general licence. While 
there is no duty on imports of 
finished products, the indigen¬ 
ous industry has to bear ex¬ 
cise duty on ^^od pulp which 
is the essential raw material. 
Representations have been 
made to the government in 
this regard. 

In regard to the textiles 
division, Mr Birla stated that 
the offtake of cloth has been 
belter but it was difficult to 
make u clear forcast for the 
year as a whole, although per¬ 
formance was expected to be 
slightly better than last year’s. 
The controlled cloth obliga¬ 
tion continued to ho> a heavy 
burden on the industry and Jt 
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wa!> generally expected that 
he government might make a 
policy announcement in the 
near future. Meanwhile in 
pursuance of a modernisation 
programme, some automatic 
looms and other machines 
have been added to the 
division. 


performance of ti)h asbestos 
division. The pri^uction of 
clinker was margii^Iy higher 
at 837,000 tonntM against 
825,000 tonnes and that of 
cement at 894,000 against 
870,000 tonnes. But the output 
of asbestos products increased 


by about 68 per cent from 
29,596 tonnes to 49,855 tonnes 
as a result of the improved 
supply of asbestos fibre, an im*( 
ported raw material and a 
better demand for the pro¬ 
ducts. 

After providing Rs 62.40 


lakhs (Rs 67.48 lakhs) for 
depredation, Rs 6 lakhs Rs 2 
lalA^ for investment dlownooe 
reserve and Rs 7,15 crores (Rs 
!)5.]2 lakhs) for die propel 
dividend and transferring R847 
lakhs (Rs 16 lakhs) to the 
general reserve, there is 


Once you leave 
ourcelL.. 



you leave all your 
taxpn^rfems 
behind. 


Concerned about the fifing and declaration 
of income tax, wealth tax, gift tax, estate 
duty, capital gains tax returns and other 
tax matters? 


Mr Birla added that the 
Maihar cement plant was ex¬ 
pected to go on stream in ihe 
second half of 1979. The 
existing plant was operating 
well above the licenced capa¬ 
city. Total capital invested in 
the cement division was about 
Rs f6 crores. The company 
has also invested 20 per cent 
in the equity share capital 
of the pabn oil venture in 
Malayasia. As a result of the 
labour trouble last year, the 
company lost production worth 
Rs 9 crores. 

In reply lO suggestions for 
issue of bonus shares, Mr 
Birla pointed out that the ques¬ 
tions would be considered by 
the board as and when the 
company was in a position 
to make a bonus issue in con¬ 
formity with the guidelines 
issued by the government in 
this regard. 

Digvijay Cement 

The preliminary statement 
from Shree Digvijay Cemcn 
Co, on its working results for 
1977 shows an all-round imp¬ 
rovement over the previous 
year's performance. The divi¬ 
dend has been raised from 
Rs 12 to Rs 14 per share and in 
addition the directors have pro¬ 
posed a bonus issue on a one- 
for-five basis. As agiinst an 
increase of about 19.4 per 
cent in turnover from Rs 28.53 
crores ip 1976 to Rs 34.06 
crores in 1977, the gross pro¬ 
fit has risen by 51.4 per cent 
from Rs 1.79 crores to Rs 2.71 
crores. Improved results are 
attributed mainly to the good 


Why tax your brains unnecessarily? 

Tax ours. 

We have experienced consultants, 
specially trained in taxation matters, who 
will handle your problems—from the 
filing of returns to obtaining your refunds. 
To your complete satisfaction. 

Avail of their professional services, at a 
nominal fee, through any of tha 


Tax Consultancy Cells at our Main Branches 
located in Ahmedabad, Bombay, Calcutta. 
Hyderabad, Madras, Nagpur, New Delhi. 
And also through our Park Street, Calcutta 
and Pune Branch Offices. 

Tax Consultancy Cells will soon be opened 
at Kanpur, Patna and Bhopal, too. 


State Bank 
Ibx Consultancy 

CeB 

OSateBank 
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iMkIaim ot lU 
(R< 51^61) to be cairfed 
rorwasdL 

■ico’ 

The directors of Motor 
[ndostriesCo Ltd, Bangalore, 
have recommended a final 
dividend of Rs 8 pet share 
for 1977, subject to statutory 
deductions. An interim divi* 
dead of Rs 6 per share was 
declared in October 1977. The 
turnover in 1977 increased to 
Rs 61.15 crores from Rs 53.11 
crores in 1976—an increase 
of over Rs 8 crores. Exports 
went up by neerly Rs 2 
crores to Rs 13.73 crores. The 
profit, after depreciation, in* 
vestmttit allowance and tax 
provision is Rs 2.89 crores 
against Rs 2.49 crores in 
1976. The tax provision for 
1977 is Rs 7.3 crores against 
Rs 6.5 crores in the previous 
year. The company’s annual 
general meeting will be held 
on June 23, 1978. 

National Rayon 

The directors of National 
Rayon Corporation have not 
recommended any dividend 
on preference or equity shares 
for 1977. No dividend was 
paid for the previous year. 
According to a preliminaiy 
statement, the company’s sales 
have increased by more than 
10 per cent from Rs 44.83 
crores to Rs 49.42 crores and 
after providing for gratuity 
and depreciation there is an 
operating profit of Rs 52.28 
lakhs compared to a loss of 
Rs 178.46 lakhs shown in the 
previous year. 

The directors have provided 
Rs 41.14 lakhs for bonus for 
the year 1976, Rs 2.78 crores 
for doubtful debts and loans 
and advances, Rs 50 lakhs 
for contingencies, Rs IS.SO 
lakh for investment allow¬ 
ance reserve and Rs 0.27 
lakhs for investment allow- 


finoe laserve and fts 0.27 lakhs 
for writinf off rights issue 
expmues, leaving a defidt- 
of Rs 3.33 crores. After 
writing back jks 24.20 lakhs, 
being excess provision for 
taxation no longm required, 
the deficit is reduced to Rs 3.09 
crores which is adjusted against 
the general reserve. 

Hinductan Ferodo 

The working of Hindustan 
Ferodo Ltd has disclosed a 
substantial improvement during 
the year ended December 
1977. Its sales increased from 
Rs I.2S4.94 lakhs to 
Rs 1,576.55 lakhs and the net 
profit from Rs 78.10 lakhs to 
Rs 96.06 lakhs, after providing 
Rs 27.35 lakhs (Rs 29.5 lakhs) 
for depreciation, Rs 177 lakhs 
(Rs 120.75 lakhs) for taxation 
and Rs 2.80 lakhs, (Rs 6,500) 
for development rebate reserve 
and investment allowance 
reserve. The directors have 
proposed to raise the final 
dividend from 14 pet cent to 
15 per cent which will absorb 
Rs 37.23 lakhs (Rs 34.75 lakhs). 
The interim dividend was 
also raised from 11 per cent to 
12 per cent absorbing Rs 29.78 
lakes(Rs 27.30 lakhs). The total 
dividend disbursement would 
be coming to Rs 67.01 lakhs 
(Rs 62.04 lakhs). A sum of 
Rs 2.35 lakhs (Rs 1.18 lakhs) 
has been transferred to the 
general reserve after making 
adjustments. 

Output of the company 
increased considerably, especi¬ 
ally of friction • materials, 
and exports also rose from 
R't 68 lakhs to Rs 100 lakhs. 
The government has approved 
the expansion of the basic 
licensed capacity of brake 
lining from 2160 tonnes by 
way of automatic growth over 
the next fiveyears. The govern¬ 
ment is considering the com¬ 
pany’s application for substan¬ 
tial expansion of the existing 


lines ot products of hsbestos. 
The Ucenced capacity for tex- 
tilee is to be raised to 2400 
tmmes fiom 1232 tonnes, of 
coDQtressed asbestos fibre 
jointings from 2100 tonnes to 
4000 tonnes and of asbestos 
mill board from 500 tonnes to 
2000 tonnes. 

A new factory is proposed to 
be set up in a backward area 
of Maharashtra over the next 
fiveyears. The new expansion 
plans will be financed by a 
rights issue. 

Gokak Patel 

Gokak Patel Volkart has 
earned a gross profit of Rs 2.07 
crores during 1977 against 
Rs 2.45 crores in the previous 
year. The sales have been 
around Rs 23.11 crores against 
Rs 18.75 crores. After provid¬ 
ing Rs 46.07 lakhs (Rs 48.90 
lakhs) for depreciation, 
Rs 3.50 lakhs (Rs 6.50 lakhs) 
for investment allowance and 
Rs 90.50 lakhs (Rs 110 lakhs) 
for taxation and after making 
s<Hne adjustments the dispos¬ 
able surplus is Rs 73.S9 lakhs 
(Rs 80.31 lakhs). An equity 
dividend of 16 per cent has 
been declared on the enhanced 
capital resulting from the one- 
for-five bonus issue made 
during the year against 20 
per cent paid for 1977. Divi¬ 
dends will absorb Rs 52.18 
lakhs (Rs 54.36 lakhs). A sum 
ofRs 13.05 lakhs (Rs 17.50) 
lakhs) has been transferred to 
general reserve No 2 and 
Rs 5.90 lakhs (Rs 6.52 lakhs) 
to general reserve No 3. 

The Gokak mills division 
was able to improve its turn¬ 
over from Rs 18.73 crores in 
1976 to Rs 23.09 crores in 
1977. Shipments of certain 
categories of yarn usually 
exported by the company was 
banned by the central govern¬ 
ment from July 1977 resulting 
in a setback to the export 


efforts not only in the sOcond 
half of 1977 but also in the 
long run. The ban has now 
been lifted but export incen¬ 
tives have been withdrawn and 
at the same time recessionary 
tendencies are being noticed 
in international yam markets. 
The directors pointed out that 
the total exports from the 
country have at no time ex¬ 
ceeded three per cent of the 
total production of yarn and at 
the time the ban was imposed, 
exports were running at hard¬ 
ly one per cent of the total 
availability of yarn in the 
country. 

Hindustan Dorr-Oliver 

The directors of Hindustan 
Dorr-Oliver state in their 
report for the period ended 
November 1977 that the actual 
business operation commenced 
from April 197V when certain 
assets and liabilities of Dorr- 
Oliver (India) Ltd were taken 
over by the company as agoing 
concern. The income from 
supply of Dorr-Oliver system 
(including components) totalled 
Rs 5.08 crores and income 
from service rendered Rs 11.88 
lakhs during the year. The 
working resulted in a gross 
proht of Rs 119.29 lakhs. 
After providing Rs 1.81 lakhs 
for depreciation and Rs 9^$.40 
iakhs for taxation, the nei 
profit worked out at Rs 22.08 
lakhs. An equity dividend of 
14 per cent has been declared 
which will absorb Rs 9.24 
lakhs. A sum of Rs 12.65 
lakhs has been transferred to 
general reserve. Ihe backlog 
of unexecuted and partly exe¬ 
cuted orders on hand at the 
end of November 1977 totalled 
Rs 13.68 crores, which rose to 
Rs 15.97 crores at the end of 
March 1978. Thus the com 
pany continues to enjoy a 
fair share of the market des¬ 
pite keen competition 4n seve¬ 
ral areas of its activities. 
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Licencn and Litters of Intont 

The Following licences and letters of intent were, issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of March 1978. The list contains llie names and 
addresses of the licensees, articles of manufacture, types of 
licensees—New Undertakings (NU), New Articles (NA), Substan¬ 
tial Expansion (SE), Carry on Business (COB), Shifting—and 
Annua! Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Agarwal Steel Complex Ltd, 3-H, Shakespeare Sarani, 
Calcutta-700016 (Hooghly-West Bengal)-High Manganese Steel 
Castings—1000 tonnes. Alloy Steel Castings—1000 tonnes, SG 
Iron Castings—1000 tonnes—(NU) 

M/s Ghatge Patil Industries Ltd, Uchagaon, Koihapur-41600S 
(Kolhapur—Maharashtra)—Grey Iron Castings—9,000 tonnes, 
SG Iron Castings—3,000 tonnes—(NA) 

Metallurgical Industries (Non-Ferrous) 

M/s Shalimar Wires and Industries Ltd; Mineral Building, 
27'A, Camac Street, Calcutta-700016 (Nasik-Maharashtra)— 
Nickel Silver Strips—450 tonnes—(NU) 

Fuels 

M/sLubrizol India Ltd, Delstar, 9A, S. Patkar Marg, 
Bombay-400036 (Maharashtra)—Engine Oil Dispersant inter¬ 
mediate components—2,000 tonnes (AddI)—6,000 tonnes (After 
expansion)—(SE) 

Electrical Equipment 

M/s Southern Transformers and Electricals Ltd, Parisrama 
Bhavanam, 5-9-58/B, Fateh Maidan Rd, Post Box No 1049, 
ilydcrabad-500029 (Tirupafhi-AP)—Power Transformers up to 
132 KVA-1,000 MVA -(NU) 

M/s Punjab Bio-Medical Equipment Ltd. (Subsidiary of Pun¬ 
jab Dev. and Prodn. Corpn. Ltd), 50/4A, Chandigarh (PB) (SAS 
Nagar(Mohali)-Punjab)—X-Ray Image Intensifier (Detrofitting 
type)-25 Nos-(NA) 

M/s Tata Engineering and Locomotives Co Ltd, ‘Bombay 
Hi'use’, 24, Homi Modi Street, Fort, Bombay-400023 (Punc- 
Maharashtra)—In process gauging—40 Nos, Rotary position 
Encoder and Readout—100 Nos, Linear position Encoder and 
Readout—100 Nos, Proximity Switch—1000 Nos, Electrical 
copy machining—10 Nos, Numerical control of Machine Tools— 
10 Nos, Solid State Controller for Machine Tools—50 Nos 
-(NA) 

Mr A N. Angre, Pradhan Building No 2, Gokhale Road, 
Thane (Maharashtra) (Poona-Maharashtra)—Triacs less than 30 
Amps—^2.25,000 Nos greater than 30 Amps—75,000, Diacs 6-9 
Volts 26-35 Volts—3,00,000 Nos-(NU) 

M/s NGEF Ltd. Post Bag No 3876, Bangalore-560038 
(Bangalore-Karnataka)—^Thyristor Convertors for industrial 
controls—50,000 KW-(NA) 

Tnnsportation 

Mr J.C. Nagina, 20, Union Park, Chembur, Bombay-400071 
(Daman-Goa)—Marine Propellers fixed blade and variable 
pitch (2.5 tonnes and above)—400 tonnes, Stem Gear Assembly 
—150 Nos-(NU) 

M/s Press Metal Corporation Ltd, Andheri-Kurla Road, 
Bombay-400059 (Boinbay-Maharashtra)—Exhaust System (Silen¬ 
cers and Exhaust pipes—278 tonnes. Door Locks—52 tonnes. 


Radiator grills—117 tonnes, (1^1 tanks 13,928 tonnes. Trim 
shop Rems 13,928 ttmnes, Air Vent System 13,928 tonnes, Fer- 
rotis and Non-ferrous cold roll formed metal sections) 134128 
tonnes—(COB) 

Industrial Machinery 

M/S National Heavy Engineering Co-op Ltd, 16-Mahatma 
Gandhi Rd, Pune-411()01 (Pune-Maharashtra)—Complete Sugar 
Plant—6 Nos-*(NU) 

M/s Lohia Machines Private Ltd, C-3, Panki Indl. Area, 
Kanpur-208020 (Kanpur-UP)—Tow to top conversion equip¬ 
ment consisting of: (a) Breakers, (b) Re-breakers, (c) Tow 
transformers, (d) Intersecting machine—2 machines—(NA) 

M/s Rol-Kobo Chain Co, (Prop Rolcon Engg Co Ltd), 
Vallabh Vidyanagar, Gujarat-388120 (KFTZ-Gujarat)—Indus¬ 
trial Roller Chains—5,40,000 metres—(NU) 

Miscellaneous Industries 

M/s Nandan Textiles Pvt Ltd, 573, Girgaum Road, Chira 
Bazar, Bombay-400002 (Thana-Maharashtra)—HDPE woven 
bags—71 tonnes—(COB) 

Chemicals Other than Fertilizers 

M/s Haichem Pvt Ltd, B-40, Indl Estate, Sanatnagar, 
Hyderabad-500018 (Medak-AP)—Binary Explosives—5,000 
tonnes—(NA) 

M/s Solar Chemicals Co-op, Industrial Estate, Post Box No 
80, Chandrapur (Maharashtra) (Chandrapur-Maharashtra)- 
Sulphuric Acid—16,500 tonnes (inclusive of the existing copa- 
city of 3,300 tonnes)—(SE) 

M/s Lubrizol India Ltd, Delstar, 9-A, Patkar Marg, Bom- 
bay-400036 (Maharashtra)—Chemical Additive—5000 tonnes 
(AddI)—15000 tonnes (After expn)—(SE) 

Drugs and Pharmaceuticals 

M/s Indian Drugs and Pharmaceuticals Ltd, N-12, South 
Extn. Pt I, Ring Road, New Delhi-110049 (Hyderabad-AP)— 
Glybenclamide—5 tonnes. Diazepam -1 tonne, (a) Trimethoprim 
—2 tonnes, (b) Sulphamethoxazolc—8 tonnes—(NA) 

M/s BEC Chemical Pvt Ltd, Victoria Bldg, Parsee Ba/ar 
Street, Fort, Bombay-400001 (Kolaba-Maharashtra)—Chemo- 
quine—10 tonnes, Chloroquin Phosphate -20 tonnes—(NA) 

M/s Mac Laboratories Pvt Ltd, Great Social Bldg, 60, Sir 
Pherozeshah Mehta Road, Bombay-400001 (Bombay-Maharash- 
tra)—Basic Drug: Clipizide—100 kgs. Formulations: Clipizide 
tablets 5 mg—Corresponding to 70 per cent production of basic 
drugs—(NA) 

M/s New Drugs (India) Ltd, Q. No 97, SBl Staff Colony, 
New Bakaram, Hyderabad-500048 (Medak-AP)—(A) Bulk 
Drugs: Parahydroxy benzoic acid and its corresponding esters 
—30 tonnes. Metronidazole-18 tonnes. Sodium Para-amino 
salicylate-80 tonnes, Glibenclamide—0.060 tonnes, (B) Formu¬ 
lations: Paracetamol Tablets—36 lakh Nos, Diethyl Carbama- 
zine citrate tablets—24 lakh Nos, Antiscabies Ointment Tubes 

S ointment containing Benzyl Benzoate, Benzocaine and DDT— 
1.96 lakh Nos-(NU) 

Textiles 

M/s Hanspa-KnitPvt Ltd, 10, T.A. Pai Housing Co-opera¬ 
tive Society Ltd, Dr Ambedkar Road, Bandra West, Bom- 
bay-4000SO (Gandhidham-Gujarat)—PuUovers/Cardigans— 

24,000 doz. Ladies Blouses—24,000 doz, Childrenwear—24,000 
doz—(NU) 

M/s Rohit Mills Ltd, Khokhra Ahmedabad, Ahmeda- 
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lMd*3|0008 (AkmeddM4^Jarat><»<Oi>t((m vun—59,480 spind¬ 
les (epittiog)—<3,352 sptodies (after <S^ 

N^s New Great Eastern $pg and Wva Co Ud, 2S/29, Dr 
Ajnbadkar Rd, Bombay-400Q27 (fiombay-Ain]Mra8lttra)-<7otton 
yani-->'34,956 spindles (extsting>^l,548 spindles (aim expn)— 
(SE) 

M/s Rag^ubanshi Mills Ltd, 11-12, Senapati BapatMarg, 
Delisle Road PO, Bonibay-400013 (Bombay-Maliarasbtra)— 
Cotton yam—50,000 spindles (existing)—56,340 spindles (after 
expn>-(SE) 


FemeatathNi Industries 

M/s Shetkari Sahakari Sakhar Karkhana Ltd, Sangli (Maha¬ 
rashtra) (Itengli-Maharashtra)—Indian Made Foreign Liquors 
and Country u'quors—5033 bulk kilolitres—(COB) 

father and Leather Goods 

M/s KH Leather Industries Pvt Ltd. 36 Hunters Road, 
Vepery, MadraS'600007 (North Arcot-Tgmil Nadu)—Leather 
Foot wear—4 lakh pairs. Leather Uppers—10 lakh pairs. Leather 
Wallets—12 lakh pieces ~(NU) 

Letters off Intent 

Metallurgical Industries (Ferrous) 

Mr NK. Jhunjhunwala, S-I9, Greater Kailash-I, New 
Delhi-] 10048, (Backward Distt-UP)—SG Iron Castings—^5,000 
tonnes—(NU) 


Electrical Equipment 

M/s Bharat Electronics Ltd, “Trade Centre'’, 29, Race 
Course Rd, Bangalore-S60001 (Pune-Maharashtra) -Magnesium, 
Manganese Dioxide Batteries -3 lakh Nos—(NA) 

M/s The Electro-Medical and Allied Industries Ltd, (A Govt 
of West Bengal Undertaking), 4/2, BT Road, Calcutta-700056, 
(West Bengal)—Dental X-Ray units—150 Nos, Mobile Battery 
operated X-Ray units—100 Nos, High Power X-Ray (above 
750 mA), Generators with sophisticated Tilting Table—75 Nos. 
Table for special examination with tomography and TV systems 
—150 Nos, Conventional X-Ray low power X-Ray equipment 
inc portable equipment (below 750 mA)—250 Nos—(SE) 

M/s Machinery Manufacturers Corporation Ltd, Gateway 
Bldg, Apollo Bunder, Bombay-400039 (West Bengal)—Micro 
processor based data processing equipment—250 Nos—(NA) 

M/s Khandelwal Herrmann (KH) Electronics Ltd, Khandel- 
wal Estate, Bhandup, Bombay-400078 (Maharashtra)—Silicon 
Diodes up to 1 Amp—^20,00.000 Nos, Silicon Diodes up to 30 
Amp—3,00,000 Nos, Silicon Diodes above 30 Amp—20,000 
Nos, SCRs up to 30 Amps- 3,00,000 Nos, Triacs and Diacs 
20,00,000 Nos—(NA) 


Industrial Machinery 


Madiine Tools 

M/s Asiatic Oxygen Ltd, 8. BBD Bag East, Calcutta-700001 
Ho^fftb-West Bengal)—Welding and Cuttiog Blow Pipes and 
Hegolators—14,400 Nos—(NA) 


MieeBaaeoua bidnatries 

M/s Synthopack Enterprises (P) Ltd, 9, Sottunerset House, 
Opp: Colaba Post Office, Colaba, Bombay-400005 (Tarapur- 
Mtuiamshtra)—Special purpose (LDPE/HDPE packing films— 
too tonnes—(NU) 

M/s Chetna Polycoats Pvt Ltd, 5184, Ballimaran, 
DGhi-11000$ (AIwar^Rajasthan)—Polyurethane and Actylic 
Coated fabrics—30 lakh $q meters—(NU) 

Fertilizers 

M/s Bihar Caustic and Chemicals Ltd, Garhwa Road, Rehia, 
DisttPalamau (Bihar) (Palamau-Bihar)—Ammonium Chloride 
—26,000 tonnes—(NU) 

M/s MP Agro Morarji Fertilizers Ltd, Plot No 9, Ihabua 
Kothi, Municipal No 170. Ravindranath Tagore Marg, Indore 
(MP) (Jhabua-MP)—Sulphuric Acid—1,40,000 tonnes. Phosphoric 
Acid—50,000 tonnes. Mono Ammonium . Phosphate—93,600 
tonnes-(NU) 


Chemicals Other than Fertilizers 

M/s Asiatic Oxygen Ltd, 8-B BD Bag (East), Calcutta-700001 
(Raipur-MP)—Benzaldehyde—600 tonnes—(NA) 

M/s Binil Chemical Co, 301, Pleasant Palace, 16, Narayan 
Dabolkar Rd, Bombay-400006 (Backward area-Gujarat)—Aery- 
lonitrile-Butadiene-Styrene (ABS), Styrene-Acrylonitriline (SAN), 
Flame retardant High Impact Plastic—Total capacity 10,000 
tonnes—(NU) 

M/s Ralli Chemicals Ltd, Ralli House, 21, Baveline Street. 
Port, Bombay-40000] (Unnao-UP)—Sodium Siiicofluoride—350 
tonnes—(NA) 

M/s Taplon Synthetics Ltd, Shiv Murti House, Una Road, 
Hoshiarpur (Puqjab) (Hoshiarpur-Punjab)—Nylon Filament 
Yam—1,000 tonnes (AddI)—2,000 tonnes (after expn)—(S£) 

M/s The Anil Starch Products Ltd, Anil Road, PB No 1662, 
Aiunedabad-380002 (Abmedabad-Gujarat)-Mannitol—200 ton¬ 
nes—(NA) 

M/s Britannia Biscuit Co Ltd, 15-Taratola Road, Cal- 
cufta-700053 (Bokaro-Bihar)—Anthraquinone—600 tonnes 
-(NU) 

M/s Papin Laboratories International, Udy Bhavan, Raj- 
mahal Road, Baroda-39000t (KFTZ-GandUdham-Gujaraf) 
—Papain BPC—35 tonnes—(NU) 

Drugs and Pharmaceuticals 

M/s Alembic Chemical Works Co Ltd. Alembic Road, 
Baroda-390003 (Gujarat), Berberine Sulphate -1200 kgs, Berbe- 
rine Tannate—1200 kgs-(NA) 

M/s Atul Products Ltd, PO Atul (W RIy), Distt 
Bulsar-396020 (Bulsar-Gujarat)—Tolbutamide (YL) -25 tonnes 
-(NA) 

M/s Indian Drugs and Pharmaceuticals Ltd, N-12, NDSE-1, 
New Delhi-110049 (Madras-Tamil Nadu)-Tablets; INH(100 
mg)—50 million Nos, INH (300 mg)—20 mill Nos, INH-Thi 
cetazone—25 mill Nos, Aspirin - 40 mill Nos, APC—40 mill 
Nos, Idochlorochydroxiquinoline 20 mill Nos, Phenyl Buta- 
zone—2 mill Nos, Ferrous Sulphate—10 mill Nos. Folic Acid— 
10 mill Nos, Digestine Enzyme—5 mill Nos, Vitamin C—25 mill 
Nos, Vitamin B-complex—10 mill Nos, Multivitamin—10 mill 
Nos, Chlorpromazine—1 mill Nos, Prednisolone—2 mill Nos, 
Antacid—10 mill Nos, iPhthalyl Sulphathiazole-25 mill Nos. 
Ampoules: Distilled water-7.5 mill Nos, Dextrose (5 per cent)— 
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I mill Nos, Analgia (5 mlV—0 5 mill Nos, PothtAw (2 ml)—O.S 
mill Nos, Ephidrine (1 ml)—O.S mill Nos. Powder yiab: Strepto- 
mycine sulphate—10 mill Nos, Strapto Penieillil—5 s^l Nos. 
Procaine Penicillin—5 mill Nos. Capaoies: Tetih^line—5 mill 
Nos, Oxytetracycline—5 mill Nos, LIqaMs; Pipenudne Citrate— 
20 KL, Cough syrup—30 KL, Vitamin B-Comidex synq>—30 
KL, Milk of Magnesia—15 KL, Tincture oflotfine—25 KL, 
Liquid Glycyrrhiza—10 KL. Chloroform spirit—30 KL, Tincture 
Cardamom—^30 KL, Tincture Benzoin—20 KL— pSA) 

Textiles 

M/s MRS Exports, 5-6, Regent Chambers, ]2tb Floor, 
Nariman Point, Bombay-400001 (KFTZ-Gujarat)—Importings, 
grading and processing of second-hand clothing for rexport pur¬ 
pose—^2.500 tonnes—(NU) 

Food Processing Industries 

M/s The Andhra Pradesh Dairy Dev. Corpn Ltd, Lalapet, 
Hyderabad-3000789 (Cuddapah-AP)—Skimmed/whole milk 
powder—^2,500 tonnes, Infant and weaning foods—1,500 tonnes. 
Malted milk food—1,200 tonnes. Condensed milk (Sweetened) 
—1.200 tonnes. Table butter—1,500 tonnes. Ghee—1,000 tonnes 
(NU) 

Mr J. M. Babi, M/s Farm Dehydrates (Pvt) Ltd, Matiana 
House, Memonwada, Junagarh (Surendranagar-Gujaiat)—Pro¬ 
cessing/Dehydration of Onions—1794 tonnes—(NU) 

Glass 

M/s Andhra Pradesh Indl Dev Corpn Ltd, *‘Parisrama 
Bhavanam”, 5-9-58/8, Fateh Maidan Rd, Post Box No 1049. 
Hyderabad-500029 (Andhra Pradesh)—Continuous Filament 
Fibre Glass—2,000 tonnes (Add!)—4,()00 tonnes (after expn)— 
(SE) 

M/s Indo-Asahi Glass Co Ltd, Hungerford Street, 
Calcutta-700017 (24-Parganas-WB)—Ophthalmic lens—19.80 
lakh pieces—(NU) 

Cement and Gypsum Products 

M/s Dalmia Cement (Bharat) Ltd, 4, Scindia House, New 
Delhi-110001 (Tiruchirapalli-Tamil Nadu)—Portland Cement— 
From 5 25 lakh tonnes to 5.95 lakh tonnes (after expansion)— 
(SE) 

Changes in the Names of Owners or 
Undertakings 

(Information pertains to particular liceuces only) 

M/s Swastik Textile Engineers Private Ltd toM/sSwastik 
Engineers Pvt Ltd 

M/s Batliboi and Co Pvt Ltd to M/s Batliboi and Co Ltd 

Collector, Guntur. Chief Promoter, The Proposed Coop 
Sugar Factory to The Annapurna Cooperative Sugars Ltd 

M/s Garden Reach Workshops Ltd, Calcutta to M/s Garden 
Reach Shipbuilders and Engineers Ltd, Calcutta 

M/s Batliboi and Co Pvt Ltd to M/s Batlibori and Co Ltd 

M/s Steelsworth Ltd to M/s Buildworth Ltd 

M/s Laliubhai Amichand Private Ltd to M/s Laliubhai 
Amichand Ltd, Bombay 

M/s Cambata Ferro-Manganese Ltd to M/s Universal Ferro 
and Allied Chemicals Ltd 


M/t Industritd Devnlopment Ovpn pf GMjMi 
neswar to M/s Knmuk Jute Ud, mndMmeshwrn ' 

Uctnets Revniinil or Canetitod 

♦ 

(IhfonnntloB pwtnina to pnrtfciilMr Ummwi onijr) 

M/s Ctmtel, New Delhi—Transistors eto-(Caacelled) 

M/s Modi Industries Ltd, Modinagar (UP)—Atuminium 
Tops—(Cancelled) 

M/s<jeramic Capacitors Manufacturing Co, New Delhi— 
Disc Ceramic Capacitors—(Revoked) 

M/s RBS Rubber Mills (P) Ltd, Calcutta—Rice Mill Rubber 
Roller—(Revoked) 

M/s Bcdi Company, Bangalore—Skimmed milk powder, 
whole milk powder and Casein—(Revoked) 

M/s Shrj Laxmi Cooperative Sugar Factory Ltd—Sugar— 
(Revoked) 

M/s Travancore Chemicals and Mfg Co Ltd, Kalamasseiy 
(Kerala)—Alumina Ferric—(Revoked) 

Mr Priyadarsi Jetly, Distt Faizabad (UP) M/s Kisan Saha- 
kari CUiini Mills 1 td, Akbarpur, Distt Faizabad (UP)—Sugar— 
(Revoked) 

M/s Southern Industrial Corpn Ltd, Madras-60(X)66—Flexi¬ 
ble Shaft Machines and Electric Motors, thereof—(Cancelled) 

M/s Corona Rim Manufacturing Co Ltd, Sonepat (Haryana) 
Bicycle Rims—(Revoked) 

Letters of Intent Lepsed. Cencelled 
or Revoked 

(Information pertains to particular lettms of intent only) 

Mr Shashank Prashad, Calcutta (West Bengal)—Industrial 
Gases—(Lapsed) 

M/s Farm Chemicals Ltd, Bombay (Gujarat)—Monosodium 
Methanearsonate (Herbicide)—(Lapsed) 

M/s Pondicherry Industrial Promotion Development and 
Investment Corpn Ltd, Pondicherry (Pondicherry)—Glass 
Bottles—(Lapsed) 

M/s Hyderabad Allwyn Metal Works Ltd, Hyderabad 
(Andhra Pradesh)—Domestic Refrigerators—(Lapsed; 

M/s Bihar Mica Syndicate Ltd, Hazari Bagh (Bihar) (Bihar) 
—Mica Paper—(Cancelled) 

Mr B. L Dalmia, Calcutta (MP) White printing paper- 
packaging and wrapping paper—(Lapsed) 

The Himachal Pradesh Mineral and Industrial Development 
Corpn Ltd, (HP)—Glass Bottles-(Lapsed) 

M/s Uniloids Ltd, Hyderabad (AP)—Chloroquin Phosphate 
—(Lapsed) 

M/s Bombay Bunnah Trading Corpn Ltd, Bombay (Maha¬ 
rashtra)—Relays—(Revoked) 

M/s Seth Enterprises, Meerut (Rajasthan)—Tungsten Car¬ 
bide Products etc—(Cancelled) 
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R^ORDS 


Inidustrial production in 1977 AND 

STATTSTTPS 

The rata of growth in industrial production In 1977 is aatiinated to 
>0 around five par cant as against a rise of more than 10 par cant In tha year ended March 31,1977. The major 
M>nstralnt8 to production ware labour unrest, chronic shortage of power and lack of demand in soma industries. 
The table below culled from the annual report of the ministry of Industry for 1977*78 compares the production 
serformance of major Industries in 1977 in relation to 1976; 


Production of Industries during 1976 and 1977 


Name of industry Accounting 1976 1977 Brief explanation | 

fo. unit — —---— —I---—— - foj appreciable , 

No. Installed Annual No. Installed Estimated tali or rise and | 

of capacity production of capacity production other remarks if 

units units any 1 

I 2 345678 9 10! 


MECHANICAL AND ENGINEERING INDUSTRIES 


1. X-Ray Equipment 

2. Electro-medical Instru¬ 

Rs lakhs 

4 

435.00 

ments 

3. Medical & Surgical 


7 

100 00 

Instruments 

4. Industrial Process Con¬ 

>> 

11 

'455.00 

trol 


10 

1600.00 

5. Cameras 

Lakh Nos- 

1 

5.02 

6. Safety Razor Blades 

Million Nos 

7 

2095.00 

7. Bicycles 

Lakh Nos. 

11 

37.01 

8. Wire Ropes Metric Tonnes 

9. Small Tools & 

9 

45.06 

Cutting Tools 

Rs Lakhs 

88 

8000.00 

0. Forged Hand Tools 

Rs. Lakhs 

11 

2400 00 


1. Steel Piles 

2. Precision Measuring 


5 

700.00 

Tools 

S. Press Tools, Dics- 

99 

12 

500.00 

» 

Moulds, Jigs & Fixtures 
4. Building and Road 

99 

21 

700.00 

Construction Machinejy 

99 

10 

620.00 

.5. Ball & Roller Bearings 

Lakh Nos 

7 

310.546 


400.48 

4 

435.00 

450.00 

\ 

77.25 

7 

190.00 

98.00 

1 

362.46 

12 

476.00 

400.00 

l 

• • 

1353.46 

12 

POS.OO 

1650 00 


5 03 

1 

5.88 

6 00 

, , ’ 

911.91 

7 

2530.00 

950.00 

, , 

26.4.1 

11 

37 01 

30 00 

. . 

27.2 

9 

45 06 

26 00 


5477.00 

91 

8110 00 

5870.00 


2068.00 

13 

2500 00 

1960 00 Fall in production 
as one of major 
units was on go 
slow/strike. 

629.00 

5 

700 00 

690.00 

•• 

313.00 

12 

500 00 

366.00 

1 

574.00 

25 

810 00 

635.00 

1 

475.61 

11 

645.00 

451.00 

One additional 
imit started re- | 

porting produc- \ 

tion. ! 

277.07 

9 

319.696 

285.00 

Increase in pro- i 

duction conse- | 

quent to increase 
in capacity! 
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1 2 

3 

4 

5 

6 

7 

» 

9 

10 

16 Industrial Fasteners : 

(j) H T Fastener 

M.T. 

15 

19,096.00 

8,230.00 

15 

J 

« 

19,246.00 

9,400.00 


(ii) M.S. Fastener 
(Bolts, Nuts Rivets 
Machine Secrews) 

M.T. 

15 

47,576 00 

26.969.00 

17 

47,576.00 

32,350 00 


(iii) Wood Screw 

Million Nos. 

4 

1,506.80 

1,388.00 

4 

1,506 80 

1,560.00 

• • 

17* Stranded Wire & Bar¬ 
bed Wire 

Tonnes 

7 

28.840.00 

7 916 00 

7 

28,840.00 

8,200.00 


18. Wire Mesh 

>> 

4 

19,580.00 

6,492 00 

4 

19,580.00 

9,000.00 

. . 

19. Wire Netting 


4 

1,603.60 

1,016.00 

4 

1,603.60 

1,200.00 

• • 

20. Tin Containers includ¬ 
ing O.T.S. Cans 

M.T. 

38 

110,847.00 

63,816 00 

38 

115,205.00 

69,000.00 


21. Drums & Barrels : 

(i) Large Drums 

M.T. 

16 

1,53,995.00 

52,076.27 

16 

1,53,359.00 

57,908 


(ii) Small Drums 

M.T. 

23 

18,451.00 

4.379 63 

23 

18,451.00 

.1-26.92 
lakh Nos. 
4,015 

Slight fall in pro 

22. Aluminium Collapsible 
Tubes 

Million Nos. 

8 

22'*. 65 

284.72 

8 

M.T. duction item i: 

0.30 reserved for smal 

lakhs Nos scale sector. 

224.65 229.00 

23. Pilfer Proof Caps & 
Closures 


10 

774.20 

947.40 

10 

774.20 

1,038.00 


24. Pipe Fittings 

M.T. 

11 

21,720.00 

5,430.28 

12 

21,720 00 

5.626 00 


25. Industrial Coil Springs 
(Cold form) 

Tonnes 

4 

3,860 00 

1,464.00 

4 

3,860.00 

1,700 00 


26. Welding Electrodes 

Million Runn¬ 

21 

742 00 

498.00 

21 

742 00 

498.00 

,. 

27. Air & Gas Compressors 

ing Metres 
Nos. 

11 

13,360.00 

6,721.00 

11 

13,360.00 

7,500 00 


28. Cast Iron Spun Pipes 

’000 tonnes 

9 

478 60 

233 00 

9 

478 60 

160 00 (i) Lack of order 

1. Electric Motors 

Miil HP 

33 

ELECTRICAL INDUSTRIES 

6 02 3,63 37 

6.6 

from Publi' 
Health Engc 
Depts wh< 

arc the onl; 
users 

(ii) Closure of 
Units durin, 
1977 

4,00 

2. GLS Lamps 

Mill Nos 

14 

157.57 

159.20 

15 

196.13 

165.00 

. . 

3. Fluorescent Tube Lamps 

99 

9 

12.75 

16.90 

9 

19.20 

17.20 

• • 

4. Electrical Steel Stamp¬ 
ings &, Laminations 

M/Tons 

35 

93,000.00 

42,629.00 

35 

93,000.00 

50,000.00 

• * 

5. Dry Batteries 

Mill. Nos. 

12 

1,291.00 

494.70 

12 

1,291.00 

620.00 


6. Storage Batteries 

Lakh Nos. 

8 

20.63 

14.19 

8 

22.34 

145.50 

• t 

7. SlectricFans 

Mill. Nos. 

16 

2.99 

2.38 

16 

2.99 

3.20 



—Cotttd. 


954 MAY 12> 1978 


. MnSRN BCONOMIST 




1 ' 2 3 

4 

5 

6 

7 

8 

9 10 

8. AAC/ACSR Conductors MT 

46 

1,26,776.00 

84,027.00 

47 

1,28,776.00 

68,200.00 Due to shortage 
of aluminium 
the production is 
less 

9. PVC/PILC Power Cables K M 

12 

24,607.00 

17,704.00 

12 

25,761.00 

19,500.00 The target to be 
achieved is sligh¬ 
tly less due to 
shortage of alu¬ 
minium 

lO. PVC/VIR Cables MCM 

11. Enamelled Winding 

25 

1,255.15 

481.56 

25 

1,255.15 

450 00 The bulk of the 
production in this 
industry is house 
wiring cables, 
which IS reserved 
for small scale 
industries units 

Wires/Strips M.T. 

12. Paper Covered Winding 

29 

26,030.00 

13,424.00 

29 

27,012.00 

13,500 00 

Wires/Strips M.T. 

13. Underground Telephone 

Cables 

26 

17,060.00 

6,294.00 

26 

17,060.00 

6.400.00 

(a) Dry Core Cable K.M. 

3 

14,000.00 

9,750.00 

3 

14,000.00 

11,000.00 1 Reserved for 

(b) Coaxial Cables K.M. 

1 

4,200.00 

2,939.00 

1 

4,200.00 

2,500.00 J Public Sector. 

14. Domestic Refrigeration Nos. 

6 

1,83,400.00 

1,07,520.00 

6 

1,53,400.00 

1,39,602.00 

15. Room Airconditioners Nos. 

16. Industrial Aircondition¬ 
ing & Refrigeration 

6 

43,940.00 

15,204.00 

6 

43,940.00 

20,512.00 

Equipments Rs. lakhs 

25 

2,720.00 

13,86.88 

23 

2,720.00 

1,535.62 

17. Industrial Cooling Towers „ 

3 

NA 

385.02 

4 

NA 

574.25 

18. Water Coolers Nos. 

19. Industrial Fans and 

7 

9,986.00 

10,571.00 

7 

9,986.00 

9.045.62 

Blowers Rs. lakhs 

16 

900 

632.66 

16 

900 

643 07 

20. Calcined Petroleum 

Coke Tonnes 

5 

2,31,000.00 

1,?5,653.00 

5 

2,31,000.00 

1,15,00(). 00 Production limited 
to the demand. 

21. Calcined Anthracite Coal Tonnes 

1 

• 4,000.00 

517.00 

1 

4,000.00 

Lack of demand. 

22. Graphite Electrodes and 

Anodes Tonnes 

2 

10,850.00 

9,198.00 

4 

22,450.00* 

10,500.00 *Two units with 


a total capacity \ 
of 15,000. tonnes 
are likely to go 
in production du¬ 
ring this year. 

23. Electrode Paste (Mer¬ 
chant Capacity) Tonnes 4 60,000.00 10,653.00 4 60,000.00 6,600.00 Productiop limited 

to demand. 

—Co/i/rf. 
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1 2 

3 

4 

5 

6 

7 

8 

9 

10 

24. Carbon Blodcs or Elec¬ 
trical Machinery Brushes 
(a) Metallic Grade Tonnes 

1 

80.00 

52 04 

1 

• 

80.00 

65.00 


(b) Electrographitised 
Grade 


1 

80.00 

42.01 

1 

80.00 

46.00 


(c) Bakelite Grade 


1 

20.00 

1.09 

1 

20.00 

5.00 

• • 

25. Midget Electrodes* 

Mill Nos. 

2 

325.00 

348 00 

2 

325 00 

360.00 


26. Cinema Arc Carbons 

Mill pairs 

4 

18.00 

10.00 

4 

18.00 

10.6 

m » 

27. Power Driven pumps 

Nos. 

42 

3,62,600.00 

3,01,739.00 

42 

3,62,600.00 

3,00,000.00 

• • 

28. Process Pumps 

Nos. 

4 

6,500.00 

3,788.00 

4 

6,500.00 

4,000.00 

* • 


*This production is by one unit only with a capacity of 250 Mill. Nos. for their captive consumption. The other unit which 
was closed for the last three years has been taken over by new management and has already done some trial production. 


AUTOMOBILE TYRES & TUBES 


1976 1977 


SI. Name of the industry 

No 

Accounting - 
unit 

No. 

of 

Installed 

capaciQr 

Annual 

production 

No. 

of 

units 

Installed 

capacity 

_ . _ 

Production 


units 

Actual 
(Jan. to 
Sept.) 

Estimated 
(Jan. to Dec.) 

1 2 

3 

4 

5 

6 

7 

8 

9 

10 

1. Automobile Tyres 

Lakh Nos. 

14 

71.29 

58.53 

16 

79.29 

47.35 

65.00 

2. Automobile Tubes 

99 

14 

73.73 

46.78 

16 

81.73 

41.55 

55 00 

3. Cycle Tyres 

Mill. Nos. 

20 

32.39 

23.60 

20 

32.39 

16.33 

25.00 

4. Cycle Tubes 

99 

20 

3.304 

16 50 

20 

33.04 

10.97 

16 00 

5. Conveyor Belts 

M. Tons 

5 

48.10 

48 96 

6 

5310 

2916 

4000 

6. Fan & V. Belts 

Lakh Nos. 

5 

83 82 

74 48 

7 

85.68 

59 70 

80 00 

7. Reclaimed Rubber 

M. Tons 

10 

21,620 

17,920 

10 

21,620 

11,695 

16,000 

8. Hoses 

Mill Metres 

13 

6 89 

4.51 

13 

6.89 

3.16 

4.20 

9. Synthetic Ruber Cots 

Lakh Metres 

7 

7.44 

2.96 

7 

7.44 

1.83 

2.50 

10. Synthetic Rubber Apron 

99 

7 

7.09 

4.77 

7 

7.09 

2.98 

4.50 

11. Carbon Black 

M. Tons. 

3 

77,700 

56,270 

4 

86,700 

45,335 

60,000 

12. PVC Conveyor Belts 

Metres 

2 

1,15,000 

1,40,292 

2 

1,15,000 

54,375 

70,000 

13. Rubber & Canvas 
Footwear 

Mill Pairs 

12 

58.00 

40.52 

12 

57.00 

31.31 

42.00 

14. Rubber Contraceptives 

Mill. Nos. 

2 

325.00 

283.72 

2 

325.00 

192.26* 

350.00 


*Thi8 is for January to July. 
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LEATHER & LEATHER GOOPS INDUSTRY 


SI. 




1976 



1977 


No. 

.'^Name of the indttstiy 

Accouiitinc - 







unit 

No. 

InstaUcd 

Actual 

No. of 

Installed 

Estimated 





1 

of 

capacity 

production 

of 

capacity 

production 




unit 



units 


in 1977 

1. 

Vegetable Tanning Hides 

Cow Hides 

10 

19,03,992 

8,61,962 

10 

22,12,000 

7,71,200 

2. 

Chrome Tanning of Hides 


16 

19,86496 

16,15,390 

16 

31,80,000 

9,81,200 

3 

Western Type of Leather Footwear 

Pairs 

7 

1,35.02,000 

82,52,289 

7 

1,35,02,000 

79,85,900 

4. 

Indian IVpo of Leather Footwear 

>9 

7 

94,67.000 

69.00,421 

7 

94,47.000 

62,52,930 

5. 

Picking Bands 

Kgs. 

4 


1.14,782 

4 

4,40.400 

97,130 

6. 

Leather Belting 


4 


54,973 

4 

2,10,000 

64,555 

7. 

Glue 

Tonnes 

4 

3,320 

2485,012 

4 

3,320 

2,185 

8. 

Myroblan Extract 


2 


780.1 

2 

7,704 

1,985 

9. 

Cotton Hair Belting 


2 

216 

29.41 

2 

216 

21.0 

10. 

Gelatine 

9> 

3 


1900.69 

3 

2.700 

1,540 

11. 

Ossein 

99 

6 

9,200 

4247.98 

6 

9,200 

6,410 


CEMENT PRODUCTS INDUSTRY 


SI. Name of the industry 

Accounting 


1976 


1977 


No. 

unit 







No. 

Installed 

Annual 

No. 

Installed 

Estimated • 





of 

capacity 

production 

of 

capacity 

production 



units 



units 



1. AC Sheets & P. Pipes 

2. Asbestos Textiles (Pro¬ 

Tonnes 

11 

6,37,000 

4,88,267 

11 

6,37,000 

4,12,716 

ducts Packing, Yarn Sl 
Mattresses) 

»> 

4 

2,817 

2,227 

4 

2,817 

2,212 

3. Asbestos Jointing & 








Limpet Sheets 


5 

4,350 

3,294 

5 

4,350 

3,632 

4. Asbestos Mill Board 


2 

1,100 

565 

2 

1,100 

961 

5. Ferrobestos Sheets 

>f 

1 

100 

52 

1 

100 

22 

6. Profex/Fabrax 

Jf 

1 

2,000 

938 

1 

2,000 

740 


PORTLAND CEMENT 


SI. Name of the industry 
No. 

Accounting 

unit 

1976 


1977 

Brief explanation 
for appreciable 
fall or rise and 
other remarks, if 
any 

No. of Installed 
units , capacity 

Annual 

production 

No. of 
units 

Installed 

capacity 

Annual 

production 

1 2 

3 

4 5 

6 

7 

8 

9 

10 

1. Portland Cement 

Million 

tonnes 

57 21.46 

(location 
wise in¬ 
cluding 
split 

locations) 

18.69 

57 

(loca¬ 

tion 

wise) 

21.67 

19.2S(E) Power shortage 
in the southern 
states have reap¬ 
peared. The im- 
Actualupto port of the 
Nov. ’77 same has also 
•“-Con/d. 


BASTVRN BCOMOMBT 


957 


MAY 12, 1978 










10 


17.62 
For same 
period in 
1976 


17.04 


been iblt in 
states of U.P., 
Haiyana A West 
Bengal. The effect 
of the ^clcmebas 
its impact on the 
production. of 
units in Andhra A 
Tamil Nadu. One 
unit was closed 
for a while for 
lack of finance. 


CERAMIC INDUSTRIES 


SI. Name of the industry 

Accounting 


1976 



1977 Brief explana- 

No. 

unit 












■ * ■ non lor apprec** 



No 

Installed 

Annual 

No. 

Installed 

Estimated able fall or rise A 



of 

capacity 

production 

of 

capacity 

production other remarks, if 



units 



units 


any 

1. Glazed Tiles 

Tonnes 

5 

45,820 

39,373 

5 

45,820 


2. H.T. Insulators 


7 

26,000 

19,713 

7 

27,000 

18,149 

3. L.T. Insulators 

SI 

14 

9,000 

963 

13 

8,956 


4. Stoneware Pipes 

IS 

12 

76,464 

60,199 

11 

73,560 

47,256 

5. Stoneware Jars 

IS 

8 

9,546 

4,800 

6 

6,288 

4,159 

6. Sanitaryware 

19 

8 

20,630 

20,100 

9 

20,640 

19,645 

7. Crockery 

99 

17 

34,552 

13,659 

14 

34,044 

15,743 

8. Synthetic Stones 

Kgs. 

1 

28,800 

11,590 

1 

28,800 

17,771 

9. Frits 

Tonnes 

1 

4,020 

1,500 

1 

4,020 


10. Ceramic Colours 

99 

1 

60 

50 

1 

60 

47 

11. Enamelware 

Thousand pcs 

7 

30,030 

15,000 

7 

30,000 

15,743 


GLASS INDUSTRY 


SI. Name of the industry Accounting 1976 1977 Brief explanation 

No unit.. . . .. for appreciable 

No. of Installed Annual No. of Installed Estimated fall rise A other 
Units capacity production Units capacity production remarks, if any 


1 Bottles A Vials 

Tonnes 31 

3,73,000 

2,25,000 

34 

4,22,430 2,50,000 

2. Sheet Glass 

Million Sq. Mtis. 7 

27 

20 

7 

27 24 

3. Glass Shells 

Million pieces 7 

185 

172 

7 

185 179 

4. Vacuum Flask 

,9 3 

4 5 

4 85 

4 

4.5 2.6* *Previously under 


this head pro¬ 
duction of both 
flasks and refills 
were included. 
Now it coven 
vacuum flasks 
only. 

5. Laboratory Glasswares Tonnes 1 7,200 2,378 1 7,200 2,450 
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kj^ttACroflV iMiMJSiPItV 


SI l4>mcofdieindttstiy 
No : 

Aceonntiag 

aaSt 


1976 



1977 


Brief esplana* 
tion for appte* 

No 

Installed 

Annual 

No 

Installed 

Annual 



ciable fall or 



of 

capacity 

{Hodoiction 

of 

ci 4 >acity 

production 

rise and other 



units 



units 



remarks, if any 

1. Refractory 

Tonnes 

56 

15.00 lakhs 

7,69,514 

57 

15,03,000 

8,06,522 


2. Abrasive Grains 

»» 

5 

17,100 

13,568 

. • 

.. 

.. 

. • 


MISCELLANEOUS INDUSTRIES 

SI. Name of the industry 
No 

Accounting 

unit 


1976 



1977 

Brief explana¬ 
tion for appre- 

No 

Installed Annual 

No 

Installed 

Estimated 



ciable fall or 



of 

capacity production 

of 

capacity 

production 

rise & other 



units 


units 



remarks 


1. Cigarettes 

Million pcs. 

18 

96,488 

67,189 

18 

96,488 


68,300 

2. Filter Rods for Cigarettes Million Rods 

3 

2,700 

2,209 

3 

2,700 


2,150 


in sixtuplicate 








3 Biscuits. 

M. Tonnes 

31 

104,448 

67,095 

31 

1,04,448 


77,000 

4. Confectionery 

M. Tonnes 

22 

35,928 

12,671 

22 

35,928 


13,500 

5. Bread 

M. Tonnes 

17 

83,204 

81,808 

17 

83,204 


83,000 

6. Soft Drinks 

Million Bottles 

34 

1,731 

670 

34 

1,731 


460 

7. Malt Extract 

8. Breakfast Foods 

M. Tonnes 

2 

4,800 

2,278 

2 

4,800 


2,000 

(i) Pearl Barley 

M. Tonnes 

4 

6,590 

630 

4 

6,590 


700 

(ii) Com Flakes 

M. Tonnes 

3 

2,550 

208 

3 

2,550 


250 

(iii) Oat Flakes 

M. Tonnes 

Nil 

Nil 

Nil 

Nil 

Nil 


Nil 

9. Guar Gum 

10. Weaning Foods and 

M. Tonnes 

8 

41,500 

22,477 

8 

41,500 


26,500 

High Protein Foods 

-do- 

6 

8,951 

6,500 

6 

8,951 


7,250 

11. Starch 

-do- 

9 

1,68,600 

1,11,284 

9 

1,68,600 


1,20,000 

12. Liquid Glucose 

-do- 

7 

80,000 

26,329 

7 

80,000 


28,000 

13. Dextrose 

-do- 

2 

30,600 

10,946 

2 

30.600 


12,500 

14. Anhydrous Dextrose 

-do- 

2 

2,000 

875 

2 

2,000 


1,000 

15. En2^mes 

-do- 

1 

7,300 

350 

1 

7,300 


574 

16. Drinking Chocolate 

-do- 

3 

1,500 

200 

3 

1,500 


25 

17. Chocolates 

-do- 

5 

4,410 

1,800 

5 

4,410 


1,950 

18. Cococa Powder 

-do- 

3 

642 

105 

3 

642 


15 

19. Beer 

K.L. 

25 . 

1,06,742 

81,707 

28 

1,19,242 


86,000 

20. Plywood 

Million 

34 

48,734 

T. 2,392 

39 

57,535 

T 

2.520 


Sq. Metres 



C. 32,790 



C. 

36,700 




Total : 35.182 


Total: 

39,220 

21. Fibre Board 

Tonnes 

3 

45,500 HB: 17.073 

3 

40,500 

HB: 19,500 





IB: 1,093 



IB: 

1,400 




Total : 18,166 


Total 

: 20,900 

22. Particle Board 

Tonnes 

8 

44,900 

8.412 

8 

44,900 


9900 

23. Safety Matches 

Million Boxes 

5 

3 950 

3 941 

5 

5000 


3,930 


9» 
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OKmSUMER GOODS INDUSTRIES 


SI. Industry 

Accounting 


1976 

, ■■■,- ■ ■ ... ... 

1977 

No. 

unit 



......— Remailcs 



No. 

Installed Production No. 

Installed Production 



of 

capacity uuantity of 

capacity quantity 



units 

units 



1. Toothpaste 

Tonnes 

11 

4,177 

6,917 

11 

4,193 

9,079 

2. Tooth Powder 

• » 

5 

1.059 

1,274 

5 

1,059 

1,412 

3. Talcum Powder 

4. Face Powder 

* SI 

IS 

161 

12J 

6,428 

5,537 

70 

161 

12} 

6,428 

6,487 

72 

S. Face Cream 

II 

14 

1,133 

781 

14 

1,133 

796 

6. O.P. Stove 

Nos. 

2 

35,000 

2,921 

2 

35,000 

1,800 

7. Zip Fastener 

Lakh Metres 

2 

29.30 

14.59 

2 

29.30 

10.00 

8. Snap Fastener 

Million Nos. 

2 

214.50 

264.411 

2 

214.50 

280.00 

9. Umbrella Ribs 

Doz. Sets. 

1 

740,000 

348,130 

1 

740,000 

600,000 

10. Cutlery 

M.T. 

3 

520 

26,780 

3 

520 

25,000 

11. Pressure Cookers 

Lakh Nos. 

3 

8 25 

4.45 

3 

8.25 

5.00 

12. Steel Furniture 

M. Tons 

12 

45,705 

26,140 

12 

45.705 

27,000 

13. Hurricane Lanterns 

Th. Nos. 

6 

4,772.80 

2,106.58 

5 

3822.80 

2,200 

14. Clocks 

Lakh Nos. 

7 

6.015 

2.05 

7 

6.015 

2.19 



PRODUCTION IN THE ORGANISED SECTOR 


SI. Name of the Industry 
No. 

Accounting 

unit — 

1976 

1977 


No. 

Installed Annual No. 

Installed 

Annual Remarks 


of 

capacity production of 

capacity 

production 


units 

units 




1. Oxygen Gas 

Million Cu. 
Mtrs. 

86 

98 443 

70.800 

100 

110.693 

80.000 

2. Dissolved Acetylene Gas 

-do- 

46 

15.467 

8.200 

57 

17.775 

8.000 

3. Argon Gas 

-do- 

5 

0.874 

0.486 

5 

0.874 

0.571 

4. Hydrogen Gas 

-do- 

7 

4.223 

2 050 

7 

4.223 

2.723 

S. Industrial Explosives 

Tonnes 

2 

51,000 

47,616 

3 

58,500 

45,000 

6. Textiles Auxiliaries 

-do- 

13 

35,437 

26,084 

12 

40,902 

27,916 

7. Resin Finishes 

-do- 

9 

10,936 

10,307 

9 

10,936 

10,580 

8. Calcined Petroleum Coke 

-do- 

5 

2,31,000 

1,25,653 

7 

2,31,000 

1,15,000 

9. Soap 

-do- 

46 

2,26,418 

2,69,816 

45 

2,25,818 

2,83,000 

10. Synthetic Detergents 

-do- 

9 

1,55,000 

7,500 

15 

2,00,000 

1,03,920 

11. Paints, Varnishes and 
Enamels 

-do- 

17 

1,25,100 

73,100 

16 

1.09,160 

75,000 
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THE GWALIOR RRTOH SILK HFG. (WTG.) CO. LTD., 

(PULP DIVISION) 


Birlakootam, MAVOOR-673 661 Kozhikode Olsi. KERALA. 
(Regd. Office: Birtagram. Nagda. M. P.) 


HELPS 

To move the wheels of textile industry all over Indie 
Thus saving enormous foreign exchange 
Much needed for National Development 


THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION 


"He that planteih a tree is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him/* 


Gram : "WOODPULP * Calicut Phone : 73973-74. Calicut 

Telex : 084 - 216 61 and 52 Mavoor 


( Use PIN Code It Helps Speed Up Your Mail) 


Printed and Published by R P. Agarwala on behalf of the Eastern Economist Ltd., United Commercial Bank Building, 
Parliament Street, New Delhi, at the New lodia Press, K«Block Connaught Circus, New Delhi. 

Editor : V. Balasubranuuiiae Registered at the OPO, London, as a newapapoL 
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NOW PRESENTS 
ANOTHER SENSATIONAL CONCEPT 


Lv!';-- 


[FQSSm 


<'3 




A vcriTabte piece of master craftsmanship 
From the makers of famous 

mast LABEL FOB STITCHING ON YOUfI POCKET 
with svery shirt length purehesed from our 
Authorised Retail Dealers or other leading stores- 

THE GWKLIOR RAYON SILK MPO. (WVG.) CO 
SiflsnS9sr,GwsllOf*474 004 
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Plucking the goose 

with less squealing 


Price Re 2.50 


Leadinfl Articles 

Pluekine the Seeee wHh Leee 
8qu«aifnQ 

Tlia Oold Auctiona 
Naur Loans 

Capital's Corridors 
Point of View 

Fereetry for Employment Promotion 

-M. M. Pant 


Whether there would have been more tax philosophy or politics in the interitB 
report of the Direct Tax Laws Committee, presented to parliament last week had 
Mr N.A. Palkhivala continued with and completed the assignment he had accepted 
as the chairman of this committee is only a matter for speculation now. Under 
MS Mr C.C. Chokshi, initi^ly a member, who took over from Mr Palkhivala as chair. 
M7 man, the committee has addressed itself strictly to its terms of reference. It has 
IM refrained from suggesting any change in the basic tax policies or even the statutory 
structures and has kept before it clearly and firmly the puipose of helping in stieam- 
lining the administration so that its efficiency could be improved in the interest alike 
of ihe revenue and the assessee. Any substantial monetary reliefs that may accrue to 
one or more categories of payers of direct taxes as a result of its recommendation 
•'W may therefore be largely incidental. 




Window on tho World 

GOR Today: Towards Unity of Economic 
and Social Policies— V. Balasubrsmanlan E79 

Moving Finger ms 

Special Feature 

Tyrs Industry MS 

Trade Winds 

RBI to Invest Abroad; Central 
Excise Procedures Simplified; 
Exemption for Small Manu¬ 
facturers; Rural Electrifica¬ 
tion Scheme for Rajasthan; 

Pump Industry Diversifies; 

HTL Electronic Typewriter; 

Caltex and HPC Merged; Banks 
Cut CDS Interest Rate; Inchek 
Taken Over; First Gold Auction; 
Vanaspati Manufacturers’ 

Meet; 50 % Quota Reserved for 
Handlooms; FICCI Drawing up 
Model ST Law; Exports to 
France Rise; Tie-up for Fishing 
Vessels; Industrial Licensing; 

Names In the News sm-sm 

Company Affairs 

Ashok Leyland; S. I. Viscose; 

Phillips Carbon Black; Sandvik 
Asia; Dharamsi Morarji; Swa¬ 
deshi Polytex; General Elec¬ 
trodes; Housing Development 
Finance Corporation; Food 
Specialities; A- P. Carbides; 

Victoria Mills; J. K. Synthe¬ 
tics; Mahindra Uglne; Thiru- 
malal Chemicals; Kamani Metals 
& Alloys; Camphor and Allied 
Products; Bayer’s Rights 
Issue 100S-1M4 

Rocorda and Siatisllct 

' Chuksiil RuBurt an DIreet Tax 
Law* IMS 


The interim report has examined about 12 issues in depth and communicated 
its proposals to the government. Its approach to the issue of depreciation is illustra¬ 
tive of its general decision to stick to its job of simplifying and rationalizing the 
administration of the direct tax laws. While therefore extending its sympathy 
generously to the economic concept of depreciation as a means of ensuring the reten¬ 
tion of cash for rehabilitation, replacement or modernisation of fixed assets in the 
context of the secular trend of rising prices of capital goods, the Chokshi committee 
has suggested that the special incentives needed for the purpose should be considered 
and decided upon as a major issue of tax policy and not by “artiAcially distorting 
the concept of depreciation.” Tire committee, in other words, has not favoured 
deductions in the computation of business income in respect of depreciation on the 
basis of replacement cost instead of historical cost and it has also rqectcd outright 
the demand for a provision for the obsolescence of assets caused by the fast pace of 
technological innovation or sophistication. 

This means that the committee has gone by the accountant’s concept of depre¬ 
ciation which is that only the capital expenditure incurred by business should be 
charged against the profits of tho business over the useful life of the assets resulting 
from such capital expendiiure before the true profits can be determined. However, 
according to the committee, even within this austere limit, the benefit of acceleration 
could be extended on a more flexible and liberal basis. Us recommendation is that, 
except in the case of ocean-going ships where the straight-line method of depreciation 
has ^en adopted, the existing practice of allowing depreciation on the reducing 
balance method, which provides for accelerated depreciation by larger writo-erffs in 
earlier years for assets in general, should continue, but with this change that the tax- 
payer should have the option in respect of the actual quantum of depreciation to be 
claimed against the profits from year to year. This option, however, will be subject 
to a, maximum rate specified in the law, which wiJI be applied to the written down 
value. 

The maximum rates of depreciation suggested by the committee are 10 per cent 
for buildings including roads, culverts, bridges etc, 20 per cent for furniture and 
fixtures and 40 per cent for plant and machinery. These rates are to be applied to 
the original cost of the assets in the first year and to the written down value in sub. 
sequent years. Under this scheme, a tax-payer is free not to claim depreciation at 
all in any year or claim depreciation of any amount up to the maximum amount 
arrived at by the application of the above rates in each year, provided he chooses 
one single rate for all assets falling within the same class. 

The report claims that, although the latitude allowed to the tax-payers with 
regard* to the quantum of depreciation is less than total, its proposals will still result 


I 


in a measure of simplification besides cer- 
tain incidental advantages to the assessees. 
For instance, a tax-payer may choose not 
to claim depreciation in a year of loss or 
low profit and thereby qualify for, or 
accelerate, his claim for set-off of past 
losses and in respect of deductions by 
way of tax incentives like amortizrtion of 
capital expenditure of certain categories, 
investment allowances, tax holiday etc. 
Ocean-going ships in respect of which the 
straight-line method of depreciation has 
been adopted, are kept out of this 
scheme, 

write-off suggestod 

In order that the tax incentives flowing 
from the degree of latitude recommended 
by the committee are retained in the 
business for further development, the 
report proposes that tax-payers should 
qualify for this scheme of depreciation 
only where the deductions are annually 
debited to the profit and loss account of 
the relevant previous year. As a matter 
of detail, the interim report suggests that 
full write-off (i.e., depreciation 100 per 
cent) should be allowed in the case of all 
assets where actual cost of any asset does 
not exceed Rs 10,000. This involves a 
change in the existing limit of Rs 750, 
which, moreover, applies at present only 
to plant and machinery. Finally the com¬ 
mittee is in favour of the distinction 
between the charge of adequate amount 
of depreciation and the additional amount 


provialoiis relating to assessment of 
charit)ri)le and religious trusts should be 
vastly simplified in restricting them to 
the reytmuo purpose. It has been impres¬ 
sed by the argument that the total ban¬ 
ning of activity for profit on the part of 
the trusts for the advancement of objects 
of general public utility creates unwar¬ 
ranted hardships since charities cannot 
exist without fund-raising operations, 
among which activities for profit could 
be reasonably included. It has accord¬ 
ingly recommended the deletion of this 
prohibition and has also suggested certain 
consequential changes in the Income-Tax 
Act. The report has favoured per¬ 
mission being given to business activity, 
mainly carried on by the beneficiaries, 
even if the business itself is not carried 
on in pursuance of the primary purpose 
of the trust. 

With a view to help solve the problem 
of the trust as well as the tax dcpart^ient 
in the matter of computation of income 
for assessment purposes and for purposes 
of application of the objects of the trust, 
the committee is of the view that the 
law should provide for two dilTerent and 
totally independent computations, one for 
determining the assessable income and 
the o^her for determining the amount 
applied for charitable purposes by the 
trusts. While the assessable income 
under the Income-Tax Act should be 
computed strictly in accordance with the 


provisions of the Act, the amount to be 
considered for the purpose of application 
to charitable objects should be only the 
actual press receipts of the trust less the 
expenses actually incurred in earning the 
income Or in maintaining the trust pro¬ 
perty. In this computation, notional 
incomes or incomes not received and 
notional allowances and deductions for 
amounts not actually expended will 
both be lefc out of account. If the 
actual income so computed is equal 
to Or less than the statutory income, 
i. e., the income computed under 
the provisions of the Act, the trust should 
be required to apply either 75 per cent 
of the statutory income or the whole of 
the actual income whichever is less. 
However, where the income so worked 
out on an actual basis exceeds the statu¬ 
tory income, it should suffice if the 
trusi applies either 75 percent o the 
actual income or the whole of its 
statutory income, whichever is less. 

The Chokshi committee has examined 
the practical implications of Section 
72 (a) in the Income-Tax Act, which gives 
effect to a decision taken by the govern¬ 
ment in the central budget lor 1977-78 to 
facilitate a company owning an industrial 
undertaking amalgamating with another 
company in circumstances where the 
government is satisfied that the amalga¬ 
mation is in the public in^^erest. Concer¬ 
ned with the salvaging of sick industrial 


which may be claimed at tax-payers* 
option should be clearly maintained for 
all purposes including payment of divi¬ 
dend, bonus, managerial remuneration 
and provisions relating to capital issues. 

On charitable trusts, again, the stand 
taken in the report is in favour of libera¬ 
lizing the administration of the law rather 
than effecting any revolutionary change 
in the law itself. The commillee recognises 
that here is a situation of over-legislation 
resulting in the provisions of the Finance 
Act being employed to control the 
management or the administration of 
charitable trusts. While agreeing with 
the Wanchoo committee that there should 
be a central law governing the functioning 
of these trusts so that the proper utiliza¬ 
tion of trust funds is secured, the Chokshi 
committee is of the view that the tax 
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b, this section provides that, when an 
an^gamation is approved for the pur¬ 
pose, the accumulated losses and any 
unibsorbed d^edation of the amalga¬ 
mated company will be allowed to be 
carried forward and set off in the hands 
of the amalgamated company. In order 
to provide against possible practical 
difficulties in the implementation of this 
measure^ the Chokshi committee recom¬ 
mends that a specific provision embody¬ 
ing the assurance already given by the 
government should be incorporated in 
the law to the effect that, once a scheme 
of amalgamation is approved by the 
central government, the companies con¬ 
cerned can go ahead and obtain the 
court’s approval. This will assist in 
simplifying the procedure for qualifying 
for tax benefits provided under Section 
72(a). There arc also certain other pro¬ 
posals for facilitating or streamlining the 
application of this section. 

simple formula 

Addressing itself to the vexatious 
problems confronting both the income-tax 
department and the tax-payer in the matter 
of the valuation of house properties for 
wealth tax assessment, the committee is 
in favour of a relatively simple formula 
of determining the values of house pro¬ 
perties by the method of capitalisation 
and the return actually received or which 
could reasonably be received from those 
properties. The rates of capitalisation 
are to be notified by the Board of Direct 
Taxes from year to year. In the case of 
owners of self-occupied properties' post 
1971-72 assessment properties should be 
made eligible for this facility so that the 
valuation could bo at actual cost or mar- 
ket rales based on the multiplier method, 
whichever is lower and accordingly to 
the advantage of theasscssee. 

Of much general interest are the pro¬ 
posals relating to the assessment proce¬ 
dure. The committee considers it 
imperative that the work-load of the 
income-tax department, which has assu¬ 
med enormous dimensions, should be 
brought down by schemes of rationali¬ 
zation. Otherwise not only arrears of 
assessment or collection will keep moun- 
ling but the efficiency of the department 
may continue to deteriorate to the 
disadvantage of both the assessees and 


tho public revenues. Tho committee 
places its faith in extending the area of 
summary assessment through providing 
for voluntary compliance with the tax 
laws by the assessees to the greatest 
extent possible. While the department 
should deploy its work force in such a 
manner tha^ it is in a position to check 
within a period of three months from the 
receipt of the returns whether these 
returns are complete and tax pay¬ 
ments adequate, the assessee for his part 
is to be required to complete in all re¬ 
spects a simplified and clearly worded form 
of return. With a view to ensuring that 
the returns are complete in all respects, 
it is recommended that there should be 
a specific legal provision according to 
which incomplete returns will be treated 
as invalid ones, attracting the conse¬ 
quences for delayed submission and, in 
certain circumstances, penalties for failure 
to file a return 

In other words, the assessee is expected 
to discharge fully his responsibilities as 
a citizen in order that the administration 


of tax laws is improved wi.b benefit tej 
him as well as the government. Tiiid 
committee believes that once this scheme 
comes into force, much moxe of the 
manpower, or other physical resources 
of the income-tax department will be 
released for the scrutiny of the more 
important categories of income-tax 
returns, including all company cases/^ 
^sensitive cases’ where tax evasion is 
suspected and other cases picked as ran¬ 
dom samples. It may be recalled that, 
when announcing the appointment of this 
committee, the Finance minister had 
emphasized the need for eliminating or 
greatly reducing the harassment casued 
to honest assessees by the dq>artmental 
bu^tjaucracy or its procedures. The thrust 
of the Chokshi committee’s scheme of 
streamlining assessment procedures is 
conspicuous in the direction of requiring 
the assessee himself to share the responsi¬ 
bility for raising the level of efficiency of 
the tax machinery and reducing the 
incidence of corrupt practices or harass¬ 
ment of the public. 


The gold 


The IIRST auction of non-monetary gold 
by the Reserve Bank of India a few days 
ago, under the government’s policy of 
selling gold to bring down its prices with 
a view to eradicating smuggling in the 
metal, has failed to yield the desired 
result. Instead of going down, even after 
the acceptance of the bids of authorised 
dealers, the price flared up to touch a 
new peak at Rs 725 for 10 grams of 
standard gold. It has come down subse¬ 
quently to around Rs 700, but still is 
higher than the lowest touched on April 
27-six days after the scheme for the 
auction was announced—by as much as 
Rs 55. 

The behaviour of gold prices right 
since February 28, when the Finance 
minister announced that the government 
would resort to sale of gold, suggests 
that a good deal of manipulation is going 
on in the bullion market. Soon after this 
announcement, the price tumbled flrom 
Rs 689 per 10 grams to Rs 635 within 


auctions 


three days, but recovered gradually to 
Rs 681 by March 13. There was again a 
slight recession and the price declined to 
Rs 663 on March 20 and 21. It, however, 
started moving up again to touch Rs 724 
three days prior to the publication on 
April 22 of the scheme for the sale. The 
announcement of the scheme brought 
down the price to Rs 645. This setback 
too proved shortlived. The price finned 
up again to touch Rs 725 despite the 
tenders for sale being called. 

Wide fluctuations in the price of gold 
between February 28 and April 22 appa¬ 
rently could not be avoided, as the exist¬ 
ing stock with the trade, which had been 
purchased at higher levels—the price of 
standard gold in the month of February 
ranged between Rs 702 and Rs 671—had 
to be liquidated without undue loss. If, 
however, one goes by the contention of 
the trade that smuggling of gold had 
come to a standstill after the Finance 
minister’s atmouncemeni about the sale 
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of govorameot gold, the liquid^ian of 
the existiag stocks apparently could not 
have taken long hi view of the marriage 
season and the start of the harvesting of 
the rabi crops whidi provides a boost to 
the demand for gold. After theliquida* 
tion of the high-priced stodcs, the price 
ought to have gone down particularly 
after the bids had been accepted. The 
experience, however, has been just to the 
contrary. 

A good deal is made out of the small 
quantity of gold sold by the Reserve 
Bank in the first aucion -492.6 kgs. This 
is attributed to rejection of a number of 
bids which were presumably below the 
reserve price. The total number of bids 
received is stated to have been 429, of 
whidi 13 were invalidated as no bid 
price or the quantity was mentioned or 
the bid forms were not signed. The bids 
accepted numbereJ 229. The quotations 
of the accepted bids ranged between 
Rs 620 and Rs 663. The position un¬ 
doubtedly would have been somewhat 
better had the reserve price, presumably 
fixed at Rs 620—the lowest bid accepted— 
been lower. But what is surprising is that 
just 429 bids were tendered whereas the 
authorised dealers In gold approximate 
10 , 000 . 

two ffaetora 

The small number of bidders is 
being attributed to two factors; (i) the 
procedure adopted for the auction; and 
(ii) the limited time made available for 
bidding. These arguments, however, do 
not stand scrutiny if note is taken of the 
fact that the dealers in bullion are a lot 
highly sensitive to all sorts of events 
not only in the country but also abroad. 
The truth perhaps is that most of the 
authorised dealers preferred to watch the 
outcome of the first auction instead of 
participating in it. The possibility of 
cartelisation among the dealers too can¬ 
not be ruled out. It is interesting to note 
that out of 229 accqited bids, as many 
as 104 were from Bombay alone. Nine 
bids were accepted from Madras and 
. only one to five winning bidders repre- 
I sented the remaining 59 towns in the 
states of Maharashtra, Gujarat, Madhya 
. Pradesh, Tamil Nadu, West Bengal, 
^^yt^ Pradesh, Andhra Pradesh, Kama- 
tate, Delhi. No bidder was 


aiicoesBM ftom the rmnaiik^ states and 
imion kmitories. 

Even the acceptance of the bids to the 
extent of the sale of about half a tonne 
of gold should have had a softening effect 
on the market immediatdy. To that ex¬ 
tent the supplies in the market were to be 
augmented. The effect on the price, how¬ 
ever, was just the ctmtrary. This pheno¬ 
menon is attributed to a slight dday 
in making available gold against the 
accepted bids. Sutely, the floating stock 
in the market had not been exhausted 
altogether. Otherwise, how could the 
price go down from Rs 693 on April 22 
to Rs 645 on April 27? Was the price 
deliberately brought down before the 
tendering of bids so that bids could be 
lowered? Perhaps any excuse is good 
enough for the bullion dealers to mani¬ 
pulate prices! 

important quoation 

The procedure adopted by the Reserve 
Bank for the sale of gold against the 
accepted bids also raises an important 
question. The sales are stated to have 
been effected at the tender prices ranging 
from Rs 620 to Rs 663. This procedure 
obviously has benefited a great deal those 
whose bids were lower, as the market 
price apparently is to be governed by the 
higher bids. One fails to understand why 
an average weighted price of the accepted 
bids was not taken as the basis for sale 
so that all bidders could receive gold at 
a uniform price. The auction procedure 
of the IMF, on which our gold sales 
scheme is patterned, provides for both 
the .systems of sale, namely, sales at the 
bidders’ prices as well as at a weighted 
average price. In the international mar¬ 
ket where the bidders are from different 
countries, the sales at bid prices make 
some sense, as (he domestic prices vary 
from country to country and they have to 
betaken into consideration. But even 
then, the IMF frequently sells gold only 
at the weighted average price of tenders. 
It is hoped that this lacuna in our gold 
sales scheme will be rectified soon so that 
no undue advantage ia allowed to be 
derived by the lower bidders. This objec¬ 
tive can as well be achieved if sales are 
effected ai the price at which the maxi¬ 
mum quantity of gold has been bid. 

The procedural matters, indeed, should 


get sorted out by the time the second or 
the third auetimtis held. But tbemtpecta- 
tion that the price of gold will oome 
down with two or three more auctions 
may not fully materialise without signifi¬ 
cant modifications in the sales scheme. 

promium on gold 

If smuggling is to be eradicated, the 
premium which gold enjoys in the Indian 
market over the international price has to 
be brought down substantially. Currently, 
it amounts to approximately 40 per cent. 
Smuggling can stop only if the premium, 
including the sales tax, does not exceed 
about Rs 100 over the international price 
which presently ranges around Rs 500 for 
10 grams. This implies that the reserve 
price for governmental sales'has to be 
reduced significantly. A higher reserve 
can be expected to act as a limiting factor 
to the quantities tendered for, as with the 
end of the busy season not very distant, 
the authorised dealers obviously cannot 
be expected to build up large stocks. 

To thwart any attempt at cartelisation 
among the authorised dealers, two other 
steps can be considered by the govern¬ 
ment. The government, however, has to 
first make up its mind clearly as to what 
it is endevouring to achieve. Eradication 
of smuggling warrants bringing down the 
domestic price of gold to the level 
suggested above. The government obvi¬ 
ously cannot achieve this end if it wants 
to simultaneously cash in on the lure for 
gold by keeping the reserve price as high 
as possible. The availability of gold 
in the market has to be augmented if a 
perceptible impact has to be made on the 
price. If the goldsmiths as well as the 
general public are allowed to buy straight 
from the Reserve Bank or some other 
agency authorised to sell gold, for ins- 
tance the State Bank of India, the situa¬ 
tion can improve expeditiously. Indus¬ 
trial consumers are already being suppli¬ 
ed Hntti gold against tenders through the 
State Bank of India. The sales of the 
authorised dealers are primarily to gold¬ 
smiths. Why not then supply gold 
directly to the goldsmiths? The govern- 
ment, in fact, is understood to be consi¬ 
dering this proposition. 

So far as allowing the general public to 
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buy fold straight from the goveromental 
ageoiies, the matif hindisvtce apparently 
is th| Oold Control Order which prohi^ 
bits possession of gold in bullion form by 
the j^blic. But the ineffectiveness of 
this ^ause is common knowledge. What 
an individual has to do to get out of the 
purview of this clause is to get bullion 
converted into some crude ornament at 
an insignificant cost. Direct sales to 
public in small pieces of 10 to SO grams 
can have a very salutary effect on the 
gold price. To contain possession of 
unduly large quantities of gold by the 
general public, the present ceilings on the 
possession of gold can well be lowered. 
Being appreciably high, they do not 
serve much purpose. Incidentally, lower¬ 
ing of the ceilings upto which a person or 
a family can keep gold presently in the 
form of ornaments, withoui declaration, 
and making it incumbent on the posses¬ 
sors of higher quantities to declare their 
holdings can have a wholesome effect on 
wealth tax receipts. 

unwarranted fears 

The fears about the present stock of 
non-monel ary gold with the government 
being lapped up quickly seem to be un. 
warranted. This stock is estimated to bo 
worth around Rs 500 crores. The stock 
built up through confiscation of smuggled 
gold alone is reported to be about 
25 tonnes. This itself can feed the market 
for over a year as the total annual recycl- 
ing of gold is understood to be not more 
than 75 tonnes. Of this, gold ornaments 
are reconverted into new ones to the 
order of about 60 tonnes a year. The 
additional standard gold requirements, 
thus, do not exceed 15 tonnes per annum. 

Besides the confiscated smuggled gold, 
the government has some stock of orna¬ 
ments built out of the voluntary contri¬ 
butions or surrenders by the public 
after the Chinese aggression. But much 
more significant is the stock built up 
from the output of the Kolar gold¬ 
fields which has nof been off-loaded in 
the morket for over two decades. Even if 
the price of gold goes down significantly, 
the mining of gold at the Kolar fields 
should remain a profitable proposition. 
Further, part of the increased earnings 
from exports of jewellery, as a result 
of the gold sales scheme for jewellery cx- 


ports« which is expected to be announced 
shortly, can be utilised ^r intporting. if 
neoesssry, some goRf fbr internal con¬ 
sumption as well. After all, some leak¬ 
ages under this scheme have to be there 
even otherwise. The government also 


The announcement by the central 
government relating to the issue of three 
new loans having a notified amount of 
Rs 500 crores, in the first tranche of the 
borrowing programme for the current 
financial year, has come as a complete 
surprise in money market circles. In 
view of the unsatisfied demand for termi¬ 
nable loans, it was expected that the 
Reserve Bank would make an early 
attempt to issue new loans even though 
the maturing 4|- per cent 1978 loan, 
outstanding for Rs 132.86 crores, falls 
due for payment on July 1. There was 
actually annoyance over the delay in 
making the announcement as large 
amounts had to be compulsorily invested 
in treasury bills and chaotic conditions 
prevailed in the inter-bank call market 
with the rate quoting around five per cent 
borrowers over. It was not also clear 
why the Finance ministry desisted from 
issuing new loans in February-March this 
year when banks were keen on increasing 
their investments in dated securities and 
the government also could state that the 
uncovered deficit in 1977-78 in the revised 
estimates was only slightly more than 
that assumed in the budget estimate. 

Even though an overall deficit of 
Rs 975 crores has been indicated in the 
revised estimates, the sharp increase in 
the floating debt with heavy investments 
in treasury bills by banks should have 
resulted in a significant contraction of 
this deficit. In fact the high level of 
cash balances of the central government 
suggests that there has been an unex¬ 
pected increase in revenue and capital 
receipts and probably a substantial 
reduction in Plan outlay over the revised 
estimate.s. 

In view of the fact that central govern- 


needs to consider whether it should go in 
for purcftiase of ornaments oBTered for sale 
in the domestic market invariably in 
distress. The revival of pawn-broking 
with banks can be a useAil step in this 
direction. 


ment deposits stood at the unprecedented 
high level of Rs 3,616.10 crores on 
April 28, 1978, against less than Rs 350 
crores on April 29, 1977, there was no 
need for coming out with new loans and 
increasing the burden of the interest 
charges. However the institutional inves¬ 
tors were worried about an embarrassing 
accumulation of surplus ftinds and lack 
of scope for lending even to borrowers in 
the priority sectors in a big way in a 
short period. The floatation of new 
loans is therefore being made mainly to 

r--- 

The three governmeot of India loans— 
the6 per cent 1988 (third series), the 6.25 
per cent 1995 and the 6.75 per cent 
2006--all at par, for a total notified 
amount of Rs 500 crores, which opened for 
subscription on Mhy 15, were dosed within 
a short time, on being fully subscribed. 

The Reserve Bank has announced that 
all subscribers will receive full allotmeat. 

__ 

meet the needs of banks, the Life Insu- 
ranee Corporation and provident funds. 

It would have been normally expected 
that the Finance ministry would be keen 
on exploiting fully its advantageous 
position as a borrower in an easy money 
market and revise the terms of new loans 
in such a way that the policy of retreat 
from dear money was carried a step 
further. It was also logical to expect 
that the Reserve Bank would decide to 
issue a long dated loan only after formu¬ 
lating its new policy and effect re-issues 
only of medium long dated issues. It was 
justifiable to expect that fresh borrowing 
would be on a cheaper basis especially as 
there was reluctance to reissue earlier 
loans and compel only investments in 
treasury bills. 

In retrospect, it is difflcujt to say 
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whether a deliberate policy was pursued 
iu the last quarter of 1977-78 in not Meet¬ 
ing reissues of earlier loans with a view 
to conserving resources for use in 1978-79. 
But the developments in the gilt-edged 
market have come about in an unexpected 
manner and with a big bulge in deposits 
of scheduled commercial banks and no 
large demand for Binds, there had neces¬ 
sarily to be an increase in the floating 
debt with sales of treasury bills. This 
development has actually resulted in 
reduced availability of funds for 1978-79 
though the budgetary position for the 
previous year had improved considerably 
with larger revenue and capital receipts 
and lower expenditure, as indicated 
earlier. 

The difficulty has arisen because of the 
lack of a proper understanding of the 
vastly expanded capacity of the gilt-edged 
market with bulging bank deposits. larger 
additions to the assets of the Life Insu¬ 
rance Girporation and provident funds 
and slow expansion of non-food credit. 
There has actually been a static trend in 
food credit in the past year and even the 
disposition on the part of the central 
exchequer to use its resources temporarily 
for reducing the liability of the Food 
Corporation. There will necessarily 
have to be periodic floatations of new 
loans during the current financial year in 
order to feed the gilt-edged market regu¬ 
larly with appropriate types of securities 
and avoid also unnecessary building up 
of pressure, through unduly large 
demands by the central and state govern¬ 
ments and public bodies at less frequent 
intervals. 

modeat Isaua 

The announcements relating to the 
mobilisation Rs 500 crores through 
three central loans, with the richt of the 
government to accept subscriptions up to 
10 per cent in excess of the notified 
amount cannot however be considered 
as massive borrowing even if the accepted 
amount has been Rs SSO crores on 
account of over-subscriptions. The delay 
in eflTeoting earlier reissues has actually 
compelled the Reserve Bank to fix a 
high target for the first phase of the 
borrowing programme of the central 
government in 1978-79. There has been 


convetafoa of outstandhtg treasury bills 
by banl^ apart from cadi subscriptions. 

It will ^ possible again on July 1 to raise 
another Rs 500 crores grass. Allowing 
for therqiayment of the maturing loan 
the net amount raised can be around 
Rs 350 crores enabling the Finance 
ministry to secure as much as Rs 900 
crores within four months against the tar¬ 
get for net borrowing of Rs 1649.82 
crores. 

The target for gross borrowing is 
Rs 1830 crores, there being two maturing 
loans for Rs 180.18 crores. While 4f per 
cent loan 1978 is outstanding to the 
extent of Rs 132.86 crores and falls due 
for repayment on July 1, as stated above, 
the sj- per cent 1978 loan is outstanding 
to the extent of Rs 47.32 crores and has 
to be redeemed on November 22, 1978. 
The Reseve Bank will have to raise only 
Rs 750 crores in eight months after com¬ 
pleting the first two tranches and it will 
not be surprising if aggregate net borrow¬ 
ing exceeds Rs 2000 crores in the whole 
year as the scheduled commercial banks 
alone will be in a position to invest over 
Rs 1200 crores net in central loans. The 
outlook for borrowing has never been so 
rosy as it is now. 

organised ratroat 

It is therefore difficult to understand 
why the terms of the new loans have 
been conceived on the basis which will be 
costlier to the government. Even if the 
cost factor may not be prohibitive in the 
narrow sense as interest charges in 
1978-79 will be higher only in respect of 
the new long dated loan which carries 
interest rate of 6^ per cent for the first 
time in recent memory the monetary 
authorities have decided to increase the 
yield basis in respect of government 
securities even when conditions in money 
market circles are extremely comfortable. 
It was generally expected that there 
would be an organised retreat from dear 
money. The terms of the new loans have 
therefore surprised experts in the money 
market. The 6 per cent 1988 loan Was 
ofifered at par against 6 per cent loan 1993 
in October last year at Rs 99.50, The 
6^ per cent 1995 loan has been offered 
at par while 6^ per cent loan 1998 was 
issued at par in October last year. A 


great surprise has been apnmg by die 
issue of a new long dated 1mm cantying 
interest at 6f peroeht at p^wldlethe 
earlier efforts were aimed at increasing 
the dmaliofi of the loan even while main¬ 
taining the interest rates at 6| per cent. 
The 2005 loan bearing interest at 6| per 
cent was issued at par in October last 
year and was being sold by the Reserve 
Bank recently at Rs 100.60. 

a puzxU 

The change in the basis of borrowing 
has been followed up with a lowering of 
selling and buying rates for different 
loans by the RBI. The adjustments vary 
between 15 Ps and Rs 1,65 depending 
upon the types of securities. It is won¬ 
dered why the Reserve Bank adopted a 
move which will result in a depreciation 
in the value of securities by 1—1^ per 
cent when investors were encouraged to 
expect an appreciation in the value of 
long dated securities and portfolios con¬ 
tained a larger proportion of medium 
and long dated securilies. While during 
the period of World War II the policy of 
cheap money was overdone, there was no 
justification for the latest move which 
will curtail freedom of action for the 
Reserve Bank in shaping feature policies. 

It may of course be said that banks and 
other institutional investors will get the 
advantage of higher return on fresh invest¬ 
ments. But it will take time to overcome 
the loss in market value as there is also 
speculation about the rate of interest 
on state loans and bonds of public bodies. 
Ifthe yield is raised, there may be further 
depreciation in value of all holdings over 
book cost. The only justification for cost¬ 
lier public borrowing lies in the fact 
that interest rates on new loans were out 
of alignment with the general structure 
of interest rates and even with a reduc¬ 
tion in the bank rate to 8 per cent or 7^ 
per cent there may not be any need for 
lowering rates on government securities 
and bonds. Whatever may be the con¬ 
troversy about the new policy for public 
borrowing, the central government can 
exceed comfortably the target for net 
borrowing and reduce substantirily the 
overall deficit, and even wipe it out, as 
there will also be sizeable proceeds from 
gold sales and larger revenue receipts. 
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• r*APTTAT'Q 

CORRIDORg' 

R. C. Uimnat 

Csnsure motion • Dilution of foreign equity • 
Joint ventures abroad • Public distribution plans 


Tte JAifATA government at the centre 
last week faced the first no-confidence 
motion during its 13-month tenure. The 
motion was brought before Lok Sabha 
by the two Congress parties. Starting on 
a stormy note, it, however, ended in a 
whimper. It was rejected by a voice vote. 

Interestingly enough, as the debate 
proceeded, it could not maintain the 
interest even of the movers of the motion. 
The attendance in the House remained 
thin during most of the 10-hour debate. 
The primary reason for this appeared to 
be that the grounds on which the govern¬ 
ment was proposed to be censured practi¬ 
cally were the same on which a number 
of calling attention notices had already 
been brought during the current session 
of parliament. The grounds included the 
alleged “dismal failure" of the govern¬ 
ment in redeeming its pledges and in 
solving the problems of the common man; 
the growing repression on Harijans and 
other weaker sections of society; erosion 
of self-reliance and self-sufficiency objec¬ 
tives; support to the capitalists, the land¬ 
lords and the oppressors, suppression of 
the right to democratic protest and demo¬ 
cratic dissent; the erosion of the credibi¬ 
lity of the government as reflected in the 
ruling party recently losing several by- 
elections to Parliamtnt as well as state 
^legislatures in north India, etc. A good 
^deal was made out by the opposition of 
the internal dissensions of the ruling 
party. A specific attack was also mounted 
on the prime minister's son and his prin¬ 
cipal private secretary. The latter was 
alleged to be beading a caucus around 
the prime minister. 

The wind out of the motion, of course, 
had been taken out by the prime minister 
in the vety beginning by stressing that he 


was expecting the motion against his 13- 
month old regime. He insisted that the 
discussion on the move should be taken 
up straightaway and added that it would 
provide an opportunity for the two Con¬ 
gress parties to combine, on the one 
hand, and to the Janata party to close its 
ranks, on the other. 

opposition assaiiod 

The hard hitting speeches from the 
opposition benches by the leader of Con. 
gress (I), Mr C.M. Stephen, Mr T.A. Pai 
(Congress), Mr Hitendra Desai (Congress) 
and a couple of others, however, were 
effectively countered by the spokesmen 
of the treasury bendies, particularly the 
Defence minister, Mr Jagjivan Ram, and 
the minister for Steel and Mines, Mr Biju 
Patnaik. Both the ministers assailed the 
opposition for making much ado about 
the dissensions amongst the various cons¬ 
tituents of the Janata party and asserted 
that the opposition was even more divided. 
The Janata party, they stressed was a 
live and democratic party. Differences of 
opinion were bound to be there in any 
national party. They were not being sup¬ 
pressed in the Janata party. 

The prime minister's intervention in 
the dei))ate also was a spirited one. He 
listed the achievements of his government 
both in respect of restoring democracy 
and freedom of speech and expression 
and on the economic front in the form of 
stabilising the priceline and initiating 
measures to give a new orientation to 
the economy. He asserted that many of 
the wrongs perpetrated by the previous 
regime had been washed out by his 
government in just about a year. The 
remaining wrongs would be rectified in 
another 12 months. The prime minister 
told the opposition that it was mistakmi 


if it thought it could benefit fimn the 
differences in the rufiog party. Heempha- 
sised that difieienoes were natural in the 
background in which five parties had come 
together under pressure of public opinion 
to form the Janata party. He felt confident 
that the Janata party would be cemented 
fully and completely in none-too-distant a 
future. 

The prime minister challenged the oppo¬ 
sition to bring any prima facie case of 
corruption against his son and asserted 
that if the opposition did so, he would 
not hesitate to order a trial of his son. He 
also strongly refuted the allegation that 
his principal private secretaiy had formed 
a caucus around him and was influencing 4. 
him or other ministers in any way. He 
challenged the opposition to cite a single 
instance where hjs principal private secre¬ 
tary had overstepped his jurisdiction and 
encroached upon his decisions. 

As could be expected, the Rajya Sabha, 
in which the opposition is in majority, 
rejected the Finance minister's proposals 
to impose excise duties on generation of 
electricity and coal. This necessitated 
Lok Sabha reconsidering the finance bill 
for the current year. The bill, however, 
was adopted on reconsideration by the 
House as the ruling party has sufiteient 
strength there. 

« * 

The government does not permit rais¬ 
ing of additional capital by foreign com¬ 
panies merely for the sake of dilutijog the 
foreign shareholding to the stipulated 
levels under the Foreign Exchange 
Regulations Act. If a foreign company 
has no approved expansion or diversifica¬ 
tion programme, the dilution of foreign 
shareholding has to be brought about by 
disinvestment of the foreign sharehold¬ 
ing and not by going in for raising addi¬ 
tional capital in the Indian market. 

Consents for raising additional capital 
by foreign companies are accorded taking 
into consideration the needs for fresh 
capital with reference to their capital 
expenditure programmes in the immediate 
future, if a company holds a letter of 
intent or an industrial licence for the ex¬ 
pansion or diversification of its activities 
in the lines open to it. permission is 
granted for raising additional equity 
capital to the extent considered necessary. 
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Similarly, if the corpomte needs of a 
company justify the raising of additional 
capital, it is allowed. Any proposal 
which might suggest that the additional 
capital needs coincide with the amount 
required for dilution of foreign share¬ 
holding to the stipulated level is not 
approved. 

In permitting additional issue of capi¬ 
tal, the scope for so-vicing the enlarged 
capital base is kept in view as also the 
requirements for the listing of shares on 
the stock exchange. 

In the matter of distribution of foreign 
shareholding to Indian residents, pre¬ 
ference is given to the shares being plac¬ 
ed on the market through the issue of a 
prospect us. If, however, the company is 
already listed on the stock exchange and 
its shareholding is widely diffused,a rights 
issue to the existing Indian shareholders 
is permitted. Depending on the size of 
the issue and the existing pattern of the 
shareholding of the company, public 
and rights issues are allowed to be made 
on approval by the government. In ap¬ 
propriate cases, a suitable allotment of 
shares to the public financial institutions 
is stipulated. Reservation of shares with¬ 
in reasonable limits for the employees 
and the business associates of a company 
is also allowed. 

* * 

As many as 89 ventures are stated to 
have been set up abroad by Indians in 
association with local entrepreneurs. The 
largest number (25) of such ventures is 
in Malaysia The other countries in which 
joint ventures have been established in¬ 
clude Afghanistan (1), Canada (2), Fiji 
Islands (1), France (1), Hong Kong (2), 
Indonesia (7), Iran (2), Kenya (6), Mauri¬ 
tius (6), Nigeria (4), Oman (2), the 
Philippines (3), Singapore (4), Sri Lanka 

(3) , Thailand (5), Uganda (I). United 
Arab Emirates (4), the United Kingdom 

(4) , the United States of America (5) 
and West Germany (1). 

The total Indian investment in these 
ventures aj^roximates Rs 23 crores, out 
of which atout Rs 2.4 crores are account¬ 
ed for by capitalisation of technical 
know-how and engineering service fees. 
The dividend remittances by these ven¬ 
tures till now have been of the order of 
about Rs 2 crores and the remittances on 
other accounts such as technical know¬ 


how Ibes, engineering fbea, etc,, around 
Rs 4 crores. Muchnioie significant ccm- 
tribution of these joint ventures to the 
Indian economy, however, has been in 
the shape of experts of plant and machi¬ 
nery, spares and components and raw 
materials. This contribution is estimated 
around Rs 40 crores. 

The joint ventures abroad cover such 
fields as textiles, sugar manufacture, 
hard board, engineering products, etc. 

« « 

The new approach finalised by the 
government for increasing the production 
of essential items of mass consumption 
and for making them available equitably 
and efficiently, particularly to the weaker 
sections of society and the working 
population in the country, envisages the 
creation of a permanent system. Con¬ 
certed efforts are to be made to extend 
the distribution system to the rural 
areas. The commodity coverage of the 
distribution system is proposed to be ex¬ 
tended gradually as the network of the 
system grows. The existing infrastructure 
facilities are to be made use of to the 
optimum in the new approach. 

The following are the more important 
features of the new policy for strengthen, 
ing the public distribution system; 

(i) Effective distribution of essential 
commodities already covered and gradual 
addition of new commodities to the 
system. The scheme envisages initial 
coverage of cereals, sugar, kerosene, 
cloth, vegetable oils and vanaspati and 
selected manufactured items of mass 
consumption. 

(ii) In respeet of selected manufactured 
items of mass consumption, such as toilet 
and washing soaps, salt, matches, tea, 
exercise-books, common drugs and medi- 
cines, the concerned administrative 
ministries of the government, in consul¬ 
tation with the state governments, have 
to take up the responsibility of monitor¬ 
ing production, availability and retail 
prices. The ministries concerned are to 
be responsible for making assessment of 
the overall requirements and, in parti, 
cular, the needs of the vulnerable seg¬ 
ments of population and for taking 
measures to meet them. 

(iii) Buffer-stocking of cereals, pulses, 
edible oils or oilseeds, cotton, etc., and 
imports of the required essential articles, 


(iv) Brinfiag about rmtonaltty ia the 
areas of storage, transport and distribu¬ 
tion eestg. 

(v) Removal of imbalaaces in - the 
alloQatlon of commodities between uibttt 
and rural areas and their prices. 

(vi) Optimum use is to be made of the 
existing infrastructural fbcilities in the 
private and public sectors. The emphasis 
is to be on devising effective systems of 
distribution and expansion of the coope¬ 
rative network, both in the urban and 
rural areas, for distribution. If necessary 
the gram panchayats may also be encou¬ 
raged to take up this responsibility. 

(vii) Increase in the number of retail 
outlets to cover far-flung areas in such a 
way that there is at least one outlet for 
a population of 2,000. 

(viii) Improving the viability of fair- 
price shops through judicious sales-mix 
and maximum sales turnover. 

(ix) Establishment of vigilance com¬ 
mittees with the involvement of con¬ 
sumers endowed with statutory powers 
for exercising supervision and vigilance 
over the public distribution system and 
safeguarding consumers’ interest. High, 
powered committees are to be set up at 
the centre and state levels for coordina¬ 
tion and supervision of the totality of the 
distribution, to oversee the activities and 
recommend suitable measures to govern¬ 
ment from time to time. 

The production of essential mass con¬ 
sumption goods is to be raised in various 
way.*:. As no difficulty is expected to be 
encountered in making available adequate 
supplies of cereals and sugar, greater 
attention is to be paid to stepping up the 
production of cloth, vegetable oils and 
vanaspati and selected manufactured pro¬ 
ducts. Imports, particularly of cotton 
and manmade fibres and vegetable oils, 
have already been liberalised to bridge 
the gap between the demand and the 
domestic supplies. Further liberalisation 
is not ruled out in case warranted. It is 
hoped that multiplication of small-scale, 
cottage and rural industries will go some 
way in augmenting the supplies of mass 
consumption manufactured products 
along with increasing the purchasing 
power in the rural areas which will in¬ 
directly help in fhller utilisation of the 
capacities for the production of these 
goods in the large-scale sector. 
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iorestry for employment promotion 

M. M. Pant 


kn attampt has bssn itiada by ths author who is ForosI fioonomisl, 
Forsst Rossarch Inslifuts and CollooaSt Dshra Dun, to asstss tha 
amploymant polanllal hald by tha forastry saetor. Tho study oaugas 
tha amploymant possibilftlas In tarms of ‘^man-days** and Is basad 
upon a sarlas of modals formulated on tha actual working In tha 
forast Tha principla of assassmant anvisagas a ona-dimansional 
linaar approach and ineludas tha axpartisa of ths forastry aganeiss 
In India. 


Forestry is the art and science of creat¬ 
ing, maintaining, and appraising the 
forest resources with the object of pro¬ 
ducing goods and services'^ on a sustained 
badsfor the welfare of mankind and his 
environments. Statutorily, “Forest’* 
means any area of land proclaimed as such 
under law or tradition. Forest land in 
the economic sense includes all animate 
and inanimate objects (exclusive of man), 
all elements--appertinent to it.-j* 

With its vast material resources and 
recurring operational activities, forestry 
is capable of employing the society's un¬ 
employed and under-employed rural man¬ 
power. With the growing consciousness 
for trees and plantations, forestry is 
gradually extending to roadside and canal 
bank, community and village waste lands, 
farm bunds, etc , but, by far the greater 
bulk of the forests continues to be in the 
remote areas, where forestry is the main 
source of employment. In the context of 
India's itiain objective for economic deve¬ 
lopment, i.e., “employment for every¬ 
one”, forestry plays an important role 
through frontal attack on the problem of 
under-employment and un-employment 
even in remote areas of the country. 

prMent position 

This article discusses the present posi¬ 
tion of employment: How, to what extent, 
and for whom does the forestry sector 
cater? Measures necessary for motivating 
the labourer to take up forestry works; 

*A good or service is anything which yields 
satisfaction or utility to someone. 

tit covers all material and forces, which 
arenatu]:e*s bounty to man including rivers, 
mines, wind, light, heat, gravitation, etc. (Alfred 
Marshall’s definition of land modified). In our 
context, in this article, this term would exclude 
minerals, rivers, etc. 


his training, health and safety in forest 
working, and development of logging 
tools, etc., for increasing the employment 
opportunities of forestry sector at a 
higher income level and under better 
living conditions necessary for the econo¬ 
mic development of the country, have 
also been envisaged. 

The existing employment opportunities 
in the forestry sector (which in India, 
are very different from other countries) 
have been listed further and estima¬ 
ted by the use of a series of models 
based on the actual working in the forest 
and by taking the total forest area of 


POINT 

OF 

VIEW 


India as 749.640 sq. km (1973-74). in 
computing the per unit manpower re¬ 
quirements of goods and services of 
socio-economic importance to Indians, 
the expertise available with the various 
forestry agencies has been availed of. The 
models used for estimating the per unit 
output have been incorporated. 

Traditionally, forestry works are sea¬ 
sonal jobs for persons who have subsis¬ 
tence agriculture or alternative local 
employment. An effort has been made in 
this article to present a cogent picture of 
the employment potential of the forestry 
sector. This has been rationally worked 
out by converting the cumulative and/or 
whole time work effort provided by fores¬ 


try sector on the basis of an eight hour 
“man-day”. 

Forestry sector provides employment 
under following categories: 

). Direct employment; 

2. Self employment; and 

3. Secondary employment based on 
forest industries. 

Direct employment is provided by the 
forest services and other public forestry 
agencies in the form of managerial, tech¬ 
nical, research, planning and executive 
jobs: Recruitments for these regular 
salary jobs—the backbone of forestry in 
India—are made through various com¬ 
petitive systems held in urban areas. 
On April I, 1975 this manpower was 
138,702 individuals. 

labour fore* 

The other category of labour which is 
recruited from the rural areas consists 
mainly of that section of labour force 
which is willing and able to perform, 
arduous, physical labour in remote areas. 
These manual labour activities are con¬ 
nected with the growth, development 
and maintenance of the forests, research 
and training in forestry and logging, 
pre-inves(ment survey of forest resources, 
forest protection; soil and water conserva¬ 
tion, conservation of flora and fauna 
including fire protection; harvesting of 
major forest produce including: felling, 
logging, conversion, transport (manual 
and river floating): harvesting, collection 
and picking of minor forest products 
including charcoal, cashew, lac, resins, 
silk, lassar, extraction of katha and eutch, 
essential oils; plantation activity including 
preparation of nurseries, soil working, 
fencing, planting and protection; deve¬ 
lopment of infrastructure: road and 
building construction, laying out of tele¬ 
phone lines, provision of drinking 
facilities, establishment of laboj||^^ po¬ 
nies, schools and primarjr |iea|^if 
saries. • ' i . 

The level of direati^nii^ojiMnttgWKy- 
,ted through vari»»a<>«otiwti«fti JWrilQIlMd 
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with the helt> of variout models, is as 
follows; j 

Freseat Direct Emj^oynait and Potential 
(in million man-days) 
i.e. mm days 


Dirsct EmpioynieBt; 

(a) Regular staff hired 
by various forestry 

. agencies. 53.63 

(b) Casual staff, public 1,29 

Seasonal Labour: 

1. Harvesting operations for; 

(a) Major Forest products: 

(i) Coniferous wood 8.90 

(ii) Non-coniferous wood 35.60 

(hi) Pulp wood 10.25 

(iv) Fire wood 80.67 

(v) Seasonal supervisory 

labour 10.05 

(b) Minor Forest Products; 


{bidi, bamboos, cancs, grasses, 
cashewnut, charcoal, essential 
oils, resins, fibres & flosses, 
gums, honey & wax, horns & 
hide, katha, cutch, lac, medi¬ 
cinal herbs & drugs, myroba- 
las, oilseeds, pine oleo-resins, 
raw tassar, silic, sandalwood, 



seed for propagation). 

346.10 

(556.52)* 

2. 

Works (deveJopmen- 



tal) 

42.60 

3. 

Plantation activity 

31.29 

4. 

Protection 

9.34 


Total 

626.72 


^Potential 


Self-employment could be defined as a 
forest resource based activity, employing 
the individual(s) in production processes 
whose output or benefit is wholly or 
partly consumed by the person(s) em¬ 
ployed. The output may, or may not, 
directly reach the market. Such self- 
employment activities are: removal of 
head-loads of firewood and fodder (for¬ 
age) from the forest, grazing, and lop¬ 
ping, availing of rights and concessions, 
collection of honey and other food items 
from the forest, raising of food crops; 
cereals vegetal^ and fruits through 
agri-silviculturnl practices, social and 
farm forestry programmes, which help 
build the ftael and fodder resources of the 


rural fmas besides ametioaraiting the living 
oondifotts of the masses. 

The estimation of forest resource based 
self-employment activities has been done 
throuill^ several methods discussed bdow: 

Remevai r,f head loads of firewood : It 
is estimated that about 66,136,000 m*of 
wood are illicitly removed yearly, as head 
loads. Assuming an average employment 
of 25 man-days per tonne or 1.3 cu.m (r) 
of wood removed as head loads, the 
estimated employment is more than 
1,271.85 mm days. 

Grazing: The number of cattle and 
builhloes that grazed in the forests during 
1976 was estimated at 62.03 million. The 
estimated number of graziers, was 3.101 
million. This employment works out to 
about 1,131.87 mm days per year. 

Lopping and grass cutting: It is assumed 
that the employment provided by this 
activity is at least 1,132 mm days, the 
same as estimated for grazing. 

Raising of food crops through agri-silvi- 
culturai practices: Estimation of the man- 
days for this activity poses several pro¬ 
blems; besides the main crop, the cultiva¬ 
tor is simultaneously engaged in other 
pioductive activities. Assuming Rs 30 
as a man-day and taking Rs 11.7 million 
as the annual value of the food crops 
produced in UP from 10,000 hectare of 
agri-silvicultural plantations, the employ¬ 
ment was estimated at 0.390 mm days. 

agri-silvl practices 

The annual area afforested under agri- 
silvicultural practices in the country is 
roughly estimated at 45,551 hectare. This 
is based upon the assumption that the 
extent of agri-silvicultural activity as a 
proportion of the total yearly plantations 
(156,470 hectare) in the country is the 
same as that in UP. The estimated man¬ 
power required is 1.776 mm days. 

Tne self-employment, which is largely 
based on M.F.P. pursuits is estimated at: 
removal of firewood as head load— ] ,271.85 
mm days; grazing—1,131.87 mm days; 
lopping and grass cutting—1,132 mm days; 
raising of food crops through agri-silvi¬ 
cultural practices—1.776 mm days; a 
total of 3,537.496 mm days. 

The secondary employment is generated 
tlucough activities udiich process the 


forest product and bKtog die outpoi of 
the forestry sector doser |o human con¬ 
sumption. Mein amongst these are : 

Primary forest inAtstrier- Saw milling, 
sawing and planing of wood, pulp and 
paper, plywood and panel prtmnct, wood 
seasoning and preservation, wood wool 
and tanning. 

Secondary forest industries: Sports 
and athletic goods, match splints and 
veneers for match industry, boxes, crates, 
drum barrels, and other wooden, bamboo 
or cane containers, furniture and cabinet, 
bullock cart and agricultural tools and 
implements, body for trucks, railway 
coaches, structural wooden goods, posts, 
doors and windows, artificial limbs, 
boats, toys, bamboo furniture and bas¬ 
kets, musical instruments, pencils, slates, 
packing cases, photo frames, rifle, shut¬ 
tles, bobbin blocks, handles, drawing and 
mathematical instruments, wood carving, 
wooden utensils, etc., in processing minor 
forest products; pine resins for rosin and 
turpentine, and bidi making. 

official data 

The estimates for the primary and 
secondary forest industries are based on 
1971 census, the data pertaining to these 
was procured from the data bank of the 
Institute of Applied Manpower Research, 
New Delhi. Assuming that the labour 
in the secondary processing industries 
works for 300 days a year, it is estimated 
that the primary forest industries pro¬ 
vide—47.04 mm days of employment and 
secondary forest industries provide 
401.29 mm days of employment, a total 
of 448.33 mm days of employment. 

It is evident that against the man-power 
employment potential of 550.52 mm days 
for the harvesting of minor forest products, 
the present employment is only 346.10 
mm days. The bulk of the minor forest 
products remain unharvested and are 
thus lost to the society for all time to 
come. Why? An answer to this could be 
traced to the fact that forestry as an 
employment opportunity gives mixed 
feelings to the rural public. Mixed, 
because recruitments for the regular, 
supervisory jobs are limited and made 
through competitive examinations held 
mainly in the urban ueas. The only 
other jobs available to the nuid masses 
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iiorolve pbysicat Utxnir. lo gonttal, 
u|g Itiiul «f fomrt woilc i» «r4uoii$, 
8 A 80 IU 1 and ermtic and the eatains 
cRpacity of an individual, ia low 
(Hje 2—5 for nnakilled and Jta 6—9 for 
fiUUed labour), and tends to drop oveif*- 
tiflse after the age of4S. Out of this 
cdtogoiy* tnost of the present day labou¬ 
rers do not want to leave their village 
for long and prefer to work in the 
neighbouring areas. It is generally this 
class, mainly landless, which is attracted 
to forestry works. But this trend 
is changing fast, and the new generation 
of labour force is generally not 
willing to follow its parents in their jobs. 
The rising wages and higher living stan¬ 
dards in the urban areas—though largely 
deceptive—attract the young blood to the 
urban areas. This imposes heavy social 
costs to the urban economy primarily in 
two ways: First, it increases the conges¬ 
tion and the problem of underemployment 
or unemployment of the urban areas. 
Second, the rural areas are left with old, 
ageing people, who cannot provide the 
required manual service to forestry, agri¬ 
culture and other sectors to the requisite 
extent. 

paradoxical position 

Primarily, because of these reasons, in 
the face of extensive unemployment in 
India (it may sound paradoxical) there 
are periods in which acute scarcity of 
labour is felt for the collection of minor 
forest products, plantation operations, 
harvesting in agri-silvicultural areas, etc. 
Due to the green revolution in agricul¬ 
ture, combined with certain projects: 
construction of irrigation and hydel 
dams, roads and building, minor irriga¬ 
tion programmes, etc., in the romote 
forest areas, the problem is becoming 
more serious. The so-called educated 
young men—high school pass and up¬ 
wards or those having vocational training 
—are not willing to come forward for 
these manual jobs which are regarded 
as low in the social-hierarchy. The net 
result is a serious competition, in certain 
regions, among sections of labour willing 
to undertake the manual job. Consequen¬ 
tly many valuable, annual minor forest 
products, such as bidi leaves, sal and 
other seeds, herbs, drugs, honey and even 
pulp wood and fire wood, food crops. 


etc., remain uacottMled'in the forest 
and the planting {iterations are often 
ddayed. 

The efforts made to attract labour to 
ftuestry operations^ hagirove their pro¬ 
ductivity and consequent earnings and 
also attempts to inorrase the utilization 
of the trees, thereby employing labour at 
higher levels of income, are discussed 
fiirther. 

training eantrus 

With the object of improving the 
efficiracy, increasing the labour’s pro¬ 
ductivity, and reducing the risk of injury, 
modern logging hand topis were first 
introduced in India with the creation of 
a training centre at Batote (Jammu & 
Kashmir) in 1958. The same year, a 
logging branch was established at the 
Forest Research Institute, Dehra Dun. 
Later, in 1965, a logging training pro¬ 
ject, with four training centres, was 
started in collaboration with FAO to 
meet the training requirements of the 
Forest departments. 

So far over 469 si^s (each set having 
68 tools) of improved tools have been 
distributed to the state Forest depart¬ 
ments. As a consequence of training 
in logging practices, the modern tools, 
now indigenously manufactured, have 
become very popular in India. The 
changes brought about are : replacement 
of axe with saw for felling and conver¬ 
sion, introduction of power saw particu¬ 
larly for lower class diameter trees, axes 
with oval instead of a traditional circular 
eye (which minimises the changes of the 
axe blade flying off from the handle 
while working); hand saws : peg-toothed 
and racker-toothed type; lifting hooks, 
lifting tongs, cant hooks, felling wedges 
and debarking spuds, which besides 
improving efficiency considerably prevent 
accidents. Also, though with a slower 
pace, tree climbing equipment, stem- 
tightener, power chain saws, power 
winches (tractor or truck mounted) for 
off-road transportation and loading of 
logs, skyline cranes (12 working presen¬ 
tly), wire-skidding equipment, gravity 
rope-ways, etc., are Iwing introduced in 
various states. The use of stem-tightener, 
tree-climbing equipment, cable puller, 
etc., makes the felling of trees almost 


risk-proof. The transport techniques havo 
also undergone a radical change: tnioka 
have replaced the bullock carts, aniauls,, 
etc., where possible. River tramportationt 
however, continues to be a mnjor means 
of transport in the Himalayas. The' 
effect of this mechanisation on the, 
labour’s productivity, the employment 
opportunities, etc., can be analysed only 
after thorough studies. 

The saw milling industry has also deve¬ 
loped considerably. Where possible, 
saw mills are now being established in the 
forest. 

Forest working is hard and not quite 
free from physical insecurities for nature 
itself is a source of risk: lightening, fire, 
wild animals, snakes, poisonous insects 
and plants, etc. Accidents occur In / 
forests due to failure of the implements, 
improper working techniques, careless¬ 
ness, and fatique. For these reasons, 
the promotion of safety measures in 
forestry, although needed constantly, is 
not altogether foot proof. The mecha¬ 
nisation involving the use of power chain 
saws, sawmills, tractors, trucks and 
cranes, power winches, etc., with their 
numerous advantages, sometimes cause 
hazards. In felling, particularly in the 
hills, sometimes fatal accidents occur due 
to rolling of logs, stones and boulders, 
etc. However, no systematic studies in 
this connection have so far been made in 
India nor is any statistical data available 
to show the incidence of accidents. 

promoting safoty 

There are ways and means of promot¬ 
ing occupational safety and health, which 
amongst others includes law and regu- ( 
lations, technical standards, education 
and training, and more significantly expert 
supervision of the various forestry opera¬ 
tions, But because most forest harvesting 
is done by the private contractors, and 
forest workers are not considered as 
industrial labour, adequate measures for 
the safety and health of the labourers are 
not at present being adopted in our country 
Forest workers do not always get the bene- 
fit of labour laws. Presently, the life of 
the labourers working in the forest is not 
insured in most areas. Compulsory insu¬ 
rance by the employer is called for, for 
the welfare of the workers. . 

There are some areas where well-estab. 
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'lishod forest villages with schools and mo^ 
bile hospitals do exist, but, by and large, 
housing/camping facilities for forest wor* 
kers are inadequate. After the indepen¬ 
dence of the country, much in this direc* 
tion has been done but more is required. 
The labourers stay mostly in temporary 
shelters built by themselves near their 
work sites but the shelters have inade¬ 
quate protection from rain or snow. 
Needless to say that these poor conditions 
of living affect the physical and mental 
health of the labourers. The Maharashtra 
Forest Development Corporation has 
taken a lead in this direction; it has cons¬ 
tructed well equipped labour camps with 
schools and hospitals, and has made 
arrangements for nutritious diet for the 
workers under World Food Programme 
from international agencies. The Tripura 
Forest Development and Plantation Cor¬ 
poration has also started work on these 
lines and has arranged food from the 
World Food Programme. In these orga¬ 
nisations, half the wages are given in the 
form of nutritious diet and the other half 
is paid in cash. The logging agencies in 
the Himalayan states and the private 
contractors working therein also provide 
subsidized rations for their workers eng¬ 
aged in the harvesting of major forest 
products in the remote areas. This facility 
is, however, not available to labour work¬ 
ing on the harvesting of minor forest 
produce and other forestry works. 

rol« of labour 

The role of labour—that section willing 
to offer physical effort—it seems, was in 
the past not fully appreciated and labour 
handling was left mostly to the private 
agencies or forest contractors. Labourers 
in general were not trained in their jobs 
and were often poorly equipped with 
tools. It is only recently, much after the 
establishment of the training centres 
discussed earlier that goveinment and 
semi-public agencies have undertaken 
forest harvesting works and presently 
there are sixteen forest corporations (in 16 
states) working in the country. With the 
, coming of these corporations, attention 
, is now being focussed on the labour wel- 
I fare problems and efforts are also being 
, made (i) to increase the productivity of 
I labour through job specialisation and 
^ systematic training, and (ii) to break the 
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seasomdity by levelling the job opportu¬ 
nities Hid providing year-iotuid unifrnn 
work load to the labour, wherever pos- 
sible. 

About 2S00 forestry oflhnob (including 
49 foteilgners from Afghanistan, Ghana, 
Malaysia, Nigeria, Bhutan and Sudan), 
mainly from the public sector, have been 
trained in the use and maintenance of the 
improved hand tools, power winches, 
transport methods, etc. These trained 
personnel in turn are transmitting better 
logging skills to their field workers. 

problem of motivation 

The main problem with regard to moti¬ 
vation and training of workers stems 
from the fact that the forest works are 
seasonal and providing year-round work 
to the labour is difiScult because the har¬ 
vesting of forest products is mostly in the 
hands of private contractors. The con¬ 
tractors get annual contracts, are uncer¬ 
tain about their future, and so consider 
the labour training asinfructuous expendi¬ 
ture. The labourers per-sc, are poor, and 
disorganised, and cannot pay for the 
training. The problem is aggrevated 
because most Forest departments prefer 
the contract system against departmental 
working. As a consequence, the training 
facilities provided by the government of 
India are also not ftilly or profitably uti¬ 
lised. The recent increasing emphasis on 
the establishment of public sector forest 
corporations in ail the states is likely to 
solve this problem to a great extent. 

In the case of major forest produce, 
this training has revolutionised the har¬ 
vesting technology and increased the uti¬ 
lization of wood by about 30 per cent 
(author’s assessment) from the average 
standards prevailing in the country before 
1960, besides generating employment at a 
higher level of income. 

With the growing consciousness for the 
greater utilisation of forest resources and 
the objective of providing employment to 
everyone, the need for adopting measures 
that may attract the so-called educated, 
unemployed young men to manual labour 
jobs in forestry, particularly harvesting of 
minor forest products, is urgent. A pre¬ 
requisite for this socio-economic change 
is an increase in the wage rates for all 
the works in forestry, and a simultaneous 
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increase in the labour’s ftfoduetivily 
through training and job tpeeialisatioa. 
Labour diould be regarded as on impor¬ 
tant re^uroe for earning more vahiaUe 
resources; and paid accordingly to every 
forest production process. What wage 
should be given for what job will depend 
on the product price, but as a rule, the 
principle that “marginal gain equals mar¬ 
ginal cost” should constitute the basis. 

Other important measures needed for 
increasing employment in forestry sector 
are: 

The plantation activity is highly 
labour intensive. About 70 per cent of 
the investment in plantations goes to 
labour. Every hectare of plantation, 
on an average means 200-250 man-days 
of employment. Since natural regeneration 
for most of the principal species {sal. 
deodar, fir, spruce, kail, teak, laurel, khalr, 
sandal, etc) is not keeping pace with the 
fellings, the need of the hour is to replace 
the concept of natural regeneration with 
that of artificial planting. This should 
follow after harvesting. Nursery raised 
plants of economically suitable species 
should be supplied. The growing popu¬ 
larity of eucalyptus planting deserves 
urgent rethinking. The changes in the 
silvicultural policy will lend impetus to 
the plantation activity. No harvesting 
should be permitted unless it’s replace¬ 
ment is ensured first. The scheme will 
also help the soil and water conservation 
measures, mitigate floods, and sustain 
the forest land to its legitimate use. 

raplacing the contractor 

Additional jobs could be provided 
through a gradual replacement of the 
contractor’s system of harvesting the 
forests by governmental agendes. If by 
such a changeover an equivalent return 
to the public exchequer could be ensured, 
the huge profits presently going to indivi¬ 
dual contractors may be diverted towards 
employing, on an average, four to five more 
individuals every year in place of a single 
contractor displaced. In other words, if 
the activity is ending up, say in a contrac¬ 
tor’s net profit of Rs 30,000 a year, four to 
five rangers (ignoring efficiency aspects, etc) 
could be employed instead. Considering 
that the number of big forest contractors 
in the country is fairly large, the total 
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I cdFtt»|miMBtooiitnct vyitim 

Jiliihjput^lifeadoiK ' 

sid^abJe addittonU mi^loyaMat poisi- 
bmtlM without eroding thestet^* reve¬ 
nue ^retume. 

Dm study also rmab that Miui^ 
Foitst Products (MFPs) generate far 
gieeter employment cpportunities—346.10 
mm days, compared to--145.47 mm days 
provided by the major forest products. 
Amonpt the MFPs hitherto insufficieutly 
exploited rbsource groups, is the tree seed 
wealth. Collection, drying and cleaning 
of seeds, their preservation and transport 
is highly labour intensive. The indigenous 
and export demand for the seeds is very 
high. Presently about 1,330,420 tonnes 
of seed providing about 63.73 mm days 
of direct employment are being secured. 
The full annual seed potential is more 
than 8,106,600 tonnes, providing 221.30 
mm days of employment. This, and the 
direct employment will increase several 
fold if: (I) all harvested forest areas are 
artificially regenerated instead of relyiug 
on the elusive process of natural regenera¬ 
tion, (2) nurseries are created around vil. 
Jages to supply fuel and fodder plants to 
villagers at cost price, (3) oil, starch and 
protein bearing seeds are fully harvested 
and utilized by extracting the oil and 
their food residues, and (4) the export 
potential of the seeds is fully availed by 
ensuring quality control, etc. For several 
species stumps, seedings, etc, can also be 
exported. 

thu lost wsalth 

Most of the MFPs recur annually. If 
not collected in time, they are lost to the 
society for all time to come. Jn the case 
of products like tendu leaves, seeds, flow, 
ers, fruits, gums and resins, fibres and 
flosses, honey, etc, a higher wage level is 
essential to attract the labour in order to 
complete the timely picking of these pro¬ 
ducts. The same is true for fire wood and 
pulpwood, fobdgrains, etc. In fact, addi. 
tlonal labour should be employed even 
upto the point where marginal wage is 
equal to the price of the pixiduct itself. 
Only by increasing the wages can the 
work effort be increased and additional 
resources made available to the society. 
The present level of wages in the forestry 
sector should be rmsed, particularly 


dudug periods which eo&wade with th* 
paiisjpnlMlsiaagtici^tlie, to a level at 
least 30 to 50 per higher than in 
agricutture and otb«r sectors, in order to 
retain the labour and eomidetethe timely 
piekiag of the minor fbireA products. 

batter utitiaation 

Presently, standing trees are given to 
the villagers holding rights and conces¬ 
sions in the forest (either free of charge 
or at nominal rates) for their bona fide 
requirements of house construction, agri¬ 
cultural tools and implements, etc. If ins¬ 
tead of granting standing trees, sawn and 
chemically treated planks, poles, and 
rafters, etc, are supplied, about SO per 
cent wastage of resources in the conver¬ 
sion, and an ultimate increase in the 
demand cycle of each family by at least 
20 y^rs will take place. Similarly, supply 
of wooden or metal reinforced agricultu¬ 
ral implements, instead of the traditional 
freedom to cut trees in the forest for 
making these will prevent wastage and 
increase per unit resource employment in 
the long run. At the same time, the same 
quantum of resources will serve the com¬ 
munity for a very much longer period. 
Economic studies on the feasibility of 
these proposals need to be undertaken. 

In some pl<ices, for want of alternatives, 
valuable species such as chir pine, deodar, 
willows and kail are used as fire wood. 
Creation of fast growing fuel wood plan¬ 
tations is needed to retain the timber trees 
for their more valuable uses. In addition, 
the creation of fire wood plantations will 
generate additional employment opportu¬ 
nities. 

The study reveals that tbeprecondi- 
tious for increasing employment at higher 
levels of income and the production of 
larger quantities of forest products is 
possible only through a complete utilisa¬ 
tion of all the minor forest products. 
Some other prerequisites for attracting 
labour are: temporary sbelters in the 
forest, supply of lation in lieu of wages at 
subsidized rates, medical aid, labour 
amenities, and providing job security by 
txroadening the seasonal aspects of fores¬ 
try operations through a change in the 
sequence of forest jobs so that the same 
labour is productively employed for much 
longer dioution. The execution of somo 


fotettiy activities such ai soil wtuklag fttf 
plantations, fencing, ete., can be earily 
shifted in time so as not to coiudde with 
the peak labour requiring periods in agd- 
cubure. The proposed adjustments are 
likely to provide a uniform work load to 
the labour force. 

The forestry sector’s employment 
potential, at present is estimated at: 

1. Direct employment 626.72 mm days 

2. Self employment 3,337.496 mm days 

3. Secondary employment 448.33 mm days 
Gross total 4612.346 mm days Or 

12.6371 mm yean. 

For harvesting the minor forest pro. 
duels, against the potential of 336.32 
mm days of jobs opportunities, it is esti¬ 
mated that only about 346.10 mm days of 
of employment are being availed primari¬ 
ly because of low wages and consequent 
labour scarcity. 

Forestry based self-employment oppor¬ 
tunities could be increased by introduc¬ 
ing agri-silvicultural practices to the bulk 
of the plantation areas. 

•ourew of omploymont 

In the three categories of employment 
opportunities, the source of lateur pro¬ 
viding manual efforts is the rural villager, 
who often migrates to the urban areas. 
This section of the labour force is now 
increasingly being attracted to alternative, 
higher paid employment opportunities in 
various non-forestiy development projects. 
Consequently, a sizeable portion of the 
forest products including firewood and 
pulpwood is being left unclaimed year 
after year in the forests for want of the 
requisite labour. 

The study also visualises that a far 
greater number of people could be em¬ 
ployed and resource losses averted by 
the forestry sector if wages were increased, 
labour is trained and labour safety 
measures introduced, and better living 
conditions for labour are created. 
Needless to reiterate that a suitable in¬ 
crease in labour wages and an emphasis 
on labour training and job specialisation 
are likely to go a long way to constitute 
an important ingredient to the rationali* 
sation of diverse forestry operations. 

The proposals also envisage: (') To’al 
replacement of the concept of natural re- 
generation with artificial plantiug; (2) 
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nationalisation of the'timbei' and^other 
forest products' harvesting operations; 
and (3) changing the current system of 
granting standing trees in rights and con¬ 
cessions in favour of supplying sawn and 
treated timber. 
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Towards unity of economic 
V and social policies 


Thl$ Is sn sccount of some of the Impressions gathered during a recent 
visit to the German Democratic Republic at the Invitation of the ministry 
of Foreign Affairs of that country. The GDR Is committed to further 
Increases In social production through continuing mechanisation and 
rationalisation In Industry and the more Intensive Industrialisation of crop 
and livestock farming. Meanwhile^ Its performance In Important areas 
of mass welfare, such as price stability, housing, the social and economic 
stidus of women, education and health care bears evidence to the 
successful marrying of the economic progress to social benefits. 


If Marx i$ the prophet of iaternational 
communism and Lenin its high priest, 
Adam Smith is truly its philosopher 
statesman. The concept of interna¬ 
tional division of labour is being preach¬ 
ed or practised nowhere more rigorous¬ 
ly than in the Soviet bloc. 

The economic foundation and frame¬ 
work for the political solidarity of this 
group of communist countries is provid. 
ed by the Council of Mutual Economic 
Assistance (CMEA), which is dedicated 
to the doctrine of international divi¬ 


nomic, political and global strategic 
considerations. 

This may not be a strict application 
of the pure principle of international 
division of labour, as conceived by clas¬ 
sical economic theory, but is nevertheless 
a respectable approximatiem to the emp¬ 
loyment of regional resources a! an 
optimid or near-optimal level in the 
context of a given global political and 
strategic situation. When the CMEA 
is viewed from this angle, the question 
whether its members are free and 
equal may not seem to be of primary 


WINDOW 

ON 

THE WORLD 


sion of labour as the governing princi¬ 
ple of economic relations among the 
countries of the region as well as 
between them and the world outside. 
Founded in January 1949, the CMEA 
has, as its ftill members, Bulgaria, 
Hungary, the German Democratic 
Republics ODR),Cuba, Mongolia, Poland, 
Romania, the USSR and Czechoslovakia. 
The centrally planned economies of the 
individual members of CMEA have 
been brought under a common discipline 
in respect of their primary, secondary and 
tertiary sectors in terms of social, eoo. 


importance. What may be of greater 
relevance is the fact that, without the 
structure of economic cooperation or 
integration organised and operated 
through the CMEA, most of its members 
would not have been able to preserve 
their current ideological or political 
identity. This, perhaps, is the answer 
to the speculative doubt prevailing 
in certain quarters whether some in- 
dividual members of the CMEA, such 
as the ODR, would not have been better 
off had their economic interests not been 
subordinated to those of some other 


countries in the CMEA such as, for 
instance, the USSR. It may be added, 
perhaps, that, in any case, the CMEA 
has sought to do for this region more 
deliberately or determinedly what the 
multinationals (including those' from 
Japan) or the EEC have been trying to 
do for western Europe, to wit, the 
effecting of regional economic integatioo 
to a greater or less extent. 

In the GDR, considered by many as 
one of the pillars of the CMEA, the 
visitor is told over and over again that, 
but for the CMEA, its member-countries, 
including the GDR would never have 
been able to achieve, as they have done, 
a basically steady rate of growth, stabi¬ 
lity of prices over a period of years and 
full employment as normal features of 
their economies. In other words, the 
process of economic integration, which 
is being carried on through the CMEA, 
is credited with having spared the eco¬ 
nomies of this region such ailments of 
capitalist societies as chronic inflation, 
or stop-go movements in the economy, 
attended by rise in unemployment 
figures or trade and currency distur¬ 
bances. 

amongst top ten 

While it is allowed that the CMEA 
countries have not been entirely stran¬ 
gers to fluctuations in national or region¬ 
al economic fortunes, it is resolutely 
claimed on behalf of the GDR that its 
economy has kept remarkably steady 
in its upward course and that, over the 
years, it has become self-sufficient in its 
food and agricultural sectors, and in¬ 
creasingly capital-intensive in its industry 
and that, as a result, it is now among the 
top ten industrialised and trading eco¬ 
nomies of the world. Even greater 
pride is shown in the references made 
to the success achieved in muiching the 
material and cultural content of the 
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people. It is poiiited out that ever 
since the Eighth Congress of the Socia¬ 
list Unity Party of Germany (SED)heId 
in 1971 had put forward its ^central 
policy” for adiieving the unity of eco¬ 
nomic success and social well-^ing, the 
growth of production, increases in labour 
productivity and scientific-technological 
progress are being immediately trans¬ 
lated into advances in the material and 
cultural standards of living. This could 
mean for one citizen a new flat, for 
another better working conditions or 
higher pensions and for individuals 
and families generally full employment, 
guaranteed job security, stable consumer 
prices and low rents, a highly developed 
system of education, a comprehensive 
health service and improving opportu. 
nities for leisure activities. 

Merely after a ten-day sojourn in a 
foreign country, with much of the time 
spent in travelling extensively, a visit¬ 
ing observer who, moreover is not con¬ 
versant with the native language, cannot 
venture to form too many solid ideas or 
opinions on the complex social, econo¬ 
mic or political affairs of that country. 
Nevertheless 1 would certainly say that 
there has been remarkable material and 
other progress in the GDR. to the ad¬ 
vantage of the totality of its people. 
Food is ample and of good quality and 
there is more and more variety. The 
consumption of meat or dairy products 
in the GDR is stated to be at or near the 
highest levels reached anywhere in 
Europe. Qothing compares perhaps 
less favourably and textiles, as also foot¬ 
wear, of any distinction seem to cost a 
lot of money. 

rsmarkable progress 

Housing has been accorded high 
priority in the allocation of resour¬ 
ces and a construction programme, 
aiming at ensuring that every family has 
a modem and suiSciently large flat by 
the year 1990, has been projected in terms 
of an expenditure of more than 200 bil- 
I lion marks. Against a target of some 
I three million flats to be completed by 
i 1990, about 600,000 were either moder> 
I nised or newly built between 1971 and 
I l97Sand the subsequent five-year plan 
is currently giving even more impor¬ 


tance to the keeping up of the 
tempo of housing expansion. The results 
of tUe effort are viiiHe all over the 
GDH and although tihe hoqsiog shortage 
is both dhronic and acute, cq)ecially in 
urban concentrations such as Berlin, large 
housing complexes with environmental 
infraatructures and facilities suiting 
modem social requirements arc a com¬ 
mon feature of towns and cides, as for 
example Erfiirt. 

Simultaneously with the improve¬ 
ment in the housing situation, 
there has been progress in the 
acquisition and possession by families 
of modem household appliances and 
entertainment equipment. Over 90 per 
cent of the families have r^igerators, 
about 80 per cent washing machines and, 
a percentage somewhat larger than this 
television sets. Radio sets are virtually a 
universal possession, while a third of 
the households could boast of a passen¬ 
ger car, or a motor cycle, scooter or 
moped, 

deilbarato gradation 

ft is worth noting that many 
of these goods are deliberately produced 
in various grades of quality or sophisti¬ 
cation so that they could be sold over 
different price ranges, thus making it 
possible for families in different income 
brackets to make purchases to suit their 
pockets. For instance, the least expensive 
single channel television set is to be had for 
1,200 marks, while there are also on sale 
colour television sets priced around 3,800 
mark. A reliable indicator of the rise 
in the standard of living is the large 
number of people who eat outside for 
pleasure or the week-end or other holi¬ 
day rush of families to neighbourhood 
recreational areas or sylvan retreats in 
favourite hill country. 

Nevertheless, it would be true to say 
that the GDR has miles to go before it 
draws level with countries in western 
Europe in terms of affluence. Some may 
even argue that, as it is. life in the GDR 
is more austere if not harsher in certain 
respects than life even in other CMEA 
countries, notably Hungary or Poland. 
However, it need not be doubted that the 
SED is in earnest about the thesis which 
is summed up by Mr Erich Honecker, the 
general secretary of thp central committee 


(ff tte party, in the foBon^ 
made at tite ainth Goagress afTcade 
Umttts in May hut year; ”Onn is a pro- 
grain&e*of growth, prosperity and ftahi- 
Uty”. 

Mr Honecker and his coHeagoes oi- 
pect this programme to be mteentedht 
the main over the next 12 years. But, on 
any reckoning, they will have to work 
against heavy odds. Thdr main problem 
is the sheer limitation of human resources. 
Ihe GDR has not fhlly recovered firom 
the drain on its manpower through the 
flight or clandestine emigration of about 
three million people to tte Federal 
Republic of Germany and it is only with 
great difficulty that its population has 
been stabilized being around 17 million. 

manpowar shortaga 

This is being far from enough for all 
the job that needs to be done and in fact 
there are more jobs waiting to be filled 
up in almost any branch of industry and 
certainly in the areas of agriculture and 
housing construction than there are men 
or women in sight to fill them. Conse¬ 
quently, although a liberal abortion law 
has been enacted with a view to affirming 
equality of women with men in respect of 
human dignity, personal freedom and 
social status, a national campaign is on 
for encouraging or enabling women to 
have larger families of their own free 
will. 

The goal of population policy is a 
three-children family as the norm, but 
incentives continue to be available to 
couples willing to rear even larger families. 
The emphasis is squarely on incentives 
and the “goodies” offered to obliging 
parents make an impressive package. For 
instance, the interest-free loans amount¬ 
ing to 5,000 marks, which young couples 
receive for furnishing their first dwelling 
and which, in the normal course, are to 
be paid back within eight years, are writ¬ 
ten off to the extent of 1,000 marks on 
the birth of the first child, another 1,500 
marks when the second child is bom and 
the remaining 2,500 marks on the happy 
arrival of the third. In addition all 
patents receive a grant of 1,000 marks at 
the time of birth of every child. 

Working mothers are eligiUefor mater¬ 
nity leave of 26 weeks on fiill pay and 
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wl|^ the itsi diUd is horn, th^ have 
aM the right to adc for unpaid leave for 
ona year during whieh however they will 
be entitled to social security or other 
payments amounting to a very high per> 
ceotage of their notmal earnings. Chi the 
birA of the second or any subsequent 
child, they can iqiply for paid leave up to 
the first birthday of the child. Women in 
full-time mi^loyment, with two or more 
children, work 40 hours a week and, if 
on shift work, they receive additional 
annual leave. All these privileges to 
which working mothers are eligible are in 
addition to the general eligibility of all 
women workers for a monthly paid day 
off for housework. 

additional advantagas 

Above all couples with children could 
jump the queue for housing accommoda¬ 
tion. This is an extremely valuable 
advantage considering that, in a place 
such as Berlin, it may be anything bet¬ 
ween four and eight years before an 
applicant gets a fiat allotted to him or her 
in the normal course. It is also a great 
boon to families with children that they 
are entitled to larger flats, according to 
the number of children in tlie household, 
without incurring any corresponding 
liability with regard to the amount of the 
rent. Tn fact, rents amount only to four 
or five per cent of the family income, ex¬ 
cept in urban areas such as Berlin where 
they may, in some cases, absorb higher 
percentage but even then not more than 
10 per cent. 

The demographic donkey seems to be 
showing fairly good response to the 
bunch of carrots dangled before it—there 
is not a little excitement in the GDR over 
the rising trend of the population curve. 
No great flood of babies, however, is in 
sight even if the trade in prams seems to 
be enjoying a mild boom. The mme fact 
tliat most women have to do a full day’s 
hard work side by side with men in the 
factories, on the farms or in the service 
industries, added to tne other strains and 
stresses of an industrial community, could 
cancel out a good part of the attraction 
of the incentives offered for larger fami¬ 
lies. The government, aware of this pro¬ 
blem, has been liberally providing 
creche and kindorgarten facilities which 


are claimed to serve aboet 90 per cent of 
theduldren of woiUaff mothers. 

Moreover, to the numt that the in¬ 
centives are effective in inducing working 
women to take time off for bearing or 
rearing children, they necessarily cause 
some temporary withdrawal of labour 
from factories, farms or offices and also 
considerable dislocation of work in the 
process. In any case, for the foreseeable 
future, the ODR will have to learn to 
live with its manpower shortage. This 
physical limitation is bound to affect the 
pace of the growth of its economy. In an 
attempt, perhaps, to pot a bold face on 
it, some people in the GDR argue that 
tUs very manpower difiteulty has been 
whipping the country into unceasing 
efforts to increase labour productivity 
through the steady stepping up of invest¬ 
ment in capital goods and machinery and 
the upgrading of production processes 
through rationalisation and mechanisa¬ 
tion. 

towards automation 

That the GDR has gone as far as any 
other country and farther than most in 
substituting human labour with machi¬ 
nery admits of no argument. Although 
its progress in the employment of the 
more sophisticated plant and equipment 
may not be as remarkable as the advan¬ 
ces made in this respect in the US, 
western Europe or Japan, it is not with¬ 
out claims to excellence even in this field. 
For instance, at the United Enterprises 
for Stamping Machines, near Erfurt in 
southern GDR, the handling of heavy 
fabrications has been computerised to a 
degree which, it is said, could be seen 
only in two other plants, both of which 
happen to be in the United States. 

While manpower has been a highly 
significant compulsive force behind this 
drive towards rationalisation and mecha¬ 
nisation, other considerations too have 
collaborated. For instance, the need for 
the intensification of extractive processes, 
in the interest of economy or efiSciency, 
as more accessible mineral deposits are 
exploited and the less accessible reserves 
have to be mined, is highlighted by re¬ 
cent developments in lignite mining. The 
GDR has negligible tesouices of hard 
coal or hydro power, while it is heavily 


dependent on the USSRfmr oil and gas. 
The main source of primary energy is the 
vast reserves of h'gnite which is also the 
principal base for the generation of 
electricity. There is therefore a constant 
endeavour to raise the productivity of 
existing sites as well as open up new 
ones. In the process the lignite industry 
is continuously pushing up the technology 
of open-cast working. Lignite mining 
operations on recently developed sites, 
such as those in the district of Cottbus, 
are an impressive demonstration of the 
latest advances in equipment and pro¬ 
cesses In this industry so essential to the 
economy of the GDR. 

construction sector 

In the construction sector, the massive 
programme places a premium on the 
saving of time and this is an additional 
stimulus to rationalisation and mechni- 
nation apart from the general need to 
save manpower. The pre-fabrication 
plants are thmefore an integral part of 
the house construction drive and they 
have been developed to a stage where 
th^ are able to account for about 60 per 
cent in terms of physical construction 
work and SO per cent in terms of value of 
the finished building. Although the pres¬ 
sure for continuing mechanisation is as 
great in the construction sector as in any 
other part of the economy, it is probably 
the case that the scope for further saving 
of manpower has been very nearly ex¬ 
hausted at least temporarily. This-would 
mean that, for some years to come, 
certain skills in this industry, such as 
those of electricians and plumbers may 
continue to be scarce and thus make it 
possible for the professions concerned to 
command higher-than-average earnings. 
Incidentally, among the other such advan¬ 
tageously placed trades or professions are 
crane drivers, small family farmers grow¬ 
ing vegetables, fruit or flowers, hoteliers 
or resaturateurs and, above all, doctors. 

The farm sector too is being brought 
under the mechanisation programme 
more and more. This is of course impli¬ 
cit in communist conceits for restructur¬ 
ing the ownership of land and its mana¬ 
gement. In the GDR, while privately 
owned farms are still allowed a fractional 
role at the margin, a certain number of 
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Ia|lB ft«te fttm are xm M qMdal 
iMnMmeipeiaiicms^fiichasr^^ iatfeo 
hm-yittwi^plaBt variietiM or ttiiltipli’ 
cwob of isqjrovM seeds, or the breeiUiig 
af^ratperidr straitis of livestodc. A dond* 
nant role is reserved for the cooperative 
farms (LPOs) in respect of both crop 
production and animal production. The 
first LPO eras founded back in 1952 and 
this type of land utilisation has been 
evolved into the .joint cultivation of 
araUe and woodland through the 
cooperative ownership and utilisation of 
tractors, machinery, implements, farm 
buildings and domestic and breeding 
stock. 

nwchanisad agricultura 

Then cooperative farms are relentlessly 
pursuing the aim of industrialising the 
production of both crops and livestock. 
State farms are closely associated with 
them through interTarm establishments 
where a great deal of work is being done 
on the mechanisation of various stages 
or processes of field or animal produc¬ 
tion. It has been claimed that mechanised 
agriculture through cooperative farming 
has succeeded in raising productivity by 
about four pa cent annually in this 
sector of the economy. But, at the same 
time, it is readily conceded that the 10 
per cent of the working population still 
engaged in farming operations is too 
high a proportion in an industrialized 
economy such as the GDR in comparison 
with other advanced industrial countries. 
There is dissatisfaction particularly with 
the progress of mechanisation in live¬ 
stock operations. 

In addition to the general manpower 
situation, the special difficulty experienc¬ 
ed by cooperative farms in attracting the 
younger generation to the crop and live¬ 
stock sector is lending urgency to a faster 
movement towards industrialised produc¬ 
tion in the farm economy. Meanwhile, 
an all-out attonpt is being made to 
interest the youth in the opportunities 
available to them for an agricultural 
career. Emphasis is laid on the fact that 
the use of the most modem machinery 
is helping to make work on the farm less 
burdensome and more attractive. Again, 
limited working hours and paid holidays 
offer scope to the agricultural worker for 


cnllivatisg inteUeelwU and cultural 
iotereats. A constaat attMt ia also being 
auuieto bridge the j|ap between town 
tind country life with ipgaid to facilities 
and amenities sudi as during, medical 
care and sports. 

More important perhaps than all this 
is the advance in the technology of crop 
or livestock production which is making 
unskilled labour more aud more redun¬ 
dant, while calling for workers with 
scientific and professional training, there¬ 
by oifering some scope for the enthusiasm 
and enterprise of the youth. At Greysen, 
for instance, the oot^rative farm is 
master-minded from an office organised 
and equipped in mudi the same way as 
the managerial department of an indus¬ 
trial unit is. All the same, it does seem 
necessary that the farm sector should, on 
balance, discover ways and means of 
releasing some of its manpower to the 
rest of the economy so hungry for this 
scarce resource. 

The national income of the GDR, 
which rose from 71 billion marks in 1960 
to about 142 billion marks in 1975 is 
expected to advance further by 19g0 to 


Profit gharina is in tho offlog. After Indepen¬ 
dence Day, it was first mentioned in December 
last year, when the Finance Minister in the 
course of the discussion on the Interim Budget 
disclosed that the Government were considering 
the possibilities of preparing a scheme for profit 
sharing in industry in order to give adequate 
incentives to labour. The idea was vehemently 
opposed by the interests likely to be aflected by 
this scheme and it was expected that this pro¬ 
posal was dead beyond resurrection and that the 
Government would not be so doctrinaire in its 
approach to the problem of industrial relations. 
Later developments, however, have belied these 
expectations. Profit sharing though in a disguis¬ 
ed form, reappeared in the truce resolution, 
which was unanimously adopted by the Industries 
Conferrace. This truce, as is well known, has 
been broken by laboor on so many occasions 
that nny practical man could have been com- 


somewhm between 182 billion and 185 
billion narks. Besides the demands of 
defence and securityg the three prind^ 
claimants for shares in the social product 
seem to be the strategy of intensifying 
capital investment in the continuing 
rationalisation and mechanisation of the 
manufacturing sector and the industria¬ 
lisation of farm and animal productioog 
the policy of stabilising prices of essential 
commodities and services through sub¬ 
sidies in addition to the transfer of 
resources generated by the price-fixing 
and taxation measures adopted for less 
essential goods and the programme of 
stimulating or rewarding labour pro¬ 
ductivity through personal and social 
incentives. Thanks to the squeeze put 
on by the manpower shortage and the 
international pressure acting in favour 
of capital-intensive or sophisticated 
technology, the GDR is finding it neces¬ 
sary to step up appropriations for invest¬ 
ment in plant and equipment. At the 
same time there is a burgeoning demand 
for a wide variety of goods for individual 
or family consumption and the consumer 
interest is steadily extending to quality 


pelled to think if it was not necessary to cry a 
halt to the rapid pace at which the Oovernment 
have been conferring legislative and other bene¬ 
fits on industrial workers. Ignoring this aspect of 
the question, the authors of the report of the 
Economic Programme Committee, appointed by 
the A.I.C.C. preferred to indulge in the luxury 
of prescribing theoretical panaceas. They not 
only supported profit sharing but also went a 
step Airlher and laid down some unrealistic rates 
at which the share of tlie capitalist should be 
fixed. The Governmenc apparently drew inspira¬ 
tion from the resolution of the Industries Con¬ 
ference and tho E.P.C. report, when in their 
statement on industrial policy, they once again, 
and, this time authoritatively, enunciated the 
principle of profit sharing with a view to regulat¬ 
ing employer-employee relation. In this sememe, 
the Labour minister, has found a means to trans¬ 
late into praclioe his often repeatejl dictum that 
labour is an indispensable partner in industry. 
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or sophisticated wares, a good deal of 
which will have to be imported from the 
world outside the CMEA.. Consequmtly, 
although about two-thirds of the foreign 
trade of the GDR is with its CMEA 
partners and its production patterns also 
tied to other national production patterns 
in the region, particularly the Russian, 
through a whole series of technical and 
commercial cooperation agreements, 
Berlin is showing a higher degree of 
concern for promoting trade with the 
industrial countries of the west and with 
Japan, as will as the developing countries- 

foreign trado 

The ODR's imports of capital goods 
and technology from the industrial 
countries are bound to increase in 
the future, the rate of increase being 
determined by the availability of 
foreign medits, supplemented by in¬ 
creases in its own exports to these 
trading partners. Where the develc^ing 
countries are concerned, the GDR 
should be able to offer an expanding 
market for their export commodities such 
as certain industrial raw materials, food 
articles and various consumer goods. 
Hero again the expansion of trade will 
have to be a two-way traffic, the GDR 
being equally keen on stepping up its 
exports of machine tools and the pro¬ 
ducts of its mechanical engineering, 
electrical engineering and electronic 
industries. Again, thanks to the emerg¬ 
ing petrochemical industry in the GDR, 
its production and exports of chemical 
products could also increase in impor¬ 
tance. These trends are naturally 
relevant to the considerable trade 
relations already existing between the 
GDR and India and currently Berlin is 
showing interest in stepping up its 
imports of certain descriptions from 
India provided India, for its part, would 
take positive measures for raising its 
purchases from the GDR. It is argued 
that the GDR’s policy of selling process 
or product licences outright is very much 
in line with the government of India’s 
own preferences for modes of purchase of 
technology. 

In this connection it is also suggested 
that the pharmaceutical industry in the 
GDR would be able to make a 
significant, contribution, to develop- 


mesft in drug mamilluitute in India 
in accordance with the p<di^ recen¬ 
tly announced by our govnmment 
for this purpose, The ODR, again, is 
building up a traditiem of supplying sub¬ 
assemblies or single parts of plant or 
machines to importteg countries in 
accordance with their tedinological and 
manufacturing requirements. Thismi^ 
help in promoting collaboration between 
the two countries, particularly in the 
electronics field. Already valuable con¬ 
tacts have been establiriied between the 
GDR foreign trade enterprise, Robotron 
and the Computer Maintenance Coipora- 
tion of India. It is believed that the GDR 
could supply the hardware for business 
machines or computer systems and that 
it should also be possible for the two 
countries to come togethm for operating 
joint enterprises in third countries. 

Incidentally, there is a feeling that 
Indian business is not showing sufficient 
interest in the Leipzig fair, which the 
GDR considers to be its most important 
show-window to the world. One reason 
why Indian businessmen are more cons¬ 
picuous by their absence than by their 
presence at GDR trade fairs may be that 
the trade between the two countries is 
fixed within the framework of a bilateral 
rupee payment agreement at a govem- 
ment-to-government level. Berlin, com¬ 
mitted to the planning of its foreign 


mdewetmtotha loot detail, houwiar, 
does not aoem to be «Bdmriutia«f>mM 
loosening the bonds of this agteoaieat. 
On the contrary, it is stoutly contended 
that the agreement neitliee posee any 
commerdal luoblem nor creates pro¬ 
cedural or other tedmicol difficulties for 
the Ihrther growth of trade between the 
ODR and India. 

Finally, this account will not be com¬ 
plete without a reference to the fhet that, 
despite developments, both extensive and 
intensive, of its mining and manufacturing 
sectors and the industrialisation of its 
agriculture, the GDR could still boast of 
a landscape, generous with its green and 
wooded recreational areas. Man has 
shown his respect for this bounty of 
nature by giving carefkd and even loving 
attention to the demands of environment. 
This is strikingly illustrated by the stem 
rule that, where land is mined for lignite, 
the earth should be rehabilitated and 
restored to its previous state within a 
definite time-limit. Again, horticulture, 
not only in its utility aspect of fruit or 
vegetable farming, but also in its aesthe¬ 
tic aspect of the growing of flowers and 
the laying out of gardens and public 
parks, is promoted as a major socio¬ 
economic activity. The international 
horticulture exhibition, at the district 
city of Erfurt for instance, is organized 
and cherished as a proud national event. 
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0A« doas mt hmto 

go from our cooatiy, or be away 
ionl^ to realise that Delhi’s politics 
are, faiore often than not, truly trivial, 
Doi^ the 10 days I was leeenUy in ‘ 
the Oerman Democratic Republic^ 

I found that India figured in die world 
news only when President Carter’s 
decision on the shipment of enriched 
uraidum to the Tarapur plant was 
noticed in passing. His problems with 
the Congress over his proposals for 
the sale of F-15 jet fighter planes to 
Saudi Arabia naturally made the head¬ 
lines. The Brezhnev-Schmidt summit in 
Bonn also got special billing. Although 
much of their agenda was concerned with 
bilateral business, a larger significance 
was attadied to this meeting in the con¬ 
text of the current SALT stalemate 
and Bonn's position in the controversy 
over the American plans for a neutron 
war-head. The Moro kidnapping, relent¬ 
lessly heading towards its tragic climax, 
was being given round-the-clock repor¬ 
tage. As if this macabre march of events 
were not enough in itself to mock at the 
human condition, there was news from 
Brussels of another kidnapping—this 
time of the famous statue in the market 
square, pissing everlastingly from a 
fountain jet. 

The happenings that engaged the 
world’s attention, then, were the grave 
issues of war and peace and of the 
survival of nations. They were not whe¬ 
ther a man over 70 years old would be 
able to compose his quarrels with another 
similarly aged, or a third elder, over 80 
years old would be able to live in peace 
with these two. Mr Charan Singh's illness 
may nut be simply diplomatic, but the 
duration of his stay at one of the VIP 
suites of the AH India Institute of Medi¬ 
cal Sciences might well have been largely 
tactical. But what is all this fight about, 
or for whose benefit? The opposition, of 


course, was easily oatypted fat tlMCok , 
Ssbha on its no-confidottoemotioD ngainst 
the government. But ean there be any 
pride, fdeasure or pnofit for the Janata 
party in this “famous” victory? Is it not 
the merest truth that 0e public is dis- 
illoisioned and discontented with the 
Janata leadership to an mctent which the 
present strength of the opposition in 
parliament does not reflect and cannot 
give expression to? Azamgarh, no doubt, 
has done its duty, Iiut to ensure that the 
lesson is learnt is beyond it. Already 
Mr C.B. Gupta is blaming Mr Charan 
Singh’s casteism for the Cougress(I) 
victories, while Mr Charan Singh is 
blaming everything on everybody except 
himself. With enemies like these, what 
need has Mrs Gandhi of friends? 

The Fernandes bill on 

the Khadi and Village Industries Com¬ 
mission has encountmd heavy weather 
in Lok Sabha and this has forced him to 
let prudence triumph over valour by 
moving for its reference to a select com¬ 
mittee. The controversial feature is the 
innovation of polyester khadi, a fabric 
incorporating about 10 per cent of poly¬ 
ester yam for the purposes of durability 
and consumer appeal. The notion was 
mooted in the Industrial Policy state¬ 
ment and when 1 interviewed the minister 
on the Delhi Doordarshan on this state, 
meat, I suggested that» while this pro. 
posal did violence to every concept of 
Mahatma Oandhi's khadi philosophy or 
programme, it was unredeemed by any 
economic or social merit. I, in fact, cal¬ 
led polyester khadi a ‘‘hybrid monstro¬ 
sity”. Had Mr Fernandes taken this 
serious criticism less lightly, he might 
probably have been better prepared for 
the assault on his Bill which cut across 
party lines. 

The<ssence of the khadi ethics is that 
a local raw material (viz., coarse or 
medium cotton) should be wholly pro- 


MOVING 

FINGER 


oessed by nmU houMhofd labour, ttAialy 
for neighbourhood consumption. It is 
only on these terms that it can justly 
claim state support through subsidies or 
the like. The benefit of these subsidies, 
moreover, has to be shared between the 
producers, who are by definition poor 
and consumers belonging, preferably, 
to the less affluent sections of the com¬ 
munity. Since, however, politicians can¬ 
not help tainting everything they touch, 
the khadi programme has undergone 
numerous distortions and an absurd 
situation has been created, in which, for 
instance, top-heavy sales establishments 
are retailing superfine cotton khadi and 
khadi silk to well-to-do customers at 
prices heavily subsidised by the tax-payer. 
Polyester khadi will only lead to further 
deterioration in this direction. For one 
thing, the excise or customs duty on the 
polyester component wilt have to be 
waived, which, after all, is only an in. 
direct subsidy at the expense of public 
revenues. For another; the direct sub¬ 
sidies, too, will probably have to be 
increased in order to dilute the consumer 
preference for mill-made polyester tex¬ 
tiles. As for the compensating advant¬ 
ages, if any, for the producer or the less 
afiluent consumer, the balance-sheet— 
assuming that the minister’s advisers, 
official or casual, have helped him to 
prepare one—is not at all clear. 

Apropos nothing in par- 

licular, I may perhaps permit myself 
the observation that the relations bet¬ 
ween politicians and businessmen seem 
to be primarily on a cash-and-carry basis. 
There does not seem to be any room here 
for sentiment or thought, on either side, 
of any lingering indebtedness. Just as in 
international relations or diplomacy 
there are no permanent friends or foes, 
so also in the matter of government- 
business relations behind the scenes or 
under the counter, the relevant philo¬ 
sophy seems to be a strictly utilitarian 
one. The wit of man has not yet been 
able to invent any surer means of chang¬ 
ing all this than the demonetisation, 
periodically, of high denomination notes— 
in itself a measure apt to generate the 
most lively spe¬ 
culation about 
motives. 
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TYRE INDUSTRY 


Awaiting good days 

S. P. Chopra 


Thb total production of tyres 
in this country was a little 
more than five million in 1973 
and the market at that time 
experienced acute shortage of 
tyres. Some brands of tyres 
enjoyed heavy premium. Last 
year i.e. in 1977, the total out¬ 
put of tyres was a little more 
than SIX million and there was 
a glut of tyres in the market. 
No tyre fetched a premium at 
all while some were being sold 
at a discount. How did this 
dramatic change come about? 

The first shock to the tyre 
industry was administered by 
the oil crisis in the last quarter 
of 1973. The steep rise in the 
prices of petroleum and petro¬ 
leum products hit the road 
transport industry which re¬ 
sulted in reduced demand for 
tyres. Then came the emer¬ 
gency in the middle of 1975. 
The working of the railways 
got toned up and the traffic 
offerings for the road industry 
dropped. Simultaneously, three 
new units entered the market. 
Result: more tyres than the 
market could lift. 

Annual Capacity 

The existing annual capacity 
of the plants is around 8 5 
million tyres Each unit has 
the option to raise its pro¬ 
duction by 25 per cent if it so 
desires. Thus, the total avail¬ 
able annual capacity is of the 


order of 10.6 million tyres. 
The total production of tyres 
in 1976 at 5 9 million tyres 
and in 1977 at 6 2 million tyres 
created conditions in the 
market which made the absorp¬ 
tion of even this order of pro¬ 
duction rather difficult. 

Licences Issued 

The government has already 
issued eight licences or letters 
of intent with installed capa¬ 
city of 400,000 tyres each. 
There is not much scope for 
the new entrants in the present 
state of the tyre industry in 
our country. As stated by 
Mr V. K. Modi, managing 
director. Modi Rubber Ltd, in 
an interview published else¬ 
where in this issue, the capital 
outlay needed to set up a new 
plant having annual capacity 
of 400,000 tyres is around 
Rs 45 crores. At current tyre 
prices and the present state of 
the tyre industry, no entre¬ 
preneur can satisfy the finan¬ 
cial institutions regarding the 
viability of his project. Hence, 
the letters of intent issued have 
rare po.ssibilities of being con¬ 
verted into licences and where 
industrial licences have already 
been issued, there are no 
bright chances of the plants 
coming up. At a later stage, it 
may be worthwhile urging the 
existing manufacturers to ex¬ 
pand their capacities to a 


million tyres each. At present, 
Dunlop, Firestone, Ceat and 
MRF alone have capacities of 
a million or more tyres a year. 
All others can bo encouraged 
to expand their capacities 
because the capital cost of ex¬ 
pansion may be about one- 
third to one-fourth of the cost 
of a new plant. 

While the demand recession 
in the tyre markets of the 
country has led to reduced 
utilisation of capacity with the 
Tabli 1 

Letters of Intent/Industrial 
Licences Issued to Newcomers 
(In '000) 


1. Vikrant Tyres 400 

2. Tamil Nadu Rubber 400 

3. Webster 400 

4. Orissa Tyres 400 

5. A.P. Tyres 400 

6. Gujarat Tyres 400 

7. Punjab Tyres 400 

8. Ibcon 400 


Total 3200 


exception of Modi Rubber 
Ltd, and the pressure of ris. 
ing costs of inputs has been 
distorting the working opera¬ 
tions of the companies, the 
balance sheets of tyre manu¬ 
facturers have been showing a 
sharp decline in profitability. 
The compulsion to export—10 
per cent of production in the 
case of new units and 15 per 
cent of output in the case of 


old units—is further adding to 
the burdens of the tyre manu¬ 
facturing units. All the exports 
of tyres are currently being 
undertaken at a loss, though 
some incentives have been pro¬ 
vided by the government. 

Declining Profit 

The gross profit as a percent¬ 
age of capital employed which 
was more than 12 per cent in 
1974-75, fell to 10.8 per cent 
in 1975-76 and further to 7.3 
per cent in 1976-77, according 
to a study (covering seven 
leading manufacturers of tyres) 
made by the research bureau 
of the Economic Times. The 
combined gross profits of 
seven leading manufacturers 
of tyres dropped from Rs 14.84 
crores in 1975-76 to Rs 5.04 
.crores in 1976-77. The worst 
affected was Inchek Tyres 
whose loss rose from Rs 33 
lakhs in 1975-76 to Rs 3.56 
crores in 1976-77. Premier 
Tyres had a nominal profit of 
Rs 25 lakhs in 1976-77 as aga¬ 
inst the profit of Rs 2.90 crores 
in 1975-76. The profit of Good 
Year was reduced to almost 
one-fourth from Rs 3.65 
crores in 1975-76 to Rs l.OO 
crorc in 1976-77. Madras 
Rubber incurred a loss of 
Rs 85 lakhs in 1976-77 as 
against the profit of Rs 1,75 
crores in 1975-76. Cent Tyres^ 
however, improved its profit 
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Rs 1.79 crores In 1975>7fi 
to|Rs''1.99 crows in 1976-77. 
Mi^ Rubber reduced its loss 
Rs 3.37 crores to Rs 2.19 
orates, while Dunlop had a 
national drop in profit iirom 
Rs 8.31 crores to Rs 8.39 
crores. On balance, it is safe 
to assert that despite the three 
exceptions, the tyre industry 
in .general fitted badly in 
1976-77. 

The profitability of the tyre 
units can be maintained only 
if along with the rise In costs, 
the sale prices can also be 
raised. But this has not hap¬ 
pened because the government 
has all along forced the com¬ 
panies to restrain any increase 
in price The selling prices of 
tyres were pegged at the 


Noven^ 1968 level until 
April 1974. But by that time, 
the demand recession had 
alwady jiit the market and the 
tyre prioM were decontrolled. 
Some adjustments in prices 
were made in 1974 and 1975 
but in 1976 and 1977, selling 
prices remained unchanged 
because of the insistence of 
the government in this regard. 
With selling prices stationary 
and no control on the prices 
of either raw materials or 
wages, the decline in profita¬ 
bility could be the only out¬ 
come. 

Early this year, the tyre 
manufacturers collectively de¬ 
cided to raise the tyre prices 
by 10 per cent. They had kept 
the ministry of Industry m- 


llSiilned about'''^e desperate 
situation that they were fac¬ 
ing, and also about their re¬ 
solve to raise prices On Apnl 
26 this year, when this ques¬ 
tion came up in Lok 
Sabba, Mr George Fernandes, 
the minister for Industry, 
is reported to have told 
members of parliament that 
the recent decision of the tyre 
manufacturers to raise the 
prices of their products was 
not only a clear breach of 
their promise to the MRTP 
Commission but it also ran 
counter to the government’s 
declared policy of not allow, 
ing unwarranted increases in 
prices of agricultural goods 
and industrial products He 
also said that the government 


saw no prime fai^i^casein 
favour of upwatfl revision 
tyre prices. He conceded that 
there had been some increase 
in the prices of synthetic 
rubbers, reclaimed rubber, cot¬ 
ton, pigments and chemicals, 
fuel and power, but the in¬ 
crease in the prices of these 
raw materials had been more 
than covered by the substanti¬ 
al drop in the prices of natural 
rubber and also the fall in 
interest rates Again, the de¬ 
mand for tyres in the recent 
months has picked up leading 
to reduction in inventories 
which implies a reduc^ finan¬ 
cial burden. 

Whether the industry raised 
the tyre prices in collusion 
with the government or not 


Table II 

Production of Automobile Tyres 


(in *000) 


Year 

Giant 

Motor 

car 

Motor cycle 
& scooter 

Tractor 

Aero 

A.D.V. 

Off-the 

road 

Total 

1960 

919 

343 

98 

49 

3 

49 

3 

1465 

1961 

979 

473 

110 

48 

3 

72 

6 

1692 

1962 

1070 

518 

121 

56 

8 

91 

7 

1872 

1963 

1244 

548 

133 

43 

16 

85 

8 

2078 

1964 

1238 

689 

164 

74 

14 

94 

9 

2284 

1965 

1364 

762 

227 

94 

10 

117 

8 

2583 

1966 

1404 

723 

224 

90 

12 

119 

8 

2580 

1967 

1507 

755 

213 

93 

10 

120 

7 

2706 

1968 

1851 

860 

414 

149 

9 

145 

9 

3438 

1969 

2078 

969 

581 

177 

8 

193 

9 

4015 

1970 

2093 

965 

•603 

186 

7 

176 

10 

4041 

1971 

2364 

1148 

678 

228 

14 

212 

15 

4659 

1972 

2392 

1296 

708 

280 

16 

269 

16 

4978 

1973 

2487 

1280 

709 

286 

13 

250 

18 

5043 

1974 

2713 

1262 

802 

309 

10 

281 

18 

5395 

1975 

2880 

950 

1065 

367 

12 

273 

18 

5564 

1976 

2724 

913 

1484 

422 

14 

277 

18 

5853 

1977 

3069 

998 

1270 

470 

16 

343 

13 

•6180 


*Provisional. 
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is not «lMr from tbe debate 
in the tM SiM^ha. Wfafle the 
repKseaUtives of industry 
have indicated that the miius- 
ter for Industry had been kept 
informed, Mr Fernandes has 
categcnically refuted the case 
of the industry for a rise in 
prices. Anyhow, let an inde¬ 
pendent agency such as the 
Bureau of Industrial costs and 
Prices look into it and give its 
verdict. It is hoped that the 
in depth study undertaken by 
the bureau will throw suffici¬ 
ent light on the various 
aspects of this question. 

Outstanding Facts 

Two facts do stand out in 
so far as the operations of 
the tyre manufacturers during 
the current year are concern¬ 
ed. First, the 10 per cent hike 
in tyre prices is likely to give 
a boost to their sales realisa¬ 
tions. Since the decision has 
been taken by the manufac¬ 
turers collectively without any 
exception (even Modi Rubber 
has fallen in line), it is not 
likely to alter the sales pat¬ 
tern. Second, the railways 
have put up a rather poor per¬ 
formance during the past one 
year and wagon shortage has 
hit some industries. This has 
given a shot in the arm to the 
road transport Industry. Con¬ 
sequently; the tyre industry 
is expected to improve its per¬ 
formance in the current year 
in relation to the preceding 
one. 

Another factor which is 
anticipated to brighten up the 
balance sheets of the tyre 
manufacturers during the cur¬ 
rent year is the fall in 
inventories. The Industry 
minister, Mr George Fernan¬ 
des. had dropped a hint in 
this regard in Lok Sabha 
while discussing the affiirs of 
this ittdtistxy. But the tyre 
deMsn have not overcome 


their iiilfideni|^; ibr^the^ past 
three years eu|n though they 
have not forgo^en the late 
sixties and the -f^ly seventies 
when they efl||^yed fabulous 
premiums on s^. However, 
once it is establisbed that the 


tSMumd f(u tjms is pifkiiig 
o^.lhe retailers will dlso build 
htventunes and the pro: 
daiotion of tyres during thq 
ournuit year may rise to at 
least seven million tyres. 

The tyre industry is a divid* 


new unitsr-IiirtKii, 
Apollo-^mye adebajk 
in racise -duty by 25 pet cent 
sinoe 1976 whi<di has .pet fruUe 
bundled them together ae. a 
separate .pressure groi^. This 


5DFTROE 

the car tyre with 
the widest body- 
the deepest tread 





















DtITTMBN 

for heavy duty, 
tong diatance travel. 



J.iC Industries Ud. 

3, Bahadur Shah Zalar Mug, 
New Delhi 110 OOS.' 
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pnoeaiiiM will lost till Man^ 
it tm. How will ^ese new 
lUits fare once this'lncentive 
to witlidrawa? While Modi 
Rnhbor has already exceeded 
thd ixroduction capacity of 
600,000 tyres and is trying to 
find oot other alternatives to 
be able to ccnnpete, the otha 
two ai^ are still not able to 
raise fNroduction to the rated 
capacity, if their performance 
during the current year follows 
the pattern set in 1977, then 
the government may have to 
extend the excise relief so as 
to prevent these units from 
collapsing. Not unexpectedly, 
the older units are campaign¬ 
ing desperately that this dis¬ 
crimination in excise duty 
should not be extended any 
further. In particular. Premier 
Tyres and Good Year Tyres 
are afraid that continuation of 
this discrimination would lead 
them to the disastrous path 
currently being traversed by 
Incbek Tyres. 

Raising Capacity 

One of the ways out of the 
present difiScuit position of 
the tyre manufacturers is to 
raise the capacity of each unit 
up to a million tyres a year, 
barring those which have 
already attained that capacity. 
The economics of scale thus 
derived would make the pro¬ 
duct c<jmpetitive but the moot 
question is if each unit having 
capacity of less than a million 
tyres laised it to this viable 
level, the total availabiUty of 
tyres would be much more 
than the market could absorb. 
Even in 1983, the total de¬ 
mand for tyres to not expected 
to be more than 1C million 
tyres which the existing plants 
do possess ahready. Many of 
the units even after expansion 
will be forced to utilise only 
a part of the capacity, making 
their balance sheets once again 


unsavoury. Of course, in this 
keen otHiaq)etitiott,the consumer 
whose interests have been neg¬ 
lected for a number of years, 
stands to benefit. Not only 
will he be able lo purchase 
the best tyie in the market 
but also he will not be called 
to shell out any premium on 
its purchase. 

Come what may, some of 
the tyre manufacturing units 
have decided to go ahead and 
expand their capacities. Modi 
Rubber has a sanctioned capa¬ 
city of 400,000 tyres a year 
but last year its production 
was more than 600,000 tyres. 
As stated earlier, the rules 
permit a unit to raise produc- 


l|pn hp 25 pflt'cent ;vithout 
Adding any additional equip¬ 
ment. How Modi Rubber nas 
achieved an increase of more 
than 50 per cent in production 
without adding to its capacity 
to praiseworthy but, may be, 
against the rules set by the 
government in this regard. 
Another company which has 
decided to proceed with its 
expansion programme to Ceat 
tyres. An industrial licence in 
this regard had been received 
by the company in 1976. 
Undeterred by thepresent not. 
vety-happy state of the tyre 
industry, the company has 
taken the decision to embark 
upon the expansion program¬ 
me. Mr P.A. Nanalwala, 

Table III 

Tyre MannfiictariBg Capacity 


chaumim of Ceat,1>r«^ is oi 
the viw that the cxpwiwior 
luxigiamrae would entaif an 
expenditure of Rs 5.40 crores. 
Had the approval of the ex¬ 
pansion programme not been 
delayed due to the tardy 
clearance under the Urban 
Land Ceiling Act, the cost of 
the expansion programme 
could have been much less. 
The proposed expansion of 
the plant by 200,000 tyres and 
tubes is expected to ^ com¬ 
pleted by the end of the next 
year. The output of tyres by 
Ceat in 1977 was 955,000; the 
expansion scheme will thus 
raise its capacity well above 
the viability limit of a million 
tyres. 


(in ’000) 


Unit 

Existing 

capacity 

Expansion 

licence 

Total 

Production 
in 1977 

1. Ounlop (S) 

1141 


1141 

1043 

2. Danlop(A) 

580 

200 

780 

784 

3, Firestone 

1100 

— 

1100 

657 

4. Ceat 

850 

160 

1010 

953 

5. M.R.F,(M) 

610 

390 

lodo 

339 

6 . M.R.F. (Goa) 

400 

400 

800 

196 

7. Goodyear 

600 

— 

600 

584 

8 . Incbek 

300 

200 

500 

128 

9. Premier 

300 

300 

600 

227 

10. Modi 

400 

— 

400 

610 

11. J.K. 

400 

— 

400 

213 

12. Apollo * 

400 

— 

400 

101 

Total 

7081 

1650 

8731 

5836 

1. Unicom 

168 


168 

_ 

2. Tanfort 

200 

— 

200 

— 

3. Falcon 

300 

— 

300 

234 

4. Jaysree 

180 

— 

180 

— 

Total 

848 

— 

848 

234 
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usersof 

Firestone car tyres 
are smiling 





Some months ago, we put an 
improved car tyre on the mar¬ 
ket. We didn't tell motorists 
about It, we didn't charge 
extra. Buyers have found out 
for themselves that it lasts 
longer 

When a crisis hit the car tyre market, 
we didn't pull off the road In fact, we 
drove harder making our car tyre 
better, improving it for more impressive 
performance It doesn't took different 
because the tread design is the same 
But improvements like extra rubber on 
the shoulders have helped to increase 
mileage Economy when economy is 
needed most. 




Gettmg better by the year. For 77 years. 
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i Interview : V. K. Modi 


Viability at one million tyres 


The tyre industry has been passing through a difficult 
period since 1074. The malady it is suffering from Is 
production outpacing demand. Modi Rubber among 
the three new units (the others being JK and Apollo) 
has however done extremely well. In this interview 
with S. P. Chopra, senior assistant editor of Eastern 
Economist^ Mr. V. K. Modi, managing director of Modi 
Rubber Ltd., gives a description of the measures taken 
by the management which have put their unit in a 
leading position in this trouble-torn Industry. He also 
pleads for a review of the licensing policy keeping in 
view the present state of the tyre industry. 

Q. Market circles have indi¬ 


cated to me that Modi tyre 
today is on top. it enjoys the 
highest preference rating \ only 
when Modi tyre is not avail¬ 
able, the consumer ask^ for 
another brand. Will you ex¬ 
plain how this situation has 
been brought about? I know 
there must be many reasons for 
this achievement hut can you 
indicate the three most im¬ 
portant factors which have 
been responsible for thh suc¬ 
cess! 

A. This chief reason for 
our success is the emphasis 
on the quality of our product 
which has been brought about 
by proper planning. But 
before 1 elaborate that point, 
let me give you some back¬ 
ground information. 

We were approached by 
the government in 1968 to 
set up a tyre plant. In those 
days there was a severe 
shortage of tyres in the 
country. The shortage was 
so severe that tyres fetched a 
premium of 100 to 200 per 
cent. 

At that time seven tyre 
manufacturers were operating 


in the country out of which 
four belonged to the multi¬ 
nationals. It was our assess¬ 
ment at that time that the 
foreign companies were in 
total command of the tyre 
market in our country. 
The tyres of these multina¬ 
tionals alone fetched the 
above-mentioned premium. 
At that time they were res¬ 
ponsible for 80 per cent of 
the production of tyres in the 
country. Consequently, the 
growth rate of these multi¬ 
nationals was much faster 
than that of the Indian com¬ 
panies. In order to keep the 
Indian manufacturers happy, 
the multinationals evolved a 
scheme for sale and distribu¬ 
tion which benefited the 
Indian companies. It means 
that they had ^common dea¬ 
lers and common retailers If 
a dealer refused to lift the 
production of an Indian 
manufacturer he was black¬ 
listed for the sale of the 
tyres of foreign companies. 
In this way, a situation akin 
to a cartel was developed. 

The total understanding 
between the tyre companies 


(both Indian and foreign) per¬ 
petuated the shortage, bene¬ 
fiting the manufacturers as 
well as the dealers and re¬ 
tailers. We were approached 
for the settingup a new tyre 
plant because the government 
was desirous of breaking this 
monopoly. We decided to 





Mr V. K. Modi 

go ahead with the plan to 
set up a tyre manufacturing 
unit. 

We sought an efficient col¬ 
laborator so that we could 
get the best possible technical 
know-how which could com¬ 
pete with those who held the 
Indian market. We entered 
into a collaboration agree¬ 
ment with Continental of 
Federal Republic of Germany. 

Technology alone is not 
enough in making a good 
tyre. The planning of the 
plant is a major factor in 
turning out a product which 
can compete with the brands 
which hold sway over the 


market. After thorough plan¬ 
ning of the plant, comes 
quality consciousness. In the 
initial stages, we had faced 
difficulties. Our plant which 
was estimated to cost Rs 18 
crores ended up with a 
total cost Rs 32 crores. How¬ 
ever, we did not join the car¬ 
tel of the existing manu¬ 
facturers of tyres. We set 
up our own retailing machi¬ 
nery. When we entered the 
market, for the sale of our 
tyres ^he premium on tyres 
had completely vanished con¬ 
sequent upon the hike in oil 
prices and the drop in demand 
for road transport. Compe¬ 
tition was fierce and we realis¬ 
ed that we could survive in 
the market only through a 
better product. 

We have a system of quality 
audit in our plant. For the 
first time in this country this 
audit system has been intro¬ 
duced in a tyre producing 
plant. Independent inspec¬ 
tors report direct to the 
management about the quali¬ 
ty of the product and they arc 
very senior people. 

Of the three important 
reasons responsible for mak¬ 
ing Modi tyres a success, the 
most important is efficient 
planning of the plant (coupl¬ 
ed with the selection of a 
competent collaborator) fol¬ 
lowed by cost conscious¬ 
ness, and extreme care in 
making arragements foi 
marketing the product. 
The marketing , technique 
was intensive in charac¬ 
ter. The sales staff strength 
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i$ as much as 4^0 persons* 
There are 30 s^Ies 4e 
spread all over tW<iount: 
Then there is the service en¬ 
gineering department An 
eiTort is made by our sales¬ 
men to contact the consu¬ 
mers and any complaint 
lodged ivith thehi is promp¬ 
tly looked into. In the initial 
stages there were some comp¬ 
laints about the quality of 
our product and a number 
of tyres were returned. The 
company honoured this com¬ 
mitment and replaced tyres 
of less than the highest quali¬ 
ty. At no stage was there any 
compromise on quality. As 
stated by me earlier, Modi 
Rubber did not join the sales 
cartel which the multination¬ 
als and the Indian companies 
had set up in regard to the 
sale of tyres in this country. 

Modi Rubber charted its 
independent selling course. 
For some time, the cartel 
of other manufacturers conti¬ 
nued but later on, through 
the intervention of the MRTP 
authorities, it was dismantled, 
Ihe cartel is no longer in 
operation currently. In the 
initial stages Modi Rubber 
did face difficulties because 
it was a question of one pro¬ 
ducer against the cartel of 
seven producers but ultimate¬ 
ly, our superior product and 
better service scored over the 
other manufacturers. 

Q. Granted that you are quality 
conscious but it also implies 
the use of best possible inputs 
which must increase your cost 
of manufacture. Does it mean 
that a part of the concession in 
excise you received as a new 
unit in 1976, was utilised 
in the inputs for the tyre so as 
to have a quality which far 
exceeds that of the brands aU 
ready beinff marketed by your 
competitors! 

A. Even in bad times, Modi 
Rubber did not compromise 
on quality. Raw materials 


alone do not jgo to make a 

)od inal product. If you 
^compare the' cost of raw 
materials per unit tyre in the 
case of Modi Rubber with 
that of other units, you will 
find that MecI Rubber is 
spending as mudh or a little 
less on raw materials and 
other inputs. This is clear 
from a study of our balance 
sheet in conjuction With any 
other balance sheet. 

If you visit our factory, 
you will find that it is entirely 
dust-proof, incidentally this 
is the only tyre manafacturing 
unitin the country which is 
dust-proof. It has solid 
concrete roof. In the case 
of many other lyre manufac¬ 
turing factories—including 
those belonging to the multi¬ 
nationals—the presence of dust 
in the area particularly during 
the dust storms, tends to reduce 
the quality of the tyre. Modi 
Rubber has a sealed plant. 
When plans for setting up 
this plant were chalked out, 
even the financial institutions 
which made us* available a 
part of the capital, objected 
to the setting up of such a 
sealed industrial unit. But 
we convinced them that the 
dust-proof unit alone could 
produce good tyres which ul¬ 
timately would win over a 
creditable place in the tyre 
industry of the country. This 
forms a part of the good 
planning which I indicated a 
little while ago. 

The process of tyre manu¬ 
facturing starts with the mix¬ 
ing of the ingredients in a 
scientific way. The presenqp 
of any unwanted ingredient 
can spoil the product. In the 
case of a tyre, there are 30 to 
35 compounds to be mixed. 
Their homogeneous mixing 
and absence of foreign matter 
is essential for the manufacture 
of a good and .reliable pro¬ 
duct. We have a mixing 


^patlment which is run hy 
a computer. It certainly im¬ 
proves the quality of the pro¬ 
duct. The use of the com? 
pater in no way reduces the 
employment of labour but 
it does bring in an element 
of csffldency. 

Q. May I repeat the question: 
how did you utilise the excise 
rebate which you received from 
the government! 

A. The basic reason for the 
government to let us have a 
rebate in excise duty was the 
stupenduous capital cost of 
our plant as against the older 
plants in whose case not only 
the capital cost was lower but 
the bulk of it had already been 
written off through annual 
depreciation charges. If you 
examine our balance sheet for 
1976-77, you will see that we 
have provided a sum of seven 
crores of rupees by way 
of depreciation alone. The 
other companies which were 
set up in the early 1960s, 
are either paying very low 
royally or almost no royalty 
at present. Modi Rubber has 
to pay royalty at the rate of 
two per cent partly because 
the technology is new and 
modern and partly because we 
have only recently started 
making these payments. So 
this is also a big load on the 
new unit. Our depreciation 
and royalty costs thus come 
to around eight crores of 
rupees a year. Companies of 
the same size established in the 
1960s have to make similar 
provisions of not more than 
R$ 2 to 2.5 crores. It means 
that Modi Rubber in com¬ 
parison^ with other companies 
has to make additional pro¬ 
visions for these costs which 
range between five and six 
crores of rupees every year. 

If the elements of cost of 
Modi Rubber and Ceat are 
compared after ignoring inte¬ 
rest on borrowings, deprecia¬ 


tion and royalty charges, it 
will be found thU 
Rubber is more economical 
than Oeat because its cost is 
only 88 per cent of the total 
as against 92 per cent in the 
case of Ceat. Our cost of raw 
materials per unit is the same 
as in the case of Ceat. Our 
administrative costs are lower. 
These figures clearly point to 
the fact that the rebate in ex¬ 
cise duty given to Modi Rub¬ 
ber is not being used for put¬ 
ting any costly or additional 
raw materials in the manufac¬ 
ture of its tyres. Modi Rubber 
has given an undertaking to 
the government that the excise 
rebate will not be utilised for 
creating unhealthy competi¬ 
tion with the old manufac¬ 
turers of tyres. 

Q. Next year when the excise 
rebate will he withdrawn by the 
government, how will you be 
able to maintain the financial 
affairs of Modi Rubber? This 
excise rebate was available to 
you for meeting such costs as 
interest on capitaU royalty pay- 
meats to collaborators and 
depreciation charges on plant 
and equipment. In the absence 
of the rebate in excise duty, 
the balance sheet of Modi Rub^ 
her should look different. How 
do you propose to meet this 
challenge? How and where will 
you economise in expenditure to 
retain your premier position in 
the market? 

A. When the excise rebate 
will be withdrawn after March 
31, 1979 our financial position 
will have improved consider¬ 
ably. For instance, the interest 
charges which we have been 
paying so far will be substan¬ 
tially reduced. This will be 
due to the fact that we have 
already been able to liquidate 
a significant part of the 
loans which we had contrac¬ 
ted. 

Let me refer to your earlier 
question which you had raised 
about the cost of inputs and 
other raw materials. 1 have 
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be||^ me a study wliidii ccau* 
points tile peifbniuaioe of Modi 
Ri^beir sad that of Oeat. 
Modi Rubber’s turnover is 
Rs 70 aores and that Ceat 
is Rs 74.66 croret; so Ceat’s 
turnover is only six per cent 
hijher than that of Modi 
Rubber. The number of tyres 
that we have made is much 
lower than that of Ceat. It 
means that we are having a 
higher yield on each unit of 
sale. 

In the case of raw materials, 
our cost is 70 per cent of our 
total sales, which is also the 
percentage in the case of Ceat. 
It means that we are not using 
the excise duty for putting any 
additional inputs or raw 
materials in our product. This 
conclusively proves that Modi 
Rubber is not making use of 
the excise rebate for putting 
any additional quantities of 
raw materials in its tyres. 

The cost of inputs in the 
case of Modi Rubber is lower 
than that of Ceat implying 
that the availability of excise 
rebate has not made Modi 
Rubber extravagant or less 
efficient. The bulk of the con¬ 
cessions has been utilised, as 
stated earlier, in meeting 
obligations in regard to depre¬ 
ciation, royalty and interest 
on loans. The provision 
for depreciation in the case 
of Ceat is less than half of 
that of Modi Rubber. This 
also applies to royalty and 
interest on loans. We have to 
pay not less than Rs 76 lakhs 
by way of royalty while Ceat 
has not paid even a single 
paisa in this regard. 

In order to meet the chal¬ 
lenge of the withdrawal of 
excise rebate a number of 
stq>s are being taken. First, 
the productive capacity of the 
unit is being enhanced; where¬ 
as the licensed capacity of the 
unit is 400,000 tyres, we actu¬ 
ally produced mote than 


600,000 tyres dving 1976-77. 
This is in itself an achieve¬ 
ment—to be able to produce 
50 per cent more than the 
installed capacity. One thing 
is dear; the sanctioned capa¬ 
city of our plant is not econo¬ 
mically viable if excise rebate 
is not made available to it. 
So two options are open. 
Either the government con¬ 
tinues this rebate for the next 
two years or it permits the 
unit to be expanded to what 
should be termed as a viable 
size at one million tyres a year. 
We have represented to the 
government that the capacity 
of our unit should be raised 
to a million tyres a year. Not 
only our unit but other new 
units also should be allowed 
to expand to the capacity of 
one million tyres a year. At 
that level, the economies of 
scale will be able to cover the 
additimial costs such as depre¬ 
ciation, royalty and interest 
charges. As stated earlier, the 
excise rebate is mainly to help 
the new units in meeting the 
stupendous depreciation and 
interest charges. 

The case is made out by the 
govmnment that currently the 
licensed capacity in the coun¬ 
try is sufficient to meet total 
demand by 1983. The present 
installed capacity of the units 
is around 8.5 million tyres. 
Letters of Intent have been 
issued to a few other parlies 
whose total strength is more 
than three million lyres. 

It is estimated that the 
installed capacity of tyre units 
in this country in 1982-83 
should be around 11.4 million 
tyres. Production in that case 
would be around 10 million 
tyres. In the last two years, 
the growth in the tyre industry 
has been extremely modest. 
There are two major reasons 
for this sluggishness in the 
growth rate in tyre manufac¬ 
ture in this country. It was in 
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197|iUiif tfael^iaoil pciMs 
bK |tlie tfBnqwdt imliuby 
8dv|neiy. Now after more 
thafl! four years, there are 
siga$ of stabQity in the trans¬ 
port industry. Second, during 
the emergency the railways 
had become extremely effi- 
dent which had also aiTected 
the traffic offered to the 
truckers. Oace again the in¬ 
dustry has started experienc¬ 
ing stortage in the availability 
of railway wagons. This has 
naturally diverted some traffic 
to the road transport industry. 
It means that the failure of 
the railways has benefited the 
road transport industry. 

During the last threemonths, 
there has been a spurt in tra¬ 
ffic offerings to the road trans¬ 
port industry and consequently 
in the demand for tyres for 
the trucks. Even the demand 
for trucks is brisk and accord¬ 
ing to unofficial sources, there 
IS a premium of Rs 10,000 on 
a TELCO truck. Until six 
months ago, TELCO was find¬ 
ing it difficult to dispose of all 
us production. This demons¬ 
trates the rapid change in the 
economy. If the growth rate 
m road transport from 1972 to 
1974 is projected, ignoring the 
intervening >ears, the demand 
will rise to 10 miUion tyres by 
1982-83. The government’s 
argument is that capacity has 
already been Ucensed up to 
11.4 milUon tyres. New units 
have been given letters of 
intent or licences for setting 
up capacity equivalent to 3.2 
million tyres annually. Also 
some of the eusting units 
have been allowed to expand 
their capacity. These licences 
for expanding capacities were 
given in the year 1973-74 when 
there was a shortage of tyres 
in the market. In fact, the 
government was offering 
licences to vdiosoever came 
forward for thispuiitose, 

1 am of the view that the 
whole policy of licensing of 


tyre cuqtaeity needs to be 
reviewed—.not only in respect 
Of new liomoes but also in 
regard to those who have been 
given licences to expand. There 
are some existing manufac¬ 
turers who bold licences for 
expansion but have no pro¬ 
gramme to expand their manu¬ 
facturing capacity. Even the 
licences for new units are only 
paper licences because the 
holders of these licences have 
no policy or programme for 
settingup the units. Today a 
plant having a capacity of 
400,000 tyres a year needs 
capital outlay of Rs 45 crores. 
Unless the government forces 
them to go ahead and estab¬ 
lish new plants without con¬ 
sideration of costs, these 
licensees are not likely to make 
any move in this regard. That 
is why all the new licensees 
are just holding their licences. 
When these licensees approach 
the financial institutions for 
funds, they are asked to ex¬ 
plain the viability of their 
units in view of the high capi¬ 
tal cost of the plant. None of 
them is in a position to satisfy 
the financial institutions. 
Therefore, the existing licences 
should be re-allocated so that 
only those parties are allotted 
additional capacity who can 
within the existing framework 
achieve expansion in capacity 
In my view Modi. J.K. and 
Apollo are the only units which 
can accomplish this task; also 
they have plans to do so. It 
will assist each one of these 
units to expand their capacity 
from 400,000 tyres to a million 
tyres in the next three to four 
years. In order to expand 
Modi Rubber capacity to a 
million tyres a year, the capi¬ 
tal required will be much less 
than the capital required fora 
new unit. For instance, as 
stated earlier the capital cost 
of a plant of edacity 400.000 
tyres will be Rs 4S crores 
whereas the same capacity can 


beadbieved at one-fourth df 
this cost by our unit. Modi 
Rubber can add an additional 
capacity of 400.000 tyres 
annually at a cost of 10 to 12 
crores of rupees. 

There are only three com- 
4 >anies which are being given 
25 per cent rebate in excise. 
These companies should be 
given a chance to become 
viable at an installed capacity 
of a million tyres a year. The 
remaining capacity may be 
allotted to a limited number 
of manufacturers so that this 
country may have a small 
number of viable units instead 
of having a large number of 
nonviable units. 

Q If means that you are opti¬ 
mistic about 1979 and 1980 
only on the basis of the hope 
that the government will allow 
you to expand your capacity 
because then only will your unit 
be economically viable after the 
withdrawal of rebate in excise 
duty? 

A. We are finding ways and 
means to become viable in 
other ways also. If the excise 
rebate is withdrawn without 
permitting expansion in capa¬ 
city, it will be a difficult task 
to make both ends meet. But 
we ore planning to take cer. 
tain measures which will help 
us to reduce the losses. We are 
trying to convert our capacity 
foom all rayon to all nylon 
tyres. Also, we are trying to 
import new technology i.e. 
steel radial technology. This 
is a technology which has not 
^een imported into this coun¬ 
try so far. Apollo has announ¬ 
ced steel-belted tyre. However, 
all over the world the most 
successful tyre is a steel radial 
tyre. Our collaborators have 
already made a mark in this 
regard. Modi Rubber has pre¬ 
sented a proposal to the 
government in regard to the 
manufacture of all steel radial 
tyres. That will enable our 
unit not only to sell sucqpss- 
ftdly in this country but also 


to export tyiw- BeeewN^ <ff 
lower rolling redstanoe ht the 
tyre, the effioienqy of the truck 
goes up by about 10 per cent. 
In a way, the use of such tyres 
will be very economical for 
the country as it will reduce 
the consumption of fuel by 10 
per cent. It gives 60 to 70 per 
cent extra mileage. We are also 
investigating if any further 
balancing of our equipment 
can be done so as to make the 
unit more efficient. With these 
changes, we may be able to 
break even, but the real answer 
to the challenge which faces us 
is the permission to expand 
our capacity. 

Q. During the last seven years 
what has been your accumulated 
performance in terms of profit 
and loss? 

A. The first four balance 
sheets of Modi Rubber Limited 
covered the construction period 
i.e. when the factory was still 
coming up. So any losses in 
those years cannot be called 
working losses. The latest three 
balance sheets therefore cons¬ 
titute the real working balance 
sheets of the company. 

The performance of Modi 
Rubber has improved signifi¬ 
cantly year after year. The 
accumulated profit is still 
minus; it means the perfor. 
mance of the last seven years 
in terms of profit and loss 
is still a loss. Out of the 
accumulated loss of Rs 7.4 
crores, Rs 4.5 crores is in 
regard to investment allow¬ 
ance. Normally, the invest¬ 
ment allowance can be provid. 
ed for in the year a company 
makes a profit but we have, 
under legal advice, made a 
provision for it even though 
we have made a loss. Thus, 
the working loss is of the orde 
ofRs 2.7 crores only, whicb 
we are sure to wipe out during 
the current year. 'There is nc 
difficulty about that. Takini 
all factors into consideration 
the company has done well. 
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RBI to Invest 
Abroad 

The Reserve Bank of India 
has been empowered to invest 
India's foreign exchange reser¬ 
ves abroad in various new 
ways to earn better returns 
than at present. A bill passed by 
'Lok Sabha on May 8, amends 
the Reserve Bank of India 
Act, 1934, enabling RBI, 
among other things, to open 
gold accounts abroad, invest 
in foreign securities guaran¬ 
teed by a foreign government, 
open accounts with foreign 
branches of Indian banks and 
invest in the shares and secu¬ 
rities of international or re¬ 
gional banks or financial 
institutions formed by foreign 
governments or principal cur¬ 
rency authorities. 

The enactment also enables 
RBI to give loans in foreign cur¬ 
rencies to scheduled banks and 
certain specified financial insti¬ 
tutions to help them purchase 
foreign exchange from the 
Reserve Bank for financing 
import of capital goods and 
other approved purposes. 

Central Excise 
Procedure Simplified 

In order to mitigate the 
difficulty to asscssees and also 
as a measure of simplification 
of the central excise procedure 
the government has decided to 
do away with the prior approval 
of price list before an assessee 
can undertake clearances laid 
in rule 173’C of the Central 
Excise Rules except in certain 
cases. 

An assessee can henceforth 
clear the goods after filing a 


price list without waiting for 
its" approval, except in the 
following categories of cases ; 

(a) Sales to or through a 
related person; 

(b) Clearances for captive 
consumption; 

(c) Clearances for free dis¬ 
tribution; 

(d) Other clearances which 
do not involve sale to a 
non-related person. 

Exemption for 
Small Manufacturers 

To save smaller manufac¬ 
turers the trouble of maintain¬ 
ing records and complying 
with central excise formalities 
even where no central excise 
duty is payable, government 
has substantially widened the 
scope of the exemption from 
licensing control. 

Units manufacturing goods 
which are fully exempted are 
being exempted from licensing 
control. Units manufacturing 
fully exempted excisable goods 
from duty paid raw materials 
or without the aid of power 
have also been exempted from 
observing licensing formali¬ 
ties. 

In the case of commodities 
which are exempted from the 
whole of the duty of excise on 
the basis of the value of clea¬ 
rances in a financial year, a 
relaxation from licensing con¬ 
trol has now been given where 
the clearances of such units 
remain without 80 per cent 
of the excemption limit under 
the relevant notification. It is 
only if they reach 80 per cent 
of the said exemption limit 
that they will have to obtain 


a oentrat excise licence and 
observe all the centra excise 
formalities. Such exen^ted 
units will only have to give 
simple annua] declaration in 
the prescribed fonn. 

Rural Electrification 
Schamu for Rajasthan 

Tbe Rural Electrificatioo 
Coiporation has sanctioned 36 
rur^ electrification schemes 
for Rajasthan for 1977-78 with 
a total loan assistance of 
Rs 14.32 crores. Out of these, 
30 schemes are for electrifica¬ 
tion of 1,SSI new villages and 
energisation of 10,630 agricul¬ 
tural pumpsets in the 17 dis¬ 
tricts of Alwar, Bharatpur, 
Bhilwara, Bikaner, Chhitor- 
garh, Churu, Dhungarpur, 
Jaipur, Jalore, Jhunjhunu, 
Jodhpur, Nagaur, Pali, Swai 
Madhopur, Sikar, Ganganagar 
and Udaipur. 

Giving this information in 
Lok Sabha on April 10, the 
Energy minister added that 
two schemes are for setting 
up workshops for repair of 
damaged transformers linemen 
training centre and four are 
for system improvement/power 
factor rectification. 

Pump Industry 
DivursKies 

During the last two decades, 
our pump industry has 
registered a growth of almost 
400 per cent, giving a yearly 
growth of about 26 per cent. 
This was stated by Mr R.R. 
Bareja, president, Indian 
Pump Manufacturers’ Associa¬ 
tion while addressing the 
27th annual session of the 
associatiem recently held in 
New Delhi. The um'ts register¬ 
ed with the DOTD have an 
installed capacity of 5,00,000 
pumps per annum as against 
the licensed capacity of 
7,00,000. The capacity uti¬ 
lisation is thus of the order 
of 60 per cent per annum. 


Besides, tiie units in die oiga. 
ttised leotor, thue are about 
500 manufacturers of pumps in 
the medium and small-scale 
sectors. 

Speaking on the export 
performance of the industry. 
Mr Bareja, said that the 
pump industry had ven¬ 
tured into the highly com¬ 
petitive overseas market and 
the industry had achieved an 
appreciable level of export 
which was increasing steadily 
year after year. During 
1976-77 the export performance 
of the industry was Rs 7.65 
lakhs. 

HTL Electronic 
Typewriter 

Hindustan Teleprinters has 
developed a production model 
of an electronic typewriter 
which will be available in the 
home market within the next 
two or three years. 

The model which HTL is at 
present developing is a smaller 
and a more compact electric 
typewriter. It would cost 
around Rs 2500 like a normal 
typewriter. Its braille type¬ 
writer for the blind was now 
being tested. The country 
would need about 10,000 of 
these annually, Dr Seethara- 
man, HTL’s chairman said. 

Since its inception the HTL 
had marketed as many as 
65,000 teleprinters. It had 
reduced the price from 
Rs 7,000 to Rs 5,300 in 1970 
and held the price at that 
level for four years. Dr 
Seetharaman claimed that even 
the present price of Rs 6,400 
was less than half of the price 
of a comparable imported 
machine. 

Indian teleprinters were 
being exported to about 25 
countries but the overall 
quantum of exports is a mere 
firaction of the production as 
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to iave my jattMrt on indi* 
gmloiiwicw. 

yo«r, pvodactioa 
dropped to 6,120 printets, 
aro^ below the target, became 
of ' aoA*avai]ahility of raw 
material. Prodootion is slated 
for 8,000 printers in the 
current year, he said. 

Caitti and 
HPC Margad 

Caltex has been merged 
with Hindustan Petroleum 
Corporation. A notification 
to this efiSsot was issused by the 
Company Law Board on 
May 9. 

to a writ petition, filed by 
the Caltex employees on April 
28 in the Bombay High Court, 
it was sought that the status 
quo should be maintained. 
But the central government 
contested this condition and 
the petitioner thereafter did 
not press the claim. The 
hearing for the admission of 
the writ is fixed for this month. 
But before the writ is taken 
up for admission the Company 
Law Board has issued orders 
as a result of which Caltex 
stands merged with IPC. 

Banks Cut CDS 
Interest Rats 

The interest to be paid by 
banks on the deposits made 
with them by income-tax pay¬ 
ers under the Compulsory 
Deposits Scheme (Income-tax 
Payess) Act, 1974, has been 
cut from March 1, 1978. The 
banks have brought down the 
interest rate from 10 per cent 
earlier to nine per cent, and 
accordingly^ the interest paid 
to the depositors for 1977-78 
has been at the higher rote of 
10 per cent for the first 11 
months and at nine per cent 
for the last month. 

According to the banks 
which collect these d^osits 
under the scheme, the act itself 
has provided for the rate at 


sridcliJiiMrasthai to be paid 
m thcM deposits. Where at 
any time after a deposit is 
m^ by or leeovmed firom the 
d^sitor there is an increase 
or reduction in the bank depo¬ 
sit rate Interest in respect of so 
much of the period as falls 
after the first day of the 
month immediately following 
the month in which the bank 
deposit rate is increased or 
decreased shall be calculated 
at the rate so increased or 
reduced. 

Incbuk Taken Over 

The centre has taken over 
the management of Calcutta- 
based Inchek Tyres under the 
IDR Act for five years with 
effect from April 13. An olfi. 
cial notification said the com¬ 
pany was being managed by 
the previous management m 
a manner highly detrimental 
to public interest. Seven of the 
nine-member board of direc¬ 
tors of Inchek Tyies Limited 
have been dismissed by the 
Industries ministry. The re¬ 
maining two are government 
nominees 

The newly constituted five- 
members board of Inchek Tyres 
is headed by Mr J. I. Mehta, 
chairman of National Rubber 
Manufacturers Limited which 
has also been recently taken 
over by the centre. Mr Mehta 
was the general manager of 
Union Carbide. 

Inchek Tyres, with a share 
capital of Rs 3,00,80,000 in- 
curied a loss of over Rs 3 56 
crores in 1975-76. The deficit 
in the company's operating 
results for the year ended June 
30, 1977 was over Rs 2.38 
crores. 

The take-over of the mana¬ 
gement came when the com¬ 
pany was on the verge of 
closure with about 1,400 
workers on its roll. The 
extremely poor' capacity utili¬ 
sation of the company did not 


allow the previous manage- 
nent even to take advantage 
of its collaboration agreement 
with B.F. Goodrich of the 
USIA during the past three 
years. Banks and financial 
institutions nearly stopped 
advancing credit. The IRCI 
disbursed a special loan of 
Rs 24 lakhs in December last 
to cover the cash loss exclud¬ 
ing interest. Within a year, 
the government had ordered a 
second investigation into the 
aJibirs of the company. 

First Gold Auction 

The Reserve Bank received 
in all 429 bids up to May 3, 
1978 in its first auction for 
sale of gold from government 
stock. Out of the 416 valid 
bids, 229 were accepted. The 
total quantity of gold awarded 
to the successful bidders was 
4,92,600 grammes. The prices 
quoted by the successful 
bidders ranged from Rs 620 
to Rs 663 per 10 grammes. 
Successful bidders hailed from 
different parts of the country. 

Several bidders failed to 
a'tach bankers’ cheque as 
required by the invitation to 
bid, R^resentations were 
received for relaxation of this 
condition for want of clarifica¬ 


tion. Thb Bonk dpokfod to 
relax this condition tcgardhig 
bankers’ cheques drawn on 
the Reserve Bank of India in 
view of this being the first gold 
auction and the possibility of 
a genuine misunderstanding of 
the condition. Accordingly, 
all kinds of cheques, drafts, 
etc., drawn payable to the 
Reserve Bank have been 
accepted. 

At the time of going to 
press, standard gold continued 
to be firm at Rs 700 per 10 
grammes in spite of the proxi¬ 
mity of the second gold auction 
on 16th. It will be two to three 
days before the results of the 
auction are known, the response 
to the second auction is expected 
to be better than to the first 
one. The pressure of seasonal 
demand will 'Continue for the 
next three weeks and prospects 
of the price of the yellow metal 
coming down are not rated high. 

The minister for Finance, 
Mr H.M. Patel, on May 10 
turned down a demand to sus¬ 
pend official gold sales. The 
plea was made by some of the 
members at the meeting of the 
parliamentary consultative 
committee for the ministry of 
Finance. According to them 
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such &ale$ would beneiit only a 
few gold dealers. Moreover, 
despite the gold sale, the price 
of gold had gone up. Mr Patel 
told the members that the 
government had carried out 
only one auction so far and it 
was therefore too early to 
judge the advisability of the 
operations. He wanted the 
members to wait and see. 

Vanaspati 

Manufacturers' Meat 

At the annual general meet* 
ing of the Vanaspati Manu¬ 
facturers Association, its chair¬ 
man, Dr N.C.B. Nafh expres¬ 
sed concern at the crisis in oil 
supply position which has 
been brewing for sometime. 

He said that during tJie last 
25 years our yields of oilseeds 
have been near stagnant with a 
Jess than 0.9 per cent increase. 
In some cases there has been a 
decline. On the contrary, rising 
incomes and larger demand 
for oil with inelastic supply had 
led to shortages and to higher 
prices. Consumers in the last 
few seasons had to make 
do with le.ss and also pay high 
prices. 

The chairman said that the 
government had resorted to the 
soft option to solve the oil 
supply problem through im¬ 
port. This, he said, solved some 
problems but addetl many 
more. When a commodity 
gels used to easier way of 
adding supplies somehow the 
edge of the need for larger 
internal production gets blunt¬ 
ed- This should not happen, 
ho said. 

One of the reasons for poor 
oilseed productivity, according 
to Mr Nath,was the small sums 
spent on oilseeds research. In 
ihe first three five year Plans we 
had spent onecroreof rupees 
on research. In the fourth and 
fifth Plans it had increased to 
four crores of rupees which 


woilcs out to 5 Itikht per 
year per cropM^read over 17 
million hectarei and varying 
agro-climatic conditions. 

The industry^ Mr Nath said, 
had been involved in agricul¬ 
tural research and extension 
in the last 15 years. In de¬ 
monstrations over 27,000 hec¬ 
tares the industry had esta¬ 
blished that a 40 per cent 
increase in yields of some 
oilseeds was possible. He 
felt that the farmer was recep¬ 
tive to the new varieties and 
package of practices, whether 
they be in cereals, cotton or 
oilseeds. What needed was con¬ 
sistent elTort on the required 
scale. He said that from 
February this year industry 
had voluntarily contributed 
Rs 25 per tonne of imported 
oil allotted for a fund for agri¬ 
cultural research and extension. 
This would work out to about 
one crore of rupees a year. 

The chairman pleaded for 


the xecoQ^deratidn tint in* 
cidenoe of indirect taxes. Not 
taking into account the cascad¬ 
ing effect on vanaspati, this 
amounted to Rs 1.40 a kilo; 
competing products like re¬ 
fined oil had an incidence of 
32 paise. It was only 20 paise 
for edible oil, he said. 

50% Quota Resarveil 
for Handlooms 

In a bid to give fresh boost 
to the export of liandloom 
garments, the government has 
decided to reserve SO per cent 
of the next half year's (July- 
December 1978) garment 
quotas for the exporters of 
handloom garments. The 
authorities had earlier decided 
to allocate the garment quotas 
surrendered during the first 
half of the current year to 
handloom garment exporters 
on a preferential basis. 

The new garment policy 
announced by the government 


aI(K> iiulciM ft idlpiiaBmfr 4(0^ 
ture from the corraitpoiit^iq 
more than one mpeot. The 
authorities have dcGtdbd not 
only to raise the floor price iiir 
dififerent gaments bat also to 
fix the price on the basis of 
category. 

The policy also proposes 
to raise the quantum of 
earnest money before allocat¬ 
ing under the lirst-come-first- 
served basis for nadymade 
goods. For the allotment of 
quotas against firm contracts, 
the government will now insist 
for the pcrfonnance bond cal¬ 
culated at 10 per cent of the 
f.o.b. value. This is done to 
eliminate the bogus elements 
in the trade which daring 
early this year cornered the 
garment quotas for speeulatitm 
and trading. Besides, the 
government has asked the Cot¬ 
ton Textile Export Promotion 
Council (TEXPROCIL) to 
manage the distribution of the 
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FICCI Drawing up 
Mndel ST Law 

Tbe Federation of Indian 
Chamben of Commerce and 
jndnatry liae decided to work 
out a model tales tax law for 
the eoniideration of the 
(oveinment to achieve a degree 
of uoiformity among states. 
The decision was taken at the 
two-day meeting of its standing 
advisory committee which con¬ 
cluded in Calcutta on May 12. 

The iHfOgramme of work for 
1978*79 was also finalised 
which will include a specific 
programme for accelerated 
development of small and 
village industries. The meeting 
also expressed concern over 
the takeover of the manage¬ 
ment of an industrial unit by 
the Kerala government on the 
grounds that there was a strike 
there for about five months or 
so. 

Exports to Franco 
Riso 

Our exports to France during 
1977 rose to Rs 2,620 million 
as compared to Rs 1,890 
million in 1976 registering an 
increase of 38.6 per cent. 
Trade with France has also 
recorded a surplus in our favour 
in 1977 

The substantial bike in 
export earnings was achieved 
mainly due to the increase 
of exports of silver, readymade 
garments and oil cake. Leather 
was the only item amongst 
the major commodities export¬ 
ed to France which recorded a 
dedine of 9.7 per cent in the 
export earnings during 1977 
over 1976. 

The total value of our im¬ 
ports from France decreased 
.to Rs 1.440 miUi<m in 1977 
Cram Rs 2,050 millicm in 1976, 


reoordisg a decUnt of 29.8 
per cam. The major items of 
imports are engineering goods, 
edible oils, steel, diemicals 
and aeronautical equipment. 
In 1976 this country had im¬ 
ported foodgrains worth 
Rs 540 million and three civil 
transport aircraft firom France, 
Since these imports were not 
Treated in 1977, the total 
value of imports came down. 

On the other hand, the im. 
port of edible oils, which was 
worth Rs 303 million in 1977, 
registered a sharp increase 
by 14 times over the import 
of Rs 22 million in 1976. The 
import in steel, electrical engi¬ 
neering items and chemicals 
also recorded a rise by over 88 
per cent, 40 per cent and 39 
per cent respectively over the 
imports in the previous year. 
In the case of mechanical 
engineering items, however, 
the value of imports in 1977 
decreased by 9.5 per cent. 

Tie-up for Fishing 
Vessels 

There is tremendous scope 
for technical collaboration 
between British shipbuilders 
and our shipyards for 
building fishing vessels in this 
country. This is the predomi¬ 
nant impression held by u 
British team of shipbuilders 
which had visited the country 
recently. The leader of 
the British mission, Mr A. 
MacDonald, stated at a news 
conference that Britain could 
offer consultancy service to 
Indian shipyards in building 
fishing vessels. Britain had 
developed highly advanced 
technical expertise for the fish¬ 
ing industry. 

Mr MacDonald said the 
mission had visited Calcutta, 
Bombay, Madras and Cochin 
to study the requirements of 
the Indian shipping industry. 
West Bengal and Tamil Nadu 
had shown interest in the set- 


tint ^ oi^tminiiig centres and 
GODeifftancy services with the 
assistance of British experts. 

In Kerala and Maharashtra, 
there could be frultfhl coopera¬ 
tion at the technic level. 

Ms MacDonald felt there 
was scope for India buying 
some fishing trawlers from 
Britain and later manufacturing 
the same in this country with 
British help. Processing and 
distribution of fish and fish 
I»oducts was another field 
where Britain could help India. 
Mr MacDonald said during 
talks the mission had with 
different shipping interests 
in this country, it had studied 
requirements of our shipping 
industry in regard to commer¬ 
cial sales of fishing vessels. The 
mission also studied the possi¬ 
bilities of having joint ventures 
with Indian .shipping industry. 

Industrial Licensing 

Despite the new liberalised 
industrial licensing policy, the 
reservation of items for the 
public sector under schedule 
A of the original industrial 
policy resolution will continue. 
According to a press note 
issued by the Industry minis¬ 
try on May 12 it will not be 
open for any entrepreneur in 
the private sector to set up ma¬ 
nufacture of any of those items 
without a licence in conse¬ 
quence of the provisions of 
exemption. 

The press note among 
other things says that on 
the recommendations of the 
Study Group on Industrial 
Regulations and Procedure, 
government has decided to 
exempt industrial undertakings 
from obtaining industrial 
licences if their proposed 
investment in fixed assets in 
land, building, plant and 
machinery for effecting subs¬ 
tantial expansion or for manu¬ 
facturing of new articles does 
not oxceed Rs 3 otores sifibgect 


to- certain eondiriens. The 
limit (ff Rs 3 crores shall 4q>Iy 
to one or more activities 
whether single os taken 
together or whether in one or 
more stages. As regards quali¬ 
fying for exemption in respect ' 
of foreign exchange require¬ 
ments for raw material, com¬ 
ponents and the like specified 
in the press not* and in the 
notification an undertaking 
would qualify if the proposed 
investment does not require 
foreign exchange per year in 
excess of 10 per cent of the 
ex-factory value of the annual 
production arising from such 
investment or Rs 25 lakhs 
whichever is less for the import 
of raw materials. 

Greater freedom 

In regard to undertakings 
which would not require any 
industrial licence under the 
new policy a simple procedure 
of registration with the techni¬ 
cal authorities will be follow¬ 
ed. It will be obligatory for ail 
industrial undertakings exemp¬ 
ted from licensing to get them¬ 
selves registered with the 
appropriate technical authori¬ 
ties concerned as prescribed 
in the notiheation of April 26, 
1978. Government expects that 
the new licensing policy will 
ensure greater freedom and 
opportunity for entrepreneurs, 
particularly sinail and me¬ 
dium groups and the newer 
industrialists and would bring 
about an accelerated rate of 
industrial growth. 

Names in the News 

Mr Satya Narayan Sinha, a 
senior Janata member fram 
Bihar, has been renominated 
chairman of the Estimates 
Committee by Lok Sabha 
qieaker. The speaker has also 
appointed Mr P. V. Narasbnhan 
Ran (Cong-I) as thq Chairman 
of the Public Accounts Com. 
mittee. 
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AFFAIRS 


Aihok Leyland 

ASHOK Lbyland is going ahead 
with its expansion programme 
aimed at raising the capacity 
to 10,000 vehicles per annum. 
Last year the company incur¬ 
red capital expenditure of 
Rs 2.32 crores on this account. 
Meanwhile, the management 
is ccmtemplating the possibility 
of further expansion. The com¬ 
pany has also secured an in¬ 
dustrial licence for the manu¬ 
facture of industrial marine 
engines to 1.50 numbers per 
annum by way of substantial 
expansion. ICICI has provided 
the required foreign currency 
loan to cover the imports of 
plant and machinery required 
for the expansion programme. 

The company has recently 
introduced two new models, 
a passenger vehicle and a 
haulage vehicle with a gross 
vehicle weight of 13 tonnes. 
Both the models have been 
well received in the market. 
The research and develop¬ 
ment activities of the company 
continue to keep abreast with 
sophistication in technological 
developments. The company 
has now no collaboration 
arrangement with British 
Leyland. 

During 1977 the compay 
produced 7842 vehicles, as 
against 10,586 in the preced¬ 
ing 15 months Even though 
there had been disruption of 
regular supply of critical com¬ 
ponents, the overall sales of 
chassis and spare parts has 
been satis&ctory. Total sales 
amounted to Rs 95.65 crores 
compared to Rs 127.48 crores 
for the previous 15‘month 


period. The cosogiany showed 
a profit before tax of Rs 12.77 
crores against Rs 13.96 crores 
last year. Net profit amounted 
to Rs 5.37 crores (Rs 6.52 
crores). The directors have 
decided to again pay a dividend 
of 18 per cent as was paid for 
the I S-month period. 

S.l. Viscose 

South India Viscose has 
raised the equity dividend 
from 9 per cent to 10 per cent 
for 1977. According to the 
preliminary figures, the gross 
profit is lower at Rs 4.56 
crores in 1977 against Rs 4.87 
crores in the previous year. 
Provisions include: deprecia¬ 
tion Rs 2.88 crores (Rs 2.37 
crores), investment allowance 
Rs 98 lakhs (Rs 38 lakhs) and 
taxation nil (Rs 1.30 crores). 
Dividends will absorb Rs 73.50 
lakhs (Rs 66.15 lakhs). 

Phillips Carbon Black 

The profit margin of Phillips 
Carbon Black is underpressure 
following the sharp increase 
m prices of feedstocks. Though 
the company’s production in¬ 
creased by about 14 per cent 
to 41,000 tonnes and sales to 
Rs 20.57 crores in 1977 from 
Rs 17.89 crores, its pretax pro¬ 
fit showed only a marginal 
increase to Rs 4.82 crore from 
Rs 4.79 crores. 

The prices of feedstocks 
were raised by about 25 per 
cent in December last, and 
the management was able to 
pass on only a small part of 
the cost increase by raising 
prices of some of the grades 
of Carbon Black recently. 

The fortunes of the company 


an tied wldithe tyie indiutiy. 
It tqiects to show intprove- 
mentin its peEfbimance wiidi 
the sustained increase in the, 
production of tyres, and deve- 
topanent of the automobile 
indttstiy. 

The company's chairman, 
Mr K.P. Goenka, feels that 
the level of development we 
have in India warrants a 
growth rate of at least 10 per 
cent for tyre industry. Mr 
Ooenka believes that incentives 
should be offered to the tyre 
industry in order to reestablish 
itself on a sound footing. The 
output of tyres increased by 
about 7.1 pit cent and con¬ 
sumption of all types of rubber 
advanced by 5 4 per cent dur¬ 
ing 1977. 

Sandvik Asia 

Sandvik Asia is actively 
implementing its expansion 
and modernisation programme. 
The total cost of the pro¬ 
gramme is Rs 2 85 crores, of 
which Rs 1 07 crores had been 
spent till the end of May 1977. 
Most of the imported machi¬ 
nery has arrived. In accordance 
with the dilution formula, the 
company has offered this year 
rights equity shares exclusively 
to Indian shareholders to 
finance a part of the expansion 
programme. After issue of such 
shares, the shareholding of 
Sandvik AB, Sweden, will come 
down to about 55 per cent of 
the total paid-up equity capi¬ 
tal. 

Mr N S. Phataiphekar, 
chairman of the company said 
in his statement that the kind 
of situation which prevailed in 
1977 would not repeat—the 
company has reduced the equity 
dividend from 20 to 12 per 
cent—and there is every hope 
of the company declaring 
higher dividends as the com¬ 
pany’s expansion and modern 
nisation programmes are com¬ 
pleted and the benefits thereof 


tato elhot. Tbe llgUMi 
offered this jiw wainaklbr 
a pro rata dividend ftem thi 
date of allotment. 

Dbaraniti Moraiji 

Dharamsi Monuji Cfamical 
Company did well in 1977. 
Production, sales and profits 
were higher than in 1976. The 
outlook for the current year is 
considered promising Aocor- 
ding to the figures given by 
the chairman at the annual 
meeting production, sales and 
turnover in the first quarter of 
the current year are higher 
than in the same period of last 
year. The total turnover for 
January-April 1978 is placed 
at Rs 736.89 lakhs against 
Rs 637.93 lakhs in the same 
period last year, representing 
an increase of about 1.5 per 
cent. 

Swadeshi Polytax 

Swadeshi Polytex has pro¬ 
posed to maintain a total 
equity dividend of 15 per cent 
for the year ended September 
1977 with the announcement of 
the final distribution of seven 
percent. Its operations reveal a 
marked impact of the changed 
marketing conditions in re¬ 
spect of polyester fibre. Al¬ 
though the company’s produc¬ 
tion was 5,053 tonnes against 
5,090 tonnes in the previous 
year, the value of sales drop¬ 
ped by 15 per cent from Rs 42 
crores to Rs 35.70 crores, re¬ 
flecting a fall in price realisa¬ 
tions. Consequently the gross 
profit has dropped by as much 
as 53 per cent from Rs 5.31 
crores to Rs 2.50 crores. The 
ratio of gross profit to sales 
has fallen from 12.6 per cent 
to seven per cent. Out of the 
gross profit depreciation claims 
Rs 1.27 crores (Rs 1.26 crores) 
and investment allowance re¬ 
serve Rs 1.20 lakhs (Nil) leav¬ 
ing a net profit of Rs 1.11 
crores against Rs 4.05 cfoies 
in the previous year. A sum 


BASntN K!<M4O1I0T 


1000 


MAY 19, 1978 



lakiis (l4il) has been 
translpredio special lesenne, 
Rs 5'lakhs (Rs IS lakhs) to 
ddbeittiifie redeiaptioa reserve 
and Its 43 lakh* (Rs 90.96 
lakhs) to reserves. 

Gantrd Elsetrodas 

OMieral Electrodes and 
Ei]iupment has sofiBsred a 
setback in its working 
during 1977. Sales have come 
down from Rs 2.13croresin 
1976 to Rs 2.08 crores in 1977 
and the gross profit from 
Rs 25.05 lakhs to Rs 12.36 
lakhs. After providing Rs 2.39 
lakhs (Rs 2.26 lakhs) for de¬ 
preciation Rs 14,154 (nil) for 
investment allowance and 
Rs 5 lakhs (Rs 12.40 lakhs) 
for taxation and after some 
adjustments, a sum of Rs 
22,000 (Rs 5.44 lakhs) has 
been transferred to general 
icserve No. 1. Equity dividend 
has been reduced from 15 per 
cent to 12 per cent which will 
absorb Rs 3.S5 lakhs (Rs 4.44 
lakhs). 

Housing Oovolopmont 
Finance Corporation 

A novel scheme to promote 
housing in the country has 
been initiated by the Housing 
Development Finance Cor¬ 
poration Ltd to provide cheap 
loans on the lines of societies 
m Britain and the USA with 
special benefits for sharehol¬ 
ders. 

The mam object of the com¬ 
pany is to provide institution¬ 
al facilities for meeting the 
neetls of people for long-term 
loan finance on moderate 
terms for construction,purchase 
and ownership of residential 
houses in urban and rural 
areas all over India. It will in 
general seek to facilitate in¬ 
dividual ownership of apart¬ 
ments and houses. It will also 
seek to provide for the needs 
of that section of the com¬ 
munity which is not in a 


positimi to own bousing but 
only rent it. The company 
will also consider, where ap. 
propriate, developmeat of 
housing estates on its own, 
directly or as agent for any 
otlmr party, which could pro¬ 
vide mass dwelliDgs for low 
and middle inewne families. 
The company may also pro¬ 
vide funds for construction 
of offices, shopping centres, 
nursing homes and other 
amenities which go with hous- 
ing schemes. 

The company may, in due 
course, promote local housing 
agencies on the basis and pat¬ 
tern determined by it in order 
to expand its operations as 
widely as possible. Besides 
Bombay, it proposes to open 
offices in New Delhi, Calcutta 
and Madras. 

R^ayment Arrangements 

The company ptoposes to 
lend against the assets to be 
financed and/or any other 
security to the satisfaction of 
the company. The extent of 
loan per bonower will be 
determined in accordance with 
the rules framed by the com¬ 
pany from time to time. The 
repayment of loans may be 
spread over different periods 
depending upon the earning 
capacity of the borrowers and 
other factors and may not ex¬ 
ceed 20 years. 

The company has been pro¬ 
moted by the Industrial Credit 
and Investment Corporation 
of India. The company pro¬ 
poses to raise initially a capital 
of Rs 10 lakhs through equity 
share of which 600,126 shares 
worth Rs 2,25,03,150 have 
already been issued, subscribed 
and paid-up. The company 
has offered to the public 
399,874 equity shares of 
Rs 100 each for cash at par. 

Equity shares of Rs 50 lakhs 
have been kept reserved for 


oj^' fo IFCW which has 
agMed in principle to sanction 
a line ot credit of $ 4 million 
aad negodations of the terms 
of the investment and ancil- 
laiy agreements in respect 
thereof are pending. 

In addition, 50,000 equity 
shares of Rs 100 each have 
been reserved for offer to His 
Royal Highness The Aga Khan 
and/or Fondation Aga Khan, 
Switzeriand, or other body 
corporate controlled by him. 

Food Sgecialitits 

Food Specialities has stepped 
up its equity dividend from 15 
per cent to 20 per cen* for 1977 
in the wake of substantially 
improved results. While sales 
improved modestly from 
Rs 20.35 crores to Rs 20.37 
crores, the gross profit has 
risen strikingly from Rs 84.25 
lakhs to Rs 120.04 lakhs. 
After providing Rs 35 44 lakhs 
(Rs 36.80 lakhs) for deprecia¬ 
tion, Rs 20.40 lakhs (Rs 20.71 
lakhs) for taxation, Rs 21 
lakhs (nil) for investment 
allowance reserve and making 
other adjustments, there is a 
surplus of Rs 43.20 lakhs 
against Rs 36 35 lakhs in the 
previous year. Equity dividend 
will claim Rs 36.98 lakhs 
(Rs 27.25 lakhs). After writing 
backRs 69.81 lakhsfrom depre¬ 
ciation, a sum of Rs 74 lakhs 
(Rs 8.60 lakhs) has been trans¬ 
ferred to the reserves. Sales in 
the first four months of the 
current year have increased 
sharply to Rs 10.75 crores. 
The Controller of Capital 
Issues has revised the terms 
of the rights shares. The com¬ 
pany has been accorded con¬ 
sent to issue right shares at a 
premium of Rs 2 50 per share 
in the ratio of six shares for 
every five held. Earlier, it had 
proposed a one for one rights 
issue. Indian shareholders hold 
567,135 equity shares in the 
company. After the rights 


issue, there be will a balance 
of 19,438 shares whkit will be 
offered to those Indian share¬ 
holders whose holding is less 
than 25 shares after the 6 for 5 
ri^ts Issue. Besides, the com¬ 
pany has been allowed to issue 
at its directors* discretion 
32,865 equity shares to Indian 
residents, mostly to relatives 
of the employees. 

A.P. Carbidts 

A new Rs 6.23 crore calcium 
carbide project is being set up 
at Kallur near Kamool 
(Andhra Pradesh). A joint sec¬ 
tor company, Andhra Pradesh 
Carbides, will implement the 
project, which will initially 
have an installed capacity of 
27,000 tonnes per annum. The 
company holds an industrial 
licence for manufacturing 
33,000 tonnes per annum of 
calcium carbide. 

The process of the manufac¬ 
ture of calcium carbide will be 
electrothermal process. This 
process has been used for pro¬ 
duction on commercial scale 
ail over the world. The electro, 
thermal process using submer- 
ged electric arc furnace has 
several advantages over the 
low shaft kiln for the produc¬ 
tion of calcium carbide of 
commercial grade purity. 

The furnace and the main 
plant is to be imported from 
the USSR. The erection of the 
plant and machinery is expect¬ 
ed to be completed by Novem¬ 
ber 1978 If all goes well, com¬ 
mercial production is expected 
to start by the end of this 
year or early next year. Taking 
into consideration the general 
demand for calcium carbide 
and the supply position, the 
company does not envisage 
any difficulty in marketing its 
products. 

The capital outlay is propos¬ 
ed to be met by share capital 
(Rs 2.14 crores), rupee term 
loans (Rs 325.50 lakhs). 
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foreign currency loUns (Rs $.20 
lakhs), deOirred credit from 
plant supplies (Rs 62.30 lakhs) 
and a central subsidy (Rs IS 
lakhs). The company proposes 
to make a public issue of 10,49 
lakh equity shares of Rs 10 
each at par shortly. 

Vicjloria Mills 

Victorial Mills has been 
able to show a satisfactory 
result for 1977, in spite of 
increase in cost of production 
without any corresponding 
increase in selling prices of 
cloth, higher cotton prices and 
restrictions on power consump¬ 
tion. It was able to maintain 
production by supplementing 
the public supply of power 
with its own generation. 

During 1977 the company’s 
sales increased from Rs 10.08 
crores to Rs II .60 crores and 
gross profit from Rs 91.33 lakhs 
to Rs 1.10 crores. Net surplus 
was also higher at Rs 38.52 
lakhs (Rs 31.49 lakhs). The 
directors have recommended 
an equity dividend of 18 per 
cent on an enlarged capital 
which together with the usual 
payment on preference capi- 
tal will require Rs 14.65 lakhs 
(Rs 10.32 lakhs). The value of 
exports was of the order of 
two crores of rupees as against 
Rs 2.24 crores previously. The 
company added capital assets 
of Rs 31 lakhs during the year. 

J.K. Synthetics 

According to the prelimi¬ 
nary statement of J.K. Syn¬ 
thetics, sales of the company 
has risen by 5.4 per cent h:om 
Rs 106.39 crores in 1976 
to Rs 112.19 crores in 1977. 
With the grose profit rising by 
56 per cent from Rs 11.27 
crores to Rs 17,60 crores, the 
ratio of gross profit to sales 
has improved from 10.6 per 
cent to 15.7 percent. Alloca¬ 
tion include, depreciation 
Rs 3.87 crores (Rs 3.86 crores), 


investment allowance Rs 61.22 
lakhs (Rs 2M lakhs) and 
taxation Rs 5.50 crores (Rs 
3.25 crores). This shows that 
there has bean an all round 
improvement in its working 
results for 1977. Sales, profits 
and margins all are higher 
than in the preceding year. 
Equity dividend has been 
maintained at 15 per cent and 
nearly covered by over five 
times by the year’s earnings. 
After adjustments, a sum of 
Rs 7.50 lakhs (Rs 10 lakhs) 
has been transferred to capital 
redemption reserve and Rs 5.21 
crores (Rs 2.62 crores) to 
general reserve. Dividends 
will absorb Rs 1.35 crores 
(same as last year). 

Mahindra Ugine 

Mahindra Ugine Steel Co 
has maintained the equity 
dividend at 14 per cent for 
1977, despite a setback in its 
working during the year. Sales 
declined from Rs 16.50 crores 
in 1976 to Rs 14.32 crores in 
1977 and ihe gross profit from 
Rs 3.08 crores to Rs 2.22 
crores. After providing Rs 72.58 
lakhs (Rs 68.42 lakhs) for 
depreciation, Rs 11.25 lakhs 
(Rs 15.50 lakhs) for invest, 
ment allowance and nil (Rs 86 
lakhs) for taxation the net pro¬ 
fit works out at Rs 138.29 lakhs 
(Rs 17.71 lakhs). Equity and 
preferencedividends will absorb 
Rs 57.50 lakhs (same as last 
year). A sum of Rs 7.50 lakhs 
has been transferred to special 
reserve and Rs 29 lakhs 
(Rs 67.46 lakhs) to general 
reserve. The balance of 
Rs 100.74 lakhs has been car¬ 
ried forward. 

The operations of the plant 
were'inhibited due to the con¬ 
tinuance of power cut of 30 
per cent up to April 30, which 
remained at 20 per cent throu¬ 
ghout the remainder of (he 
year. The sales turnover would 
have been higher by about 


Ra 80 laklis bad there been 
stonaal working during Ai^il 
vAnoa the operations of the 
phint remained suspended for 
17 days due to a strike. < 
The substantial expannon 
of the alloy steel plant has 
reached an advanced stage as 
imported plant and equipment 
as well as major items of in¬ 
digenous source have already 
arrived at site. The integrat¬ 
ed operations from the addi¬ 
tional facilities which are be- 
ing created under the expan¬ 
sion scheme are expected to be 
completed by mid 1979'resul¬ 
ting in substantially higher 
output and turnover during 


NoriCE is hereby given that 
the Nineteenth Annual General 
Meeting of the Shareholders of 
the Company will be held on 
Tuesday, the 20th June, 1978 
at 4-00 P.M. (S.T) at Birla 
Matushri Sabhagar, 19, Marine 
Lines, Bombay-400 020 to 
transact the business as con¬ 
tained in the Notice dated 24th 
April, 1978 which together with 
the Explanatory Statement re- 
latinjg to the relevant business 
specified therein is being post¬ 
ed to all the members individu¬ 
ally at their registered ad¬ 
dresses. 

Notice is also hereby given 
pursuant to Section 154 of the 
Companies Act, 1956 that the 
Register of Members and 
Transfer Books of both Equity 
and Preference Shares of the 
Company will remain closed 
from 24th May, 1978 to 10th 
June, 1978, both days inclusive. 

By order of the Board of 
Directors 
M K. Jain 
Secretary 

Bombay, 

Dated the 24th day 
of April, 1978 
Notes : 

(A) A MEMBER ENTHLED 
TO ATTEND AND VOTE 
IS ENTITLED lO APPO¬ 
INT A PROXY TO 


1979. During the decade 1968- 
1977, the comgeity’s MJic^ steel 
plant at Khqpoli has produced 
about 2.S0 lakh toaaca of 
finished alloy and special sleel 
which resulted in substantial 
savings in foreign exchange. 

Tblrmnalai Chtmieals 

Thinimalai Chemicals, whidi 
commenced production of 
phthalic anhydride in 1976, 
has reported good results for 
1977 and hopes to achieve 
further improvement in its 
working this year. The com¬ 
pany had a sales turnover of 
Rs 3.11 crores for 1977 and 
earned a gross profit of 


ATTEND AND VOTE 
INSTEAD OF HIMSELF 
AND THE PROXY 
NEED NOT BE A 
MEMBER. 

(B) The dividends on the 
Equity and Preference 
Shares as recommended 
by the Directors, when 
sanctioned at the Annual 
General Meeting, will be 
made payable on and after 
29th June, 1978 to those 
shareholders whose names 
stand on the Register of 
the Company a.s on 10th 
June, 1978 to whom divi¬ 
dend warrants will be 
posted. 

(C) Members desiring to file 
Tax Exemption Certifica¬ 
tes issued by the Income- 
tax Ofiicer/Statements in 
Form No. 14B (in dupli¬ 
cate) under the first pro¬ 
viso to Section 194 of the 
Income-tax Act, 1961 are 
requested to forward the 
same to reach the Com¬ 
pany’s Registered Office on 
or before 10th June, 1978 
in order to g^ the divi¬ 
dend without deduction of 
tax at source. 

(D) Shareholders are request¬ 
ed to intimate to the Com¬ 
pany changes, if any, in 
their registered addresses. 


Hindustan Aluminium Corporation Limitod 

Regd. Office: CENTURY BHAVAN, Dr. Annie Beeant Road, 
Bombay-400 025 
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t.78 lakbs ag^nst a toss 
ofRy 2.58 lakhs oil sales of 
Rs M4 crones for 1976. The 
com|iany*s net profit for 1977 
amounts to Rs 13.47 lakhs 
against a loss of Rs 34.95 
lakhs after providing Rs 37.69 
lakbs (RS 32.37 lakhs) for 
depreciation. Its aggregate 
deficit totalled R$ 20.38 lakhs 
at the end of 1977. 

The company’s production 
during 1977 was considerably 
affected because of the shor¬ 
tage of raw materials and 
severe power cut. The plant 
had to shut down for about 
two months due to technical 
problems. Consequently, the 
aggregate production totalled 
only 3,560 tonnes against the 
installed capacity of 7,500 
tonnes. Also, the price realisa. 
tion for phthalic anhydride 
during the later pari of the 
year was lower on account of 
recession in demand and the 
consequent stiff competition 
both from imported material 
and indigenous manufacturers. 
There has however been con¬ 
siderable improvement in the 
working of the company with 
the recent ban on imports of 
phlhalic anhydride and ade¬ 
quate availability of law mate¬ 
rials following liberal imports. 
The company's plant is cur¬ 
rently working at full capacity 
and the directors hope that 
canditioi.s will be more lavou- 
rablc during the second half 
of 1978. 

Kamani Metals &* 
Alloys 

Kamani Metals and Alloys 
Ltd, a leading manufacturer 
of non-ferrous semis and 
copper and copper-base alloy 
rolled products, which has two 
units at Kurla (Bombay) and 
Bangalore (Karnataka), indeed, 
has turned the corner during 
tjie last three years. Its 
production registered an incre¬ 
ase of 12.7 percent in 1977 


over the previous year’s output, 
wh'di in itself was higher by 
47 per cent as compared to the 
production in 1975. The total 
sales of the company, inclusive 
of conversions, registered an 
increase of 6.2 per cent last 
year. In the previous year, 
they had gone up by 15.4 per 
cent. As against a loss of 
Rs 47.76 lakhs, after providing 
for depreciation, in 1975, the 
company earned a profit of 
Rs 24.85 lakhs in 1976 and as 
much as about Rs 37 lakhs in 
1977. After providing for 
nearly Rs 12 lakhs on account 
of additional payments to 
staff and workers in respect of 
the year 1976, the profit after 
depreciation in 1977 works 
out to approximately Rs 25 
lakhs. 

Widening the Base 

Besides improved manage¬ 
ment, two major factors which 
have contributed to the reco¬ 
very of the company include 
widening of the market base 
with greater emphasis on cater¬ 
ing for the requirements of the 
industrial/national sector and 
the development of products 
for defence. Better manage¬ 
ment techniques have resulted 
in a good deal of economy and 
operational efficiency; thp wor- 
king capital requirements are 
being well regulated. Nearly 
30 per cent of the company’s 
told! production currently aims 
at catering for the requirements 
of the priority sectors like 
defence. This percentage has 
grown significantly during the 
last three years as a result of 
adherence to strict time-sche¬ 
dules for supplies and quality 
standards. 

The industrial relations have 
also improved considerably, 
but due to the labour turmoil 
in Bombay early this year, 
there was some setback in this 
regard. The situation, how¬ 


ever, is stated to have impro¬ 
ved again. 

Jbx company has plans to 
instal a continuous casting 
machine to enable it to im¬ 
prove its product-mix further 
so that it can re-enter the 
export market for sophisticated 
products. The Industrial 
Finance Corporation is said to 
be considering a proposal for 
making available term-loan 
assistance for this purpose. 
The company has also been 
granted permission to import 
a Mill for the manufacture 
of thinner materials. This too 
will help the export effort. 

The company may go in for 
a public issue after the publi¬ 
cation of its 1977 balance 
sheet. The management is 
looking forward to the future 
with optimism. 

Camphor and Ailiad 
Products 

Camphor and Allied Pro¬ 
ducts had produced 374.7 ton¬ 
nes of camphor in the first 
four months of the current 
year compared to 337.4 ton¬ 
nes in the same period last 
year. The production of some 
other products like isoborne 
oil, Isobomyle acetate and 
capolyle resins was also higher 
during the period. The com¬ 
pany marketed during the 
period 391 tonnes of camphor 
against 329 1 tonnes in the 
same period of 1977. The 
total turnover was higher at 
Rs 2 10 crores against Rs 1.83 
crores. The company pro¬ 
poses to embark upon a pro¬ 
ject to manufacture menthol 
based on its own technology. 

The chairman, Mr Jayant 
Dalai, however cautioned the 
shareholders at the annual 
meeting that this happy 
situation was likely to 
be reversed in the la^er 
part of the year, be- 
cause through iibersalisation 
of imports of camphor some 


400 to 500 tonnes of camphor 
might be imported this year. 
This was bound to affbet the 
company’s working adversely. 
The company had already re¬ 
presented to the government 
to reconsider its decision in 
regard to the import of cam¬ 
phor. particularly in view of 
the fact that the indigenous 
installed capaciiy was in a 
position to meet the ftill 
demand of the market. 

Bayer's Rights Issue 

Bayer (India), which had 
sought the permission to issue 

26.500 equity shares of Rs 100 
each at a premium of Rs 100 
each as rights shares to the 
Indian employees and Indian 
shareholders has been allowed 
by the Controller of Capital 
Issues to is$u6 9,000 shares of 
Rs 100 each at a premium of 
Rs 100 each to Indian 
employees with a limit of 20 
shares per employee and with 
a stipulation that these shares 
will not be sold by them for 
two year, and the balance 

17.500 shares to be sold to 
the Unit Trust of India. Those 
shares which are not taken up 
by the company’s employees 
have also to be offered to the 
UTL These shares are being 
issued to bring down the 
foreign shareholding from 
52.73 per cent to 51 per cent 
in terms of the licence for 
expansion received by the 
company. This was announ¬ 
ced by the chairman Mr B.M, 
Ghta, at the company's 
annual meeting in Bombay 
recently The chairman ex¬ 
plained that this was in accor¬ 
dance with the present govern¬ 
ment policy. Mr Ghia said 
sales in the first four months 
of the current year were higher 
at Rs 11.7 crores against 
Rs 9.1 crores in the same 
period of 1977. Ho said the 
company is expected to show 
still better results for 1978. 
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DfugPrices 
in India 

ate among the lowest 
in the world! 


tt*s a fact. A fact confirmed by the Tariff 
Commission, expert committees and official 
surveys and studies. 

Drug prices have been under 
Government control for over 15 years And 
since the last 7 years they are fixed as 
per a clearly defined official pricing formula. 
One that fixes not only the prices of 
every bulk drug but also the price and profit 
margins of each and every finished 
product. On top of this, there is a control on 
die overall profit a company can make. 

Three-Tier Control 

Because of this ihrce-tier control, no 
company can overcharge, or make exorbitant 
profit, or increase prices viithout the prior 
approval of the Government. Allegations of 
*high* prices and 'excessive* profits are, 
dierefore, irrelevant in the Indian context. 

Low Purchasing Power 

The prices of drugs in our country 
today are not high in an economic sense, that 
is. in relation to their cost of production. 

But, they are high in relation to the purchasing 
power of the people. Because the purchasing 
power of our people is low Our per capita 
national income is a mere Rs. 365 per annum 
and, according to official statistics, as 
much as 40—60% of our people live below 
the poverty hne. They can*t afford even 
the more essential commodities such as food 
clothing and shelter Not because the prices 
of these articles are high but because the 
poor are too poor to be able to afford even 
these. It la the same story with medicines. 

Medicines or Medicalcare? 

But. then, medicines a*e not an end 
In themselves. They are only a means to 
an end—medical care—which involves the 
physician/surgeon, X>Ray, pathological 
tests, hospitalisation, nursing care, etc 
Medicines are but one element In medical 
care and their cost represents only a 
small part of the total cost of medical care. 

Throughout the world, expenditure on 
medicines is only a fraction of the cost of 
medfsal care—between 12 — 15%. in most 
countries In our country, it is less than ]0*« 
*rhe same is the case with medical care in 
hospitals. According to a survey conducted 
by the Indian Institute of Public Opinion. 


New Delhi, the expenditure on medicines 
in hospitals was about 6% of the total 
money spent. 


COMPONENTS OF MEDICAL CARE COST 


PHYSICIAN/SURGEON 


•0%/ X RAY 


PATHOLOGICAL 

TESTS 

HOSPITALISATION 
V NURSING CARE 


Total Coal 

Even if therefore drugs were supplied 
free, ^ome people would still not be able 
to afford the medical care they need For as 
much as 90% of its cost which has nothing 
to do with the cost of drugs, would be left 
uncovered and this would still be beyond 
the means of millions in our country. 

These are facts. And they point to ono 
fundamental conclusion: whether drugs 
are paid for by the individual, subsidised or 
given free they form but a small part of the 
total cost of medical care. And it Is with 
the total cost of medical care that we must bo 
concerned with, not only in relation to the 
individual, but also in relation to the 
community as s whole. 


taausd fps pilhllc Information by: 


m 


OSCAMSATION OP PHARMACEUTICAL PRODUCERS OF mSUI 
Cook's Sullding. Dr D N Road, Bombay 400001 
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Cbokshi committee report on 
direct tax laws 


RECORDS 


AND 


STATISTICS 


The Interim report of the committee set up by the government to Inquire Into direct 
tax laws to help streamline their administration so that efficiency could be Improved 
in the Interest of the assessees as well as of revenue, was presented to parliamen 
last week. The summary of observations and recommendations contained in the 
interim report are given below. 


CHARITABLE TRUSTS 

The provisions relating to the 
assessment of charitable and reli¬ 
gious trusts are one of the most 
complicated group of sections in the 
Income-tax Act. 

The provisions contained in the 
Income-tax Act should have only 
one underlying objective, viz., to 
regulate the extent to which and the 
circumstances in which tax conces¬ 
sions should be gi anted to charitable 
trusts. 

A unifonn control law governing 
registration of trusts, legulating their 
fund-raising activities, mainlonance 
of accounts, application of income, 
investment of trust funds, involve¬ 
ment of trusts m corporate aff.iirs 
consequent on holding of shares in 
companies and providing for machi¬ 
nery to deal with tlic abuse of trust 
property, etc., should be enacted 
as soon as possible. 

The words “nut involving the car¬ 
rying on of any activity tor profit” 
occurring in section 2(15) should be 
deleted. 

The amendment to section 2(15) 
should have retrospective effect from 
1st April. i%2. 

The provisions of section 1.1(1 Kbb) 
should also be made applicable to 
the trusts with the fouith category 
objects Le., trusts for the advance¬ 
ment of objects of general public 
utility other than relief of the poor, 
education and medical relief, with 
effect from the 1st April, 1977, as 
in the case of trusts with the other 
three categories of objects. 

Section 11(4) should bo deleted 
with effect from the 1st April, 1977 
as it would be inconsistent with the 
scheme of tax exemption outlined 
above. 

‘ The provisions of section ]3(l)(bb) 
should be further enlaiged to permit 
business activity, mainly carrM on 


by the beneficiaries even when the 
business itself is not carried on in 
the course of carrying out a primary 
purpose of the (rust. 

The law should provide for two 
different and totally independent 
computations, one for determining 
the assessable income, and the other 
for determining the amount that is 
to he applied for charitable purposes 
by the trust. The assessable income 
under the Income-tax Act should 
be computed strictly in accordance 
with the Act following the various 
provisions, taking into account even 
notional income and granting de¬ 
ductions specifically permitted under 
the Income-tax Act. On the other 
hand, the amount that is to be con¬ 
sidered for the purpose of applica¬ 
tion to charitable objects should be 
the actual gross receipts of the trust 
less the expenses actually incurred 
in earning the Income ori in main¬ 
taining the trust property. In this 
computation, notional incomes or 
incomes not received, and notional 
allowances and deductions for 
amounts not actually expended, will 
both be left out of account. If the 
actual income so computed is equal 
to or less than the statutory income, 
i.e., the income computed under the 
provisions of the Act, the trust should 
be required to apply either 75% of 
the statutory income; or the whole 
of the actual income, whichever is 
less. However, where the income so 
worked out on actual basis exceeds 
the statutory income, it should suffice 
if the trust applies either 75% of 
the actual income or the whole of 
its statutory income, whichever is 
less. We also suggest that the rele¬ 
vant provisions should be suitably 
illustrated in the Act itself to make 
the concept clear. 

The existing provision for relating 
the amounts applied in the imme¬ 
diately following year to the earlier 
year, at the option of the trust should 


be retained, subject to the modi¬ 
fication that the Income-tax Officer 
may be empowered to extend the 
time for exercise of the option in 
deserving cases independently of the 
time available for filing the return 
of income. 

While the capital gains arising to a 
charitable trust could be given the 
same treatment as in the case of any 
other taxpayer, insofar as the appli¬ 
cation of funds for charitable pur¬ 
poses is concerned, only the net s tie 
proceeds received by the trust during 
a given year should be considered for 
application (which, under the exist¬ 
ing law, includes re-investment) in 
that year. Further, re-investment may 
be permitted until the expiry of the 
next following accounting year of 
the trust. 

Charitable trusts should be allowed 
to accumulate their income even for 
a general purpose falling within the 
overall objects of the trust. Conse¬ 
quently, the provision in section 
11(3 A), which empowers the 
Income-tax Officer to allow change of 
the purpase originally indicated for 
the accumulation, at the request of 
the trust, will be rendered super¬ 
fluous, and may, therefore, be omitted. 

The provisions relating to accu¬ 
mulation should continue to opc- 
t.Uc in relation to the income re¬ 
quired to be applied for charitable 
purposes as recommended earlier. 

Section 11(2) should be amended to 
empower the Commissioner to 
condone delays in giving the notice 
as also in making the investment or 
deposit under that section. The 
section may also specify; (a) The 
time within which the notice is to be 
given, which may (as at present, 
stipulated in Rule 17 of the Income- 
tax Rules) be **thc time allowed under 
sub-scction (1) of sub-section (2) 
of section 139, whether fixed origi¬ 
nally or on extension, for furnish¬ 


ing the return of income'* and (b) 
the time within which the amount 
accumulated or set apart is to be in¬ 
vested or deposited in the manner 
laid down in the section, which may 
be one year from the end of the rele¬ 
vant previous year (instead of six 
months at present stipulated in form 
10 ). 

There .should be no objection to a 
trust making a donation from out 
of its corpus to the corpus of another 
trust. However, where a trust makes 
donatioas out of its income to another 
trust, while in the case of the donor 
trust these will continue to be treat 
ed as application of income, in the 
hands of the recipient trust, these 
should always ' he considered as 
normal income and any stipulation 
that the contributions arc to the 
corpus of the recipient trust should 
be disregarded for (he purposes of 
the tux exemption. 

The provisions of section 12A 
should be amended to provide for an 
application for registration being 
entertained at any time before the 
completion of the first assessment 
of the trust. Where a tru.st has failed 
to register itself within the time 
Itfnit, it should still be open to it to 
register itself prospectively at least 
tor future years. 

The provision in section 12A(b) 
may be amended to clarify that, 
where the accounts of the trust have 
been audited under the provisions 
in this behalf in any State law, such 
audit could be regarded as sufficient 
compliance with the requirements 
of that provision. 

Insofar as the situitions enunciat¬ 
ed in section 11(2) are concerned, 
the provisions of that section should 
be treated as exhaustive and the law 
should make it clear that, unless the 
features spelt out in section 13(2) 
are present in any of those situations, 
the transaction will not be treated as 
use or application of the trast in¬ 
come or property for the benefit 
of the excluded persons, for the pur¬ 
poses of section ]3(IKcX so as to 
nullify the exemption in sections It 
& 12 . 

The provisions of section 13(2Xa) 
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should be suitably amended so as to 
make the intention clear that, in a 
case where a loan is advanced to a 
person referred to in section 13(3), 
it should be covered by adequate 
security and also ensure adequate 
rate interest. 

The provision in section 13(2Xb) 
should be amended to clarify that 
it excludes from its purview the assets 
originally settled on trust or donat¬ 
ed to the corpus of the trust includ¬ 
ing in either case, accretion to such 
assets, by way of bonus shares. 

As the^ieatrictioQs in section 13(2Xh) 
would be- excluded from operation 
in respect of investments forming 
the original corpus of the trust and 
donations to the corpus irrespective 
of the date of creatioh of the trust, 
the operation of section 13(2Xh) 
should be so excluded whether or not 
there is any mandatory direction in 
this regard in the trust deed. 

The term ^‘substantial contri¬ 
bution'* should be defined to mean 
the aggregate contribution upto 
the end of the relevant previous year 
in a sum equivalent to 10% of the 
value of the trust assets as at the 
end of the previous year in which 
the contribution was made, or 
Rs. 3,000, whichever is higher. 

The definition of “relative** in 
section 13 should be restored to the 
position existing prior to 1st April, 
1973. 

The provisions of section 13(lXd) 
together with those of sections 13(3) & 
13(6) should be deleted and, in their 
place, a general provision should be 
substituted giving the trustees free¬ 
dom in the matter of investment 
subject to the restrictions under 
section 13(1 Xc). Section 133B of the 
Companies Act may also be simul¬ 
taneously amended suitably to vest 
voting rights in respect of all shares 
held by charitable trust in the public 
trustee. 

While the state need not encourage 
the growth of communal and non- 
charitable institutions, there should 
be no objection whatsoever, for 
these institutions existing with what¬ 
ever resources th^ are able to mus¬ 
ter without being put to an addi¬ 
tional disadvantage vis^-vis other 
taxpayers under the Act The law 
should, therefore, be amended suit¬ 
ably to stipulate that the deeming 
provisions of section 2(24Xiia) 
would not apply to a trust or insti¬ 
tution referred to in section 13(lXe) 
or (b). 


DEPRQlQUkTlON 

Depreciation U||der the Income- 
tax Act is not mMly a provision for 
charging against taxable profits the 
capital expenditiiH^ incurred by an 
undertaking on depreciable assets 
over the useful life of the assets, but 
it is also aimed at working as a tax 
incentive measure affecting the cash 
flow of business enterprises and gene¬ 
ration of internal resources for rep¬ 
lacement of assets which have out¬ 
lived their utility. 

One of the recommendations of 
the Bhoothalingam Committee was 
to allow a taxpayer to write up his 
assets on a flat 20% basis and allow 
depreciation upto 120% of the cost 
of assets. Such artificial distortion 
of the concept of depreciation to 
serve the objective of providing funds 
for replacement of assets at the end 
of their useful life is not favoured. 

The present provisions relating to 
depreciation and the elaborate 
Schedule of rates under the Income- 
tax Rules are highly complex and 
complicated. 

The existing practice of allowing 
depreciation on the reducing balance 
method, which provides for accelera¬ 
ted depreciation by larger write¬ 
offs In the earlier years for assets 
in general, should continue. The 
exception in the case of ocean-going 
ships, where the straight-line me¬ 
thod of depreciation has been adopt¬ 
ed should also be retained. 

The taxpayer should have the 
option in respect of the actual quan¬ 
tum of depreciation to be claimed 
against the profits from year to 
year subject, however, to a maxi¬ 
mum rate specified in the law which 
will be applied to the written down 
value, except In the case of ocean¬ 
going ships where the existing pattern 
should continue. In this regard, 
the maximum rates of dq^reciation 
should be: 

Building including roads 
culverts, bridges etc. 10% 

Furniture and fixtures 20% 

Plant and machinery 40% 

The option given to the taxpayer 
should be limited to his choosing 
one single rate for all assets falling 
within a class, namely, building, 
furniture and fixtures and plant and 
machinery, and he should not be 
allowed to adopt different rates for 
different items falling within the 
same class. 

A total latitude to the taxpayers, 
in the matter of choosing deprecia¬ 
tion rates is not. desirable as that 


might disturb the budgetary posi¬ 
tion of the Oovernment 

The tax inoeotive which flows from 
te degree of latitude allowed in the 
matter of choice of depreciation rates 
should not be permitt^ to be fritter¬ 
ed away by the taxpayer but should 
be retained within the business for 
further development. To ensure this, 
dqxreciation under section 32 should 
be allowed in the manner indicated 
above only where the quantum of 
depreciation datmed for income-tax 
purposes is actually debited to the 
profit and loss account of the rele¬ 
vant previous year. 

Full write-off (f.e. depreciation at 
100%) should be allowed in the 
case of all assets where the actual 
cost of any asset does not exceed 
Rs. 10,000. In the case of those 
taxpayers who avail of the option 
to vary their claim for depreciation 
to suit the performance of their busi¬ 
ness from year to year, such depre¬ 
ciation should also be debited to 
the profit and Joss account of (he 
taxpayer of the relevant previous 
year in which the taxpayer chooses 
to claim such depreciation, while 
in other cases it will be allowed in 
the year in which the assets are 
brought into use for the purposes 
of the business. 

in cases where no books of account 
ore maintained, depreciation should 
be allowed at the uniform rate of 
10% on buildings and 20% on plant 
and machinery and furniture and 
fixtures, on the reducing balance 
method. 

The basic concept of depreciation 
as a charge in determining the true 
and fair profits under the Companies 
Act should not be disturbed. The 
quantum of such depreciation should 
be left to the opinion of the direc¬ 
tors under the provisions of the 
Companies Act. In cases where 
companies choose to make a higher 
claim in Income-tax law, the addi¬ 
tional amount should also be debit¬ 
ed in the profit and loss account 
“below the line** (that is to say in 
the appropriation section of the 
profit and Joss account) and such 
amount should be credited to a dep¬ 
reciation reserve. The Income-tax 
Act should provide that such reserve 
should not be utilised for purposes of 
declaration of dividends. 

If a company desires a nil allowance 
in income-tax, it should not charge 
the profit and loss account of that 
year but should disclose sudi arrears 
of depredation by way of a note on 


the accounts, as permitted hy the 
Compaiues Act, 

The Government may, fiieEefore, 
consider coosequendal amedetmems 
to the provisions ol the Gbmpanks 
Act so as not to result in any in¬ 
consistency with the scheme lor al¬ 
lowance of depredation under the 
Income-tax Act as recommended 
above. The ifistinction between the 
charge of adequate amount of dep¬ 
redation and the additional amount 
which may be claimed at the tax¬ 
payers* option (as a measure of 
incentive and simplification under 
the Ihcomet-ax law) should be clearly 
maintained for all purposes. It 
would then not result in any incon¬ 
sistency with other questions such 
as payment of dividend, bonus, ma¬ 
nagerial remuneration and provisions 
relating to capital issues, etc. 

In dealing with business concerns 
as going concerns* not operating with 
a view to liquidation, calculation 
of depredation separately for each 
item of asset is unnecessary. At 
every stage of addition of new assets, 
the cost of the new assets should be 
aggiegated with the written down 
value of the existing block and dep¬ 
reciation alloswcd on such con¬ 
solidated block. 

With a view to obvitating meti¬ 
culous calculations, the entire sale 
proceeds (or scrap sa'cs, insurance 
or salvage monies realised) of 
assets which are sold, discarded, 
demolished, or destroyed should 
be reduced from the written down 
value of the asset block and that, if 
at any stage, the realisations exceed 
the written down value of the block, 
the excess should be taxed as profit. 
As the entire block of assets whether 
they be (a) furniture and fixtures, 
or (b) buildings, or (c) plant and 
machinery, will continue to be de¬ 
preciated until ultimately, brought 
down to zero, there should be no 
deduction by way of a te*‘minal al¬ 
lowance under section 32(IXiiO at 
any intermediate stage.) The grant 
of terminal allowance should only 
arise with reference to the shortfall 
when the entire block of assets is sold 
on the closure of the business as the 
closure of a distinct and separate 
part thereof. 

The provisions for extra-shift al¬ 
lowance in respect of machinery and 
plant used in factories (general or 
seasonal) and approved hotels should 
be discontinued. 

The existing provisions for carry 
forward of iinobsorbed -deprecia¬ 
tion shoidd oootimie.) The benefit 
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of cur/Vormtd mS set off of un- 
absoctccK defireciation should bo 
alton^ |whethisr or not the asset 
m question contieues to be used for 
the pufipsei of the business in the 
saGceeffibff accounting years. 

On the analogy of the provisions 
of aectioo 54D, a provision should 
be made to secure that^ where depre¬ 
ciable aslets, of a business are taken 
over by the Government or any 
statutory authority, no profit will 
be taxed undhi section 41(2) if the 
taxpayer reinvests the sale proceeds 
of compensation moneys in the 
acquisition of other depreciable 
assets for any business within a 
period of three years itom the date 
of acquisition. 

The law should be clarified to 
provide that no depreciation under 
•section 32 shall be allowable in res¬ 
pect of capital expenditure for scien¬ 
tific research qualifying for deduc¬ 
tion under section 35. 

The following items of expenditure, 
in particular, should also be eligible 
for amortisation against profits of 
A business over a ten-year period for 
tax purposes : — 

(1) Pre-operative expenses on 
administration and accounts 
departments and such other 
expenditure which docs not 
directly relate to erection or 
acquisition of assets. 

(2) Expenses on shifting of a 
factory. 

(3) Payment for acquisition of 
intangible assets for which 
there is no other provision 
for amortisation. 

(4) Expenses on construction of 
railway sidings and roads on 
land not belonging to the tax¬ 
payer. 

As some of these items ore not neces¬ 
sarily ‘‘preliminary” in character, 
but would Ih; incurrrod in a running 
business, it would be necessary to 
enlarge the scope of section 35D to 
cover these items as well. 

Any instance of business expen¬ 
diture which results in disallowance 
as revenue expenditure and non- 
aliowanoe of depreciation, should 
be promptly notified under section 
35D(2Xd) as and when die atten¬ 
tion of the Government is drawn 
thereto. 

The limitation on the totality of 
prdiminaiy expenditure now appear¬ 
ing under sub-section (3) of section 
3SD should be removed. 

'The following simple formula 


should be prescribed for amortisa¬ 
tion of expenditure on production 
of feature jfitms in place o the compli¬ 
cated procedure laid down in rule 
9A of the Income-tax Rules : 

(a) If the film is released 90 
days prior to the close of the 
accounting year in which the 
production is completed, the 
entire cost of production 
should be allowed as a de¬ 
duction in the relevant pre¬ 
vious year. 

(b) If the film is released at any 
time within the period of the 
aforesaid 90 days prior to 
the expiry of the accounting 
year, 60% of the cost of pro¬ 
duction should be allowed in 
that accounting year and ihe 
remaining 40% in the imme¬ 
diately succeeding accounting 
year. 

As the rupee is now de-linked from 
the sterling and the foreign exchange 
value of the rupee fluctuates from 
time to time as computed with refe¬ 
rence to a “basket” of currencies, 
the provisions of section 43A have 
become quite cumbersome and diffi¬ 
cult to apply. The bw should be 
amended to secure that the actual 
cost of assets acquired,on deferred 
payment terms, etc., from abro.'id is 
taken as originally computed with 
reference to the exchange rates pre¬ 
vailing on tlie date of acquisition of 
the same. Thereafter, any gam or 
loss occasioned to the taxpayer at 
the point of actual remittance of 
instalment of purchase price or loan, 
as the case may be, should be treat¬ 
ed as a revenue gain or loss of the 
business and the actual cost of the 
assets should not be disturbed. As 
regards cases where the actual 
cost has already been ad[|ustcd under 
the existing provisions of section 43A, 
the gain or loss would be calculated 
with reference to such adjusted actual 
cost. In other words, as from the 
time the aforesaid suggestion is in 
force, no further adjustment should 
be made under section 43A. 

In the case of assets acquired under 
hire-purchase agreements, the pur¬ 
chaser should be entitled to claim 
the depreciation in his assessment 
provided that, as between the pur¬ 
chaser and the vendor, it is agreed 
that the purchaser alone shall be 
entitled to claim depredation in res¬ 
pect of the same asset. l"he adminis¬ 
trative instructions under which 
this is presently being secured should 


pceMbiy mcoiporated in the 
lawiHelf. 

AM^AMATXON of INDVS- 
TiUAL UNITS UNDER 
SECTION 72A 

Section 72A permits the carry 
forvrard and set off of the accumulat¬ 
ed business losses and the unabsorb¬ 
ed depreciation of the amalgamating 
company (which is a sick industrial 
unit not financially viable) against 
the income of the amalgamated com¬ 
pany in the following years. The 
provisions as they stand are likely 
to give rise to certain practical diffi¬ 
culties in actual implementation and 
unless these difficulties are removed, 
the amalgamations aimed at may 
not take place to the extent desired 
by the Government. 

Under this section as it stands, it 
appears that the amalgamation has 
to be effected first and thereafter 

the ‘'specified authority” has to 

be mov^ for the purpose of making 
a recommendation to the Central 
Government. In the guidelines re¬ 
cently issued by the Government, 
it is indicated that an application 
for approval of the scheme 

of amalgamation may be made 
to the “specified authority” even 
before such amalgamation has 
actually taken place and that the 
“specified authority” miy indicate 
to the amalgamated and amalgamat¬ 
ing companies that, in the event 
of the amalgamation being finally 
effected on the basis of the scheme 
presented to and approved by the 
“specified authority”, it would 
make a formal recommendation to 

the Government for making a 
declaration under section^ 72A(1). 
While this assurance is indeed wel¬ 
come, in (he fitness of things, the 
substance of the assurance should be 
incorporated in the law by a specific 
provision to permit an application 
to the Central Government by the 
concerned company with a scheme 
of amalgamation for considera- 
tioa as to whether the terms of the 
proposed amalgamation as set 
forth in the scheme are such as to 
meet the requirements of the sec¬ 
tion. Once the application is approv¬ 
ed, then the companies concerned 
can go ahead with the scheme and 
obtain the Court's approval to the 
same and implement it accordingly. 
Natural justice requires that the 
Central Government should give an 
opportunity to the companies con¬ 
cerned to explain the sdieme and, 
if there are any objectionable features, 


the companies should be aflowed to 
modi^ the scheme suitably so that 
it meets wiffi approval 

The declaration to be issued under 
section 72A should dearly specify 
the previous year of the amalgamat¬ 
ed company in which the aocuinulat- 
ed loss ai\d unabsorbed deprecia¬ 
tion of the amalgamating company 
shall be deemed to be the loss and 
depreciation of the amalgamated 
company so as to eliminate contxt>* 
versies arising from the time lag 
in the completion of formalities as 
to the date on which the amalgama¬ 
tion may be considered as effective. 

When a scheme is submitted to 
the Central Government under the 
above mentioned procedure, the 
Central Government should examine 
it only with reference to the condi¬ 
tions spelt out in the section itself 
and any other conditions which may 
already have been notified punuant 
thereto. In other words, further 
notifications which may be issued by 
the Central Government should 
only apply prospectively to schemes 
of amalgamation which may be 
submitted for approval after the 
date of Issue of the notification. 

There is, at present, unnecessary 
duplication of proceedings, one be¬ 
fore the “specified authority” and the 
other before the Central Govern¬ 
ment; the former to make the re¬ 
commendation and the latter to 
issue the declaration. These should 
be coalesced. The section should 
provide for a declaration being issued 
by the Central Government (or in 
the alternauvc, by the “specified 
authority”) on an application by 
the amalgamated company as a 
singto proceeding. 

The section should be amended to 
provide for (he laying down of con¬ 
ditions by the approving 'authority 
(Central GoveriimeiH or the “speci¬ 
fied authority”) upon which the 
scheme of amalgamation is approved 
under sub-section (1). These condi¬ 
tions may relate, among other 
hings to: 

(a) Employment of workers. 

<b) Use of productive capacity. 

(c) Finance to be raised. 

The actual allowance would then be 
subject to the fulfilment of these 
conditions by the amalgamated 
company and the satisfaction of 
the assessing authorities at the time 
of assessment in the matter of such 
fulfilment. No further approval 
of the Central Government (or 
“specified authority”) , should be 
necessary. Thus, if the conditions 
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as laid down f»y the approving 
authority m aca>rding approval 
under sub-section (I) are complied 
with, the set off and carry forward 
of accumulated losses and unabsorb^ 
cd depreciation should follow as a 
matter of course. If, however, the 
assessing authoiity hnds a breach 
of the conditions, such .set olf and 
carry forward would lapse as from 
the year of infringement of the con¬ 
ditions. As this would be a decision 
by the assessing authorities, it would 
automatically be subject to the nor¬ 
mal appellate proceedings under the 
Act. 

TAXATION OF CASUAL INCOME 

The present scheme of taxation of 
casual income i$ unduly complex 
apd provides a fertile field for mis¬ 
takes in assessments and causes 
needless confusion in the minds of 
the taxpayers. In its well-meant 
attempt to bring into the tax net 
all items of income which are of 
casuil and non-recurring nature and 
to make them bear the full brunt 
of tax with a concessional tax treat¬ 
ment only to lottery winnings in the 
case of non-corporatc taxpayers, 
the Government seems to have failed 
to achieve the intended objective. 

Collections from the sources men¬ 
tioned in sub-clause (ix) of clause 
(24) of section 2 are a little over Rs. 1 
crorc only. Jackpot payments all 
over (he country alone are estimated 
to run into several crores of rupees. 
To devise some procedures for gett¬ 
ing some tax at least from such 
winnings, section 194B should be 
enlarged to encompass in its fold all 
the Items appearing in sub-clause 
(ix) ol clause (24) of section 2 where 
the payer is an organised body. 

To ensure that taxpayers, as far as 
possible, obtain their winnings from 
various recognised sources such as 
race clubs and other social clubs, 
section 80TT should be amended to 
include, in addition to lottery winn¬ 
ings, all the other items which are 
mentioned in sub-clause (ix) of clause 
(24) of section 2. All these items 
should be treated in the same way 
as lotteries by deducting 50% of 
the amount in computing the total 
income, with the difference (hat, in 
respect of these additional items, 
the initial deduction should be limit¬ 
ed to what is allowable under section 
10(1), viz, Rs. 1,000. In (he case of 
companies havingany suchi ncomc, 
I he position under (he present law 
may continue, with the modiOca- 


tioQ that the p^Ssiona for deduc¬ 
tion of tax at soiiioe under section 
194B, modified ak suggested above, 
should apply algp to payments of 
casual income lujide to companies. 

ADDITIONAL ]NCOME,TAX ON 
UNDISTRIBUTED PROHTS 

The scheme for levy of additional 
tax under section 104 has to be consi¬ 
dered in the light of the totality of 
the tax incidence on companies. At 
present, ciosely-heid companies are 
already subject^ to higher rates of 
tax than widely-held companies. 

The question of declaration of 
dividends and adequacy of dividends 
has to be considered objectively, 
judged by business considerations. 
Reasonable requirements of the future 
have also to be considered, apart 
from the financial position of the 
company, etc. in the face of such 
widespread considerations of busi¬ 
ness exigency, it is very difficult to 
sustain assessments of additional 
tax under section 104 in a %rge 
majority of cases. 

Considerable emphasis is currently 
being placed on the need for restraint 
in dividend distibutions with a 
view to encouraging plough back of 
resources for development. 

The provisions relating to **dcem- 
ed** dividends, under section 2(22), 
are an effective check on the use 
of companies resources for private 
purposes. Apart from this, there is 
already a provision for levy of 
wealth-tax on shares, levy of capital 
gains tax on transfer of shares and 
levy of gift tax or estate duty on 
transmission of shares infer vivo.\ 
or on death. 

The tread of company legislation 
in recent years has been to ensure 
at least a minimum plough back 
of profits and further to restrict the 
withdrawab from reserves for pay¬ 
ment of dividend under« section 
205(2A> and section 20SA of the 
Companies Act, 1^56. 

The latest provision exempting 
closely-held industrial companies 
from the ambit of section 104 is a 
step in the right direction. There is 
likewise justification for excluding 
the other categories of companies 
as well, inasmuch as trading com^ 
panics and service companies do 
contribute to economic growth and 
employment and supplement the 
role of industrial companies in this 
regard. The provisions of sections 
104 to 109 should be applicable 


only in the case of closely-held in¬ 
vestment companies, while other 
ciosely-Md companies should be 
exdui^ from their purview. 

Investment companies shoqld 
continue to be subjected to the res¬ 
trictions under these sections as 
these companies enjoy a conces¬ 
sional tax treatment in relation 
to their main source of income, 
namely, dividend income. Again 
investment companies are capable 
of, and are, being used as a medium, 
for holding investments and for 
acquiring further investments as a 
means of gaining share-holding 
control. Non-compulsion in the 
matter of distribution of dividends 
in such cases is likely to contribute 
to concentration of economic power, 
which needs to be checked. 

ASSESSMENT PROCEDURE 

Mounting arrears of work has 
plauged the Income-tax Depart¬ 
ment for many years. The various 
procedures experimented whh by 
the Department have not helped to 
solve this problem. 

The problem faced by the Depart¬ 
ment is one of extreme strain on its 
man-power and other physical re¬ 
sources. The system of planning 
man-power requirements to match 
the work-load overlooks the fact 
that, whereas work multiplies with¬ 
out notice, man-power cannot be 
multiplied instantaneously to keep 
pace with workload. Planning to 
fit work-load to man-power seems 
to be the only answer to the problems 
confronting the Department. 

The Department must so gear it¬ 
self that, by deploying its entire 
work-force, it would be in a position 
to check whether the returns are 
complete and payments adequate, 
within a period of 3 months from 
the receipt of the returns. To faci¬ 
litate this, the particulars to be 
submffied with the return should be 
clearly indicated in a manner easily 
intelligible to the taxpayer. At 
the same time the particulars shou d 
be such that a rapid scrutiny would 
reveal compliance by the tapaycr 
and instance.s of non-compliance 
would be readily discernible. In 
particular, tne return should con¬ 
tain: 

(0 Statements showing compu¬ 
tation of income under each 
head separately, disclosing all 
allowances and deductions 
claimed; 

(//} .Statement showing compu¬ 


tation of the tax payable, 
along wHh daims for ciiedit 
for tax deducted at aoiiriQe 
advance fax paid and aelf- 
assessment tax paid, support¬ 
ed by the relevant certi¬ 
ficates and receipted chaUaitt; 

(///) Attested copies of trading and 
profit and toss account or 
income and expenditure ac. 
count, balanotsbeet, part- 
ners'/proprietors* capital ac¬ 
counts, etc.; and 

(iV) Compulsory deposit receipts. 

Tlic taxpayer should be cau¬ 
tioned in regard to the following 
matters:-- 

(a) If the return is not complete 
in all respects, it is liable to 
be treated as an invalid return, 
with the consequence that 
the taxpayer will be regarded 
as being in default for the pur¬ 
poses of interest, penalty and 
pr^isecution, as if there S 
failure on his part to file the 
return. 

(/)) Although the assessment 
may, in the first instance, be 
completed under section 143(1) 
the taxpayer will become liable 
to penalty and prosecution 
in case the computation of 
incontc and deductions is found 
to be inaccurate and/or any 
escaped income is brought 
to assessment. 

With a view to encouraging the 
filing of complete returns, there 
should lie a specific legal provision 
according to which incomplete re¬ 
turns will be treated as invalid ones, 
attracting consequential interest foi 
delayed submission, to be calculat* 
cd till the date of filing a correct and 
valid return. Wherever it is observcti 
that the return is incomplete in any 
respect, a standard form of notia 
should be sent to the taxpayer direct¬ 
ing him to supply all the rclevani 
missing paniculars so as to enable 
the return to be treated as duly filed. 
The return itself need no: be sent 
back to the taxpayer except in cases 
where some error of commission oi 
omission therein requires to be 
rectified by him. 

Notices under section 139(2) need 
not be issued to taxpayers already 
on the registers of the D^artment 
Such notices need be issued only tc 
new taxpayers discovered in the 
course of searches or surv^ opera< 
tions, or persons who have feiM tc 
file returns within the time limit. 

The law may be amended whereby 
an assessment is deemed to be comp- 
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ted on Moutog oi «a ockdo^ 
KigenW attiteMl tp die return 
self ae # lear^ elip. 

Retiiriil where any unu»w^ teatures 
Ice psrtWon of H.U.F.i cessation 
if bnsiiiessy diasohidon of a firm, 
tfi,, are noticed during rapid saru- 
iny should be retoied to the Com" 
lissioner for directions for inclusion 
[1 the scrutiny group* Talcing into 
ccount the man^power available 
be Central Board of Direct Taaes 
hould issue an annual programme 
iying down the critma for 
election of cases for scrutiny. The 
uses selected for scrutiny should 
over the following types of cases : 

(i) All company cases. 

(ii) Sensitive cases, e.g., tax eva¬ 
sion cases. 

(w) A certain proportion of other 
cases picked up by random 
sampling, d^nding on the 
man power available. 

Belated returns should be to 
ihe discretion of the Commissioner 
to decide on merits whether the cir¬ 
cumstances justify the case being 
Mkcn up for scrutiny. 

In any scheme of voluntary comp¬ 
liance it should be for the taxpayer 
(o buy time and the cost is to be 
metered right from the date on which 
the return is due upto the date of 
filing the return. While the rate of 
(leicrmining the cost may be retained 
dt 12 per cent per annum, it should be 
applied to the gross tax on the total 
iiKome as determined on regular 
assessment, that is to say. the tax 
without deduction of advance tax 
and taxes deducted at source. The 
taxpa>’er should be required to cal¬ 
culate this additional sum for each 
completed month of default on the 
hiisis of his return and pay it before 
Qlmg the return, failing which the 
Income-tax Officer also should be 
empowered to calculate the amount 
at the time of the regular assesmem. 

The provision in section 140A(3) 
for levy of penally for non-payment 
of self-assessment tax should be 
deleted. 

In the event of delay beyond a 
period of 90 days from the due date, 
the penal provisions should come 
into play. In such cases, if the de- 
tault persists, the Income-tax Offi¬ 
cer should also complete the pro¬ 
ceedings on a best judgement assess¬ 
ment basis even before the end of the 
assessment year concerned. 

The provision for levy of a cost 
for delayed filing of returns would 
no t be a sufficient deterrent in cases 
where no tax is payable at all as. 


xor esampie* renmis snowmg a loss, 
returns of mats. etc. In such 
cases, the law should ixrovide for an 
outside rime limit to coincide with 
the end of the assessment year and 
secure that any sudi return received 
after the end ci the assessment year 
will not be nested as a valid return. 
Qaims for refund of tax deducted 
at source will, however, continue to 
be entertained upto 2 years from 
the end of the assessment year, as 
under the present law. 

There need be no apprehension 
that, by accepting returns, substan¬ 
tial revenue will be lost, as the bulk 
of the taxes is collected before the 
assessment by way of tax deducted 
at source, advance tax and sclf- 
assessment tax. 

Income-tax Officers have not been 
able to pay adequate attention to 
search and seizure cases, which are 
all sensitive cases, where consi¬ 
derable revenue is likely to be in¬ 
volved. The Department has all 
the talent needed to effectively ad¬ 
minister the tax laws. The problem 
is one of overwhelming workload. 
No Income-tax Officer has been 
able to give undivided attention to 
cases of fraud, evasion, etc. Comp¬ 
letion of assessments on the basis of 
the returns on the lines suggested 
above will free the Income-tax Officer 
to carry out scrutiny in depth in such 
cases. 

Concentration of complicated and 
tax-evasion cases in Central Circles 
has not resulted in any significant 
success in handling such cases. 
Central Circles should he abolished 
Instead, each Commissioner should 
have an investigation unit withm 
his own charge for handling cases 
requiring intensive investigation. 
Officers posted to these circles must 
have adequate experience in investi¬ 
gation work and should be allowed 
special pay. It would even be desi¬ 
rable to entrust investigation cases 
to two Income-^ax Officers exercis¬ 
ing jurisdiction concurrently under 
the close supervision of an Inspec¬ 
ting Assistant Commissioner. 
Reasonable disposal targets should 
be fixed for such investigation work 
allowing adequate time for scrutiny 
in depth. Each Commissioner may 
also have his own intelligence .unit 
which would work in close liaison 
wtih the Central Intelligence Units 
organised on an all-India basis. 

Section 146(2) should be amended 
to provide that, if the Income-tax 
OflScer fails to dispose of the appli¬ 
cation within the ^ified period of 


W (Uys^ toe Bssessmeni iiwji oe neem- 
ed to have been cance ed and pro- 
ceeiBiigS reopened. 

Under the scheme snggested above 
an ]iicome4aji Officer will have 
only 20D scrutiny assessments to 
handle in a year, and would be in a 
position to pay adequate attention 
to them. This would ensure a suffi* 
cienty intensive scrutiny and qua ity 
of assessment leading to reduction 
of appeals and better taxpayer compli¬ 
ance. Better administration of the 
laws in relation assessment pro¬ 
cedures will aho have a benficial 
effect on the problem of arrears of 
taxes. The measures outlined by 
us wilt also reduce the public contact 
m a large majority of cases. This 
would necessarily have a beneriC4al 
effect in reducing the opportunities 
for corruption. The completion of 
the mqjor portion of assessments 
virtually by acceptance of the returns 
wouM also reduce the areas of ili- 
gdtion between the taxpayers and 
the Department. The energies of 
the taxpayers would also be con¬ 
served and directed towards pro¬ 
ductive channels with consequciniul 
beneficial effects on the national 
income and the tax revenues of the 
Government. 

The beneficial results of the scheme 
can be enhanced by the personal in¬ 
volvement of the higher authorities 
like the Commissioner of Income 
tax and the Inspecting Assistant 
Commissioner, and- a dynamic ap¬ 
proach towards its implementation. 
They should also inspitc confidence 
in the Officers at lower levels and 
assure them that there will be no 
general suspicion of, or reflection on 
an officer, where loss of revenue may 
have been occasioned through 
bofia fide operation of the scheme. 

REGISTRATION OF FIRMS 

Registration of partnership fit ms 
for purposes of taxation is one of the 
most controversial areas in ihe ad¬ 
ministration of the Income-tax Act 
This has generated an encomious 
amount of litigation but there ore 
very few cases in which refusal of 
the r^istration on the ground of 
non-genuineness has been sustained 
by Courts. Simplification of these 
procedures is an urgent necessity. 

The work relating to registration 
of firms should he centralised with 
the Commissioners of Income-tax, 
instead of leaving it with the various 
Income-tax Officers as at present. 
For this purpose, every firm should 


DO requiieu to mure an wpnmon 
to rire Commissioner before the end 
of the accounting year. 

Full particulars of representative 
capacity of partners, if any. should be 
declared in the application for re¬ 
gistration of the firm with the Com¬ 
missioner. 

As at present, the application 
should be signed by all the partners 
and should be accompanied by the 
original^ instrument of partnership 
along with a certified copy thereof or, 
in the alternative, two certified copies 
of the Deed. 'In the latter case, 
the original should be produced be¬ 
fore the Commissioner, if and when 
called for. Farticuiars of the per¬ 
manent account numbers of the part¬ 
ners and the Income-tax Circle/Ward 
where each of the partner is assessed 
should also be disclosed. 

The Commissioner will record the 
receipt of the applications in a regis¬ 
ter and intimate such registration to 
the firm and the Income-tax Officer 
within 30 days of the lodgement of 
the application. Whereas an appli¬ 
cation IS complete "and lodged with 
the Commissioner, registration of the 
firm should be automatic. 

In subsequent years, so long as 
the consiitution of the firm continues 
without change, all that this necessary 
will be a declaration to that effect to 
be furnished os a part of the return 
of income which should contain a 
provision for such declaration. 

In cases where there is a change 
in the constitution of the firm, (he 
firm will have to file a fresh appli¬ 
cation to the Commissioner and a 
fresh entry of registration would be 
made by the Commissioner, Like¬ 
wise, when a firm is dissolved, inti¬ 
mation should be given to the Com¬ 
missioner to enable him to make 
appropriate entiies in the register. 

A firm, which is registered with the 
Commissioner in accordance with 
the above procedure, will be assess¬ 
ed m the status of a registered firm. 
The income of the firm would be 
apportioned amongst the partners 
in accordance with their profit-shar¬ 
ing pioportions and taxed directly 
in the hands of the panners. In a 
case where a partner is in a rep¬ 
resentative capacity, the income in 
question would be taxed in the hands 
of the beneficial owner. 

In the case of an unregistered firm, 
tax should be levied at a single stage 
on the firm itself and the &heme of 
further including the share of a part¬ 
ner in the firm in his personal assess- 


BAfflBRN BCONCnasr ^ 


1009 


MAY 19 ,1978 



t 




With best compliments 
from 


HINDUSTAN GUM & CHEMICALS LTD 

BiPla* Colony 
BHIWANl (Havyana) 


Manufacturers of i 




Nifei 


BRAND 


GUAR GUMS 

(for Paper, Taxtilo, Pasticido & Exploaiva Induatrlas) 

GURA MEAL 

(A Nutrltiva Cattia - faad) 

TOASTED GUAR MEAL 

(A Nutrltiva Poultry-faad A Cattia •faad) 




lASiaN BCON(HqST 


1010 


my 19 . 1971 


ment for rate porpoaes) ahouhi 

be dij^ntinuetf. 

To oaccHiFBge firms to seek icsis- 
tration/ unregiitemd firms should 
be requhed to pay tax at a flat race 
of 65% (which is die rate presently 
enacted tinder section 164 in the case 
of discretionary trusts). No separate 
power need be vested in the Income- 
tax Oflioer to assess the unregbtered 
firm as a registeied firm as presently 
provided in section 183(b). 

In the ca&.e of the smaller firms»/.e.. 
hrms having incomes below Rs 25,000, 
the Commissioner shall condone de¬ 
lays and technical lapses and afford 
full opportunity to such firms to 
comply with the registration forma¬ 
lities. In other cases, the Commis¬ 
sioner may condone the lapse if he 
IS satisfied that the delay was due to 
just and reasonable cause. The 
^powers of the Commissioner in this 
regard should be comprehensive and 
cover alt forms of non-compliance 
including non-existence of a deed of 
partnership within the accounting 
year. 

The procedure for assessing a firm 
as unregistered should be such that 
ihc Tneome-tax Officer cannot, on 
his own, accord the status of un¬ 
registered firm and he can only do 
so on the basis of a direction from 
tlic Commissioner. As an additional 
sateguard, the order of the Com¬ 
missioner should be appealable to 
the Appellate Tribunal and the firm 
should not be entitled to agitate the 
question of status as an unregistered 
hrm before the Appellate Assistant 
(’omraissioner. 

Where legistration accorded to a 
(inn IS subsequently cancelled in re¬ 
lation to any assessment year, con¬ 
sequential provision would be neces- 
^a^y to ensure that the panneis* as- 
''Cssments arc appropriately recti¬ 
fied os if there were mistakes ap¬ 
parent from record in respect of the 
shares of income from the firm as- 
^cs^cd in their hands. 

Double taxation of the same income 
may be justifiod wheic the taxable 
entities are legally and factually 
distinct from one another. This is 
not the case with firms and their 
partners. The present system is also 
regressive in the sense that the impact 
of double taxation is more acute in 
the case of a partner having a smaller 
^hare and income than in the case 
of a partner with a larger share and 
mcome. The separate tax on a re¬ 
gistered firm cannot be justified on 
iny consideration of justice or fhir- 
ness or sound principle of taxation 


and its only Justification may be that 
it yidids some revenue. But this 
yield is largely illusory bemuse if 
the tax were to be discontinued a 
good portion.' of it will come back to 
the exchequer by way of increased 
tax on the partners. The separate 
tax on registered firms should, there¬ 
fore, be altogether discontinued. 

The law should provide for an 
obligation on register^ firms to file 
returns of income as in the absence 
of a direct tax liability, there may be 
no abligation to file a return. 

ADVANCE TAX 

Advance payment of tax is another 
are where the principle of ^luntaiy 
compliance can be usefully extended 
The present procedures involve consi¬ 
derable outlay of clerical labour 
and time and there is scope for intro¬ 
ducing labour saving procedures in 
this field without adversely affecting 
the revenue. 

The system of issuing advance tax 
notices be discontinued and the law 
amended to provide that every tax¬ 
payer liable to pay advance tax 
should furnish an estimate of the 
advance tax payable by him on the 
bas's of the last assessment complet¬ 
ed in his case or the return filed by 
him for a later year, before the date 
of the fit St instalment and pay the 
same in 3 equal instalments. The 
Income-tax Officer may, however, 
continue to have the power to issue 
a notice for advance payment of tax 
to any taxpayer who does not comply 
voluntarily with this requirement 
by the due date of the first instal¬ 
ment 

Advance tax should be uniformly 
payable on 15th September, 15th 
December and 15th March by all 
liable taxpayers. 

To obviate difficulties and to 
impart some flexibility to the system 
the Board should issue a genera] 
direction, under the provisions to 
section 119(2Xa), that delays in pay¬ 
ment of any instalment of advance 
tax for any period not exceeding 10 
days should be condoned and the 
payment treated as having been made 
on the due date of that instalment 
in cases where the Income-tax 
Officer is satisfied that the delay was 
attributable to reasonable cause or 
circumstances beyond the control of 
the taxpayer. 

The provisions relating to defer¬ 
ment of advance tax on commission 
not leoeived or adjusted may be 
delected. 

The right of the taxpayer to furnish 


a lower estimate on the basis of his 
esthnated cuirent income should 
remain in the statute. 

The provisions requiring taxpayers 
to revise upwards the advance tax 
payable whm the tax payable on the 
basis of ther estimated current in¬ 
come exceeds the advance tax pay¬ 
able on the basis of past income by 
mexpo than 331 per cent of the latter 
amount should be deleted. 

The minimum income limit for 
liability to pay advance tax m all 
cases other than companies and 
registered firms should be Rs. ^,000 
above the minimnm taxable limit. 

The provisions relating to grant 
of interest on excess payments of 
advance tax should be retained 

The charge of interest on short 
paymens of advance tax should ter¬ 
minate on the date a valid and proper 
return of income is filed and should 
be computed with reference to the 
tax payable on the basis of such re¬ 
turn. Such inteFC'>t should be char¬ 
geable only where the advance tax 
actually paid falls shon of 75 per 
cent of the tax payable on the basis 
of the return of income. 

While there should be no charge 
of interest with reference to instal¬ 
ments paid on the basis of the last 
completed assessment ot the latest 
return, interest at the rate of 1 per 
cent per month should be charged 
on the shortfall m any instalment paid 
on the basis of the taxpayer's own 
estimate computed with reference 
to on-third of the tax payable on 
the basis of return, from the due 
date for payment of that instalment 
upto the date the return is bled 
Interest should similarly be charge¬ 
able when any instalment of advance 
tax is not paid on the due date. 

JBstimate.s should be deemed to be 
invalid, if appropriate payment of 
advance tax on due dates is not made. 

The provisions relating to scU- 
asscssment should be suitably amend¬ 
ed to require taxpayers to work out 
and pay voluntarily the interest 
due on shortfalls in the payment of 
advance tax along with the self-asscs- 
ment tax. 

The taxpayer should be made 
liable to peaolty when he has failed 
to make payment of advance tax 
which is due or when the advance 
tax actually paid on'the basis of his 
estimate falls short of 75 per cent of 
the tax payable on the basis of the 
return of income. 

As there will be no need to levy 
penally under secdon 221 or to re¬ 


cover advance tax by coercive pro¬ 
cess undere the scheme suggoMed 
above except where a notice has been 
issued by the Income-tax Officer, 
the provisions of section 218 be 
modified suitably. 

To provide a safeguard to the re¬ 
venue against undcr-esthnates of 
advance tax followed by under¬ 
statement of income in the return, 
interest at the rate of 1 pe r cent per 
month should be chaiged on the 
diftercncc between the tax eventually 
assessed and Ihc ia\ payable on the 
basis of the return fiom the date of 
filing the return utpo the date of 
completion of the assessment made 
after due scrutiny. To avoid fre¬ 
quent recalculation of interest every 
time (he income is modified m appeal, 
etc. the Income-tax Officer may be 
authorised to revise the interest, 
where necessary, while giving effect 
to the last appellate, etc. order. 

The conditions for reduction or 
waiver ol interest payable by the 
taxpayer as contained in Rule 40 
should continue to apply in afll cases 
of levy of interest. 

To save hardship when an amalga- 
mitioi takes effect retrospectively 
on account oi the time taken for 
obtaining the Court's sanction to the 
scheme, the law may be clarified to 
deem the payment of advance tax by 
an amalg^nntmg company in res¬ 
pect ot the income of the period fall¬ 
ing after the date of amalgamation 
included in the assessment of the 
amalgimated company, as payment 
of advance tax by the amalgamateil 
company m respect of such income. 

SEFFLEMENT OF CASF^ 

The existing provisions in the Act 
relating to ‘Settlement of Cases* need 
some modifications in order to make 
them more eftective and meaningful 
as well as to facilitate the smooth 
functioning of the Settlement Com¬ 
mission. While (he Settlement Com¬ 
mission should not become an es¬ 
cape rqute for tax evaders who arc 
caught by the Department, the doors 
for taxpayers who realise and admit 
their pist mistakes of omission 
and commission and want to adopt 
the path of rectitude should not be 
clos^. 

The definition of “Case” in sec¬ 
tion 245A(a) should be «iiubly 
amended to include (1) cases where 
no proceedings relating to assess¬ 
ment or re-assessment are pending 
on the date of the application but the 
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tttilpAyct wista to settle his tW 
evaded or avoided taxes which have 
escaped the notice of the Depart- 
ment, and (2) cases where no pro¬ 
ceedings were commenced by the 
Department, viz,, cases of taxpayers 
who hitherto have escaped the no¬ 
tice of the Department. 

The provisions of section 245B(2) 
may suitably be modified to enable 
the Commission to function with 
even less than its full strength. 

The objection by the Commissioner 
uuder the second proviso to section 
245D(I) should be subject to review 
by the Commission. 

The Government should examine 
the desirability of vesting powers 
in the Settlement Commission to 
compound the tax liability in the 
cases which are settled by it. 

The authority for writing off, 
wholly or in part, any part of the 
Oovemment revenues can be exer¬ 
cised only by the Government as 
such or by any of its subordinate 
authorities to whom the power is 
delegated and such write off is open 
to Parliamentary scrutiny. The 
Settlement Commission is a quasi- 
judicial body and is to act within 
the provisions of the Income-tax Act. 
If it were given such powers of write 
off, it would thus lay itself open to 
Parliamentary scrutiny which would 
detract flrom its quisi-judicial status. 
It may not, therefore, be desirable 
to give the Settlement Commission 
(he powers of write off or scaling 
down the tax liability of a taxpayer 
generally. 

The Commission may be specifically 
given the power to make rules re¬ 
garding its functioning. 

The existing provisions of section 
24SF may be suitably modified to 
expressly provide del^ion of 
power by the Settlement Commission 
to its subordinate officers. 

Section 245F be suitably modified 
to enable the Commission to return 
a case to the Department after it has 
been admitted, if there is non-co- 
operation by the applicant. The 
Commission should remit a case 
only after giving the applicant an 
opportunity of being heard. 

The law should vest power in the 
Settlement Commission to grant 
immunity from penalty under other 
Central Acts also but a proviso 
should be added that such immu¬ 
nity may be granted Only after due 
consultation with the appropriate 
authorities under the concern^ Acts. 
The rigours of the provisions in 


section 245ht magr tie mitigated by 
providing that, wii| the concurraioe 
of die CommissiooBT of Income-tax, 
a case could be Ihken up by the 
Settlement Comm^ton where an 
Income-tax Officer has filed an 
appeal before the Income-tax Ap¬ 
pellate Tribunal under section 
2S3(2) of the Income-tax Act. 

Suitable modification needs to be 
made in section 155 of the Income- 
tax Act to facilitate rectification of 
assessments in partners’ cases or in 
the case of members of an associa¬ 
tion of persons, where settlements 
have been effected in the cave of the 
firm or association of persons, as 
the case may be. 

The Chairman of the Settlement 
Commission should be of the status 
of the Secretary to the Government 
of India. The tenure of office of the 
Chairman and the members should 
be five years or till attaining the age 
of 65 years, whichever is earlier. 

The provisions for settlement of 
cases under the Wealth-tax Act, 
incorporated in Chapter V-A of 
of that Act should also be amended 
on the same lines as indicated above. 

APPEALS AND REVISION 

In out country, tax litigation has 
been proliferating in an alarming 
measure in recent years. Not merely 
is there too much of litigation, but 
the delays in the administration of 
such litigition is equally dishearten¬ 
ing. 

This problem can be tackled by 
ensuring that the area of litigation 
is minimised and, at the same time, 
by ensuring that whatever litigation 
IS inevitable, the same will be dis¬ 
posed of as expeditiously as possible. 

The measures should be aimed at: 

{a) Avoiding litigation: 

(h) Reducing litigation; 

(c) Simplifying and rationalising 
the existing provisions and 
accelerating disposal of ap¬ 
peals, references and con¬ 
nected matters. 

A. Measures to avoid litigation 

There should be a specific provision 
in the Income-tax Act and other direct 
tax laws, enabling the Central Board 
of Direct Taxes to give advance rul¬ 
ings at the request of taxpayers on 
specific issues, not being purely issues 
of foct, on payment of the prescribed 
fees. 

A taxpayer should be entitled to 


seek aa advance ndlng bodi with 
lafemoe to facts already obtaining in 
his case for a past year or with relb- 
rence to a propel tnnsactuMi 
which he intends to enter into. A** 
reference in the fonner types of 
cases may be made at any time be¬ 
fore the completion of the assess¬ 
ment for the relevant year or where 
the assessment has already been comp¬ 
leted and the matter is pending in 
appeal pro*/ided he withdraws the 
appeal on that point. The Board 
may give a ruling on such a reference 
or even decline to give any such rul¬ 
ing. In the latter event, the fees 
should be refunded and the appeal, 
if withdrawn, shall be revived. The 
ruling gi^n by the Board should 
be binding on the income-tax autho¬ 
rities. However, it should be open 
to the taxpayer to take the matter by 
way of appeal to the Delhi High 
Court, with a further right of appeal 
to the Supreme Court by cither party. 

Where the point referred to the 
Board relates to a proposed transaction 
while the Board’s ruling will be 
binding on the Departmental autho¬ 
rities, (he taxpayer will be free to 
put through the transaction in such 
form as he deems fit, but he will not 
have the right of appeal to the Delhi 
High Court against the Board’s 
ruling. 

A provision may be introduced in 
the law enabling ihc Board to ap¬ 
proach the Supreme Court and seek 
its advice even at an earlier stage be* 
for. any litigation has arisen. 

To avoid public funds being fritter¬ 
ed away in futile litigation, disputes 
between public sector undertakings 
or Government companies and the 
Income-tax Department should, 
instead of lieing taken in appeals, 
etc., be resolved by the Central Board 
of Direct Taxes by discussion with 
the Administrative Ministry of the 
Central Government or the local 
Government concerned with the un¬ 
dertaking or Company and, where 
necessary, in consultation with the 
Ministiy of Law. 

B. Measures to reduce litigation 

Where a taxpayer claims before the 
assessing authority or any of the 
appellate authorities, that, on any 
issue arising in his case, an ap¬ 
peal or a reference is pending be¬ 
fore any higher authority, including 
a High Court or (he Supreme Court, 
in his own cose for an earlier year or 
in the case of any other taxpayer for 
any year, and gives an undmking 
tl^ ho would abide in respect of his 


owttoaae, the dedaioo of tiiolili^ 
authority or the High CToutt ot.the 
Sttpeeme Court, as the cafte tuiy be, 
as governs siicdi pending appeal or 
refeienoe, then, the law should pro¬ 
vide that the taxpayer’s case sh^d 
be disposed of in conformity vrith 
such d^sion, as and when it be¬ 
comes availaUe, without his havmg 
to agitate the matter hy ^y of fur¬ 
ther appeals or references. If the 
assessment is completed taking a view 
adverse to the taxpayer, the same 
should be suitably mc^ified by the 
(appropriate authority ) when the 
final decision becomes available, 
as if it were a mistake apparent from 
the record in the taxpayers own 
case for the relevant year and such 
modification should be made within 
four years from the date of such 
final decision. 

Further, whcrel he Supreme Cunrt 
decides a point o f law in any case, 
it should be open to any taxpayer 
to claim before the appropriate 
authorities the benefit of that de¬ 
cision in his own case for any past 
year for which the assessment has 
attained finality even though he might 
not have kept the matter alive by way 
of appeal or reference or by way of 
a claim on the lines suggested in the 
preceding paragraph. Equally, it 
should be open to the Department 
also to revise any completed assess¬ 
ment in the case of an y taxpayer in 
the Light of the Supreme Court’s 
judgment in any other case, if this is 
necessary in the interest of revenue. 
In either case, such action by the tax¬ 
payer or the Department shoul d be 
permissible within a period not ex¬ 
ceeding one year from the pronounce¬ 
ment of the Supreme Court’s judg¬ 
ment 

C. Measures to simplify and ratlo- 
nalise the existing provision and ac¬ 
celerated disposal of appeals, etc. 

(i) Proceedings before Appeilate, 
Assistant ComniisshnerIContmissiotter 
(Appeals) 

To avoid controversies and also ' 
simplify the provisions, instead of 
enumerating the various orders of 
the Income-tax Officer against 
which an appeal lies to the Appellate 
Assistant Commissioner or, as the 
case may be, the Commissioner 
(Appeals), in section 246 of the In¬ 
come-tax Act, there should be a 
general provision to the effect that 
every final order (/.e., an order which 
is not in the nature of an adminis¬ 
trative order or an interlocutory 
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ordcry of die fiiconiMuc Officer 
vriU bd appeataUe to the Appellate 
4sii8ia|tt Coovniasioiier or the Gom- 
QBisaioaer (Appeals), os the case 
nay be, Ihsofitf as the Commissioner 
(Appeals) is Gonoemed, the law 
ibould specify a monetaiy limit 
io as to demarcate his jurisdiction 
from that of the Appellate Assistant 
Commissioiier. In addition, his 
iurisdiction may also be demarcat¬ 
ed in terms of a class of orders, more 
CUT less on the lines of the existing 
licovisions in section 246. 

To avoid the controversy as to 
whsther a taxpayer is entitled to urge 
befisie the appellate authorities a 
iround which he had not raised be- 
rore ths lower authorities, the con- 
lition that the taxpayer ^ould be 
'Aggrieved'* appearing a in section 
246 should be omitted. 

Specific right of appeal to the 
\ppellate Assistant Commissioner 
ihould be provided against the In- 
;ome-tax Officer's failure to pass 
ill order on the taxpayer’s applies- 
;iou for rectification or relief within 
i period of six months of such appli¬ 
cation. 


With a view to obviating delays in 
disposal of appeals finally, the powers 
Of the Appellate Assistant Com- 
missioocr/Gdfnmissioner (Appeals) 
to set aside or remand a case should 
be latoi away and he should be 
required to dedde (he points raised 
in the appeal finally after himself 
conducting any furtiier enquiry that 
he may consider necessary for the 
purpose. 

(ii) Proceedutgs before the Appellate 
JribiffuU 

The minimum service qualification 
for appointment of a member of 
the Central Legal Service as judi¬ 
cial member and for appointment of 
an Assistant Commissioner of In¬ 
come-tax as Accountant Member 
should be raised to S years. 

The members of the Tribunal 
should have a tenure of office similar 
to judges of High Courts, /.e., until 
62 years of age. The President of 
the Tribunal should have the rank 
corresponding to a Secretary to the 
Government of India and other Mem¬ 
bers should correspond to Addi¬ 
tional Secretaries. As the office of 


the President involves adminis- 
tiativf powers and responsibilities 
only persons who are already vice- 
Fteeidents of the Appellate Tribunal 
should be eligible for appointment 
as President of the Tribunal. 

Section 253 should be amended on 
the same nnes as section 246. 

The rules should be amended so 
as to permit a memorandum of appeal 
being signed by the Power of Attorney- 
holder of the Appellant. 

The Appellate Tribunal should be 
given specific powers to dismiss an 
appeal or reference application be¬ 
fore it on the ground of non-appea¬ 
rance of the Appeliant/Applicant and 
it should not be required to pass an 
order thereon on merits. However, 
there should be a provision for re¬ 
opening the matter by the Appellate 
Tribunal at the instance of the Ap- 
pellant/Appiicant within a peri^ 
of 30 days. The Appellate Tribunal 
should also have the power to per¬ 
mit the withdrawal of an appeal or 
reference application by the Appel- 
lant/Applicant. 

The law may be amended to pro¬ 


vide that such a single meiaber bendi 
may dispose of any appeal where die 
amount of variation in the income 
or Joss In dispute does not exceed 
Rs. 25.000. 

Where the members of a bench 
difler in opinion, that matter should 
be le-hcard a bench of three or 
more members which may include 
the members who originally heard It, 

As publication of important orders 
would go a long way in achieving oeiw 
tain judicial harmony among all 
the Benches in the country and will 
also enable the taxpayers to secure 
easily the official views of the final 
fket finding authority under the 
Act. the Tribunal should permit a 
reliable agency to publish an authentic 
and full text of its orders which it 
regards to be of general importance. 

(fii) Proceedings before UIgk Cottrts 

The Government should consider 
the establishment of a Central Tax 
Court to deal with all matters arismg 
under the Income-tax Act and other 
Central Tax Laws 

For liquidating the heavy pendency 
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of references in the various Htgli 
Courts pending the establishment, 
of a Oenttttl Tas: Court, the Oo^ 
vemnient may advise the High Courts 
to constitute, as soon as possible, 
special tax bench on an ad hoc 
basis to hear and dispose of the pend¬ 
ing matters by continuous sittings 
throughout the year. To achieve 
uniformity in this matter, judges 
with experience in this branch of 
law should be appointed on tax 
benches of Hiflh Courts. 

The law may bo amended to enable 
the High Court to dispense with the 
formality of calling for statement 
of the case under section 256(2) 
where it is satisfied that the papers 
filed befoic it arc sufficient to enable 
consideration of the question, and 
thereupon proceed to treat the appli¬ 
cation Itself as a statement of the 
case and decide the question. 

Section 256(3) may be amended to 
permit u refund of the foe paid also 
in a case where the application is 
withdrawn by the applicant before 
the Tribunal considers it. 

Section 258 may be amended to 
give power to the High Court and 
the Supreme Court to alter or rc- 
firame the question referred to It 
without remitting the matter back 
to the Appellate Tribunal. The Court 
should also have the power to amend 
the statement of the case suitably 
and, thereaflter, decide the matter 
without sending it back to the 
Appellate Tribunal for nuking the 
amendment. The Court should, 
however, be given the power to 
direct the Appellate Tribunal to take 
additional evidence on any point, 
where it considers this necessary for 
the purpose of deciding the matter 
before it. 

(iv) Proceedhigs before the Supretne 
Court 

Section 257 may be amended to 
provide that, if the appellant makes 
a specific request to the Tribunal in 
a cose where there is a conflict in 
the decisions of High Courts, it 
should be incumbent upon the Tri¬ 
bunal to make a reference direct to 
the Supreme Court. Wc further 
recommend that the power to make 
a direct reference to the Supreme 
Court may also be given to the Tri¬ 
bunal in the following situations: 

(а) Where the High Court has 
already decided the matter 
in. odwr cases; 

(б) Whflie file point at issue is 


of a lecun&ng nature In file 
case before lie 'ftibuoal year 
after year; 

(c) Where the point at issue is 
one of pubBc importance. 

The requirement of obtaining a 
certificate of iitnest from the High 
Court before filing an appeal to the 
Supreme Court be dispensed with 
so as to enable either party to move 
the Suppeme Court directly in a 
special leave petition, without ob¬ 
taining the certificate of fitness 
from the High Court. Such a pro¬ 
vision will be similar to that under 
Article 136(1) of the Constitution 
for grant of special leave. 

(v) Proceedings by my of Rt* 
vision by Commissioner 

The provisions in section 254 re¬ 
lating to revision by the Commis¬ 
sioner should be amended to make it 
clear that the Commissioner wtll 
not be debarred from dealing wiih 
any matter under this section except 
where the same point has been agitat¬ 
ed in an appeal to the Appellate 
Tribunal or the Commissioner 
(Appeals). 

As a corollary to the above, the 
provision in seection 263, empowe- 
ing the Commissioner to revise the 
Income-tax Officer’s orders which 
are prejudicial to the revenue, should 
also be amended so as to clarify that 
the Commissioner will not be de¬ 
barred from revising any such order 
except where the particular point on 
which he proposes to revise the order 
has been made the subject matter 
of appeal before the Appellate Assis¬ 
tant Commissioner, the Commis¬ 
sioner (Appeals) or the Appellate 
Tribunal. 

(vi) General 

The taxpayer should be given the 
right to set off any refund due to him 
as a result of any order in appeal 
against any tax or other sum payable 
by him for any year by giving an 
intimation in writing to that effect 
to the Income-tax Officer. 

ACQUISllION OF IMMOVABLE 
PROPERTIES 

The experience regarding the work¬ 
ing of the provisions of Chapter XXA, 
which was inserted in the Income- 
tax Act on the basis of the interim 
report of the Wanchoo ' Committee 
for the last 5 years should be ade¬ 
quate for ju^ing the utility and 


eflbofiveneis of the provisions. The 
stafisfies lelaling to the pcogteis of 
wenfr in fiiis area during fim ptof 
Ibw years in Bombay, where the evil 
of uadmtatement of property values 
Is considered to be widely provalem, 
show that notices of acquisition have 
been issued in only about 20 per 
cent of the cases where intimations 
were received from the Registrar and 
acquisition orders have been actually 
issued only in a very small fraction 
of these cases. The acquisition order 
has been upheld in only one case. 
The conclusion is inescapable that 
the provisions have failed to achieve 
their intended purpose. 

There is no evidence of the deter¬ 
rent effect of these provisions. The 
statistics do not disclose any steep 
rise in the yield from capital gains 
tax. Increases in stamp revenue, if 
any, may merely be part of the gene¬ 
ral phenomenon of rising tax re¬ 
venues or the result of increased 
rates of stamp duty. There is also no 
indication of any unusual rise in the 
value of immovable properties dis¬ 
closed for wealth-tax purpose. 

There has been a change in the 
complexion of the situation after 
the Wanchoo Committee submit¬ 
ted their interim and final Reports. 
The law relating to ceiling and regu¬ 
lation of urban land, which came 
into eflect in the course of 1976, 
has considerably reduced the magni¬ 
tude of the problem. With the recent 
enactment of section 54E, any tem¬ 
ptation for understatement of the 
sale consideration in the deed with 
a view to evading or reducing the 
capita] gains tax liability has largely 
disappeared. 

The effecciveness of the provisions 
in Chapter XXA for acquisition of 
property also depends entirely on 
the ability of the administration to 
sustain the estimated market value 
before the Courts. If the market 
value can be effectively established, 
the remedy under section 52(2) would 
be more direct and less cumbersome 
even from the Deportment’s point 
of view. 

Chapter XXA of the Income-tax 
Act should be deleted. 

AUTHORITIES COMPETENT TO 
INTERPRET' THE TAX LAWS 

With varied interpretations put 
forth by difierent authorities on the 
comp.icated provisions of the In¬ 
comes Act, there is a marked 
tendency, in the Department, to re¬ 


open post haste tad indtehirf^ 
nately* ooceipMed assemmuit ob 
the basis of any ophiioa sAmcotsd 
against the taxpayer. 

A rigid mtetpretatton. Mowed 
quickly by a wooden application 
of the legal provisions* siniply 
because an advmeview against the 
taxpayer has been propounded by 
another authority, has to be strictly 
eschewed for reducing unneoessaiy 
litigation 

There should be a reasonable 
degtee of finality in assessments. As 
observed by the Supreme Court in 
Parashuram Pottery Works Co. 
Ltd. Vs JTO (106ITK-1) state issues 
should not be reactivated bQrond 
a particular stage and lapse of time 
must induce lepose in and set at 
rest judicial and quasi-judicial con¬ 
troversies. 

A new section 293A may be in¬ 
serted in the Income-tax Act, to 
provide that the only authorities 
competent and author sed to pro¬ 
nounce upon the interpretation of 
the provisions of the Act should 
be the income-tax authorities, the 
Income-tax Appellate Tribunal, 
the Settlement Commission, the 
High Court and the Supreme Court. 

VALUATION OF HOUSE 
PROPERTIES 

One of the vexatious problems 
confronting both the Income-tax 
Department and the taxpayer is the 
question of valuation of house pro¬ 
perties for the purpose of determin¬ 
ing the wealth-tax payable in wealth- 
tax assessments. 

Ordinarily, the engineers of the 
CPWD have been determining the 
value of house properties by what 
is commonly known as ’land and « 
building m^od’. Where land Is 
inseparably rented out along with 
the building, this method may not 
give the correct valuation. 

Values of house properties should 
be determined by the method of 
capitalisation of the return actually 
received or which could reasonably 
be received from those properties. 

The rotes of capitalisation should 
be notified by the Board from year 
to year. 

In all fairness and equity, owners 
of self-occupied prop^es too must 
be allowed the facility of detenniniog 
post 1971-72 assessment properties 
at actutfl cost or at market rate 
based on the multiplier meibod, 
whidiever is lower. 
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The ne^t iime you see a 

colourf til blend of saree, 

handbag, earrings, bindi and 

even shoes that match,.. think of Atul 


and the 
nation's drive 
to grow 
more food. 

Atul has nothing at all to do with 
growing food. 

But Atul makes the nation's widest 
range of dyestuffs which help to colour 
everything around you. 

Today, India consumes some 18,000 
tonnes of dyestuffs for her various 
industries like textiles, leather, paints, 
paper, cosmetics and even food. 

If it were not for man-made synthetic 
dyes, vast tracts of fertile land would 
have to be engaged for the cultivation of 
plants like indigo and madder from 
which vegetable dyes are obtained. 

On their part, farmers would opt for 
cultivation of lucrative cash crops instead 
of food grains. 

At Atul we make a wide range of dyes 
for every need. Azo dyes. Tulathols. 
Tulabases, Sulphur Black, Disperse 
dyes. Mordant dyes. Optical Brightenen 
and many others. 

When you next see something colourful, 
think of how Atul plays a vital role 
in your life and how this in turn helps 
the nation's drive to grow more food 
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India's giant chemical complex. 
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Green signal from Shah 

The Shah Commissioa’s verdict that Mrs Gandhi foisted the emergency regime on the 
country “in a desperate endeavour to save herself from the legitimate compulsion of 
8 judicial verdict against her" is not exactly a revelation. Its conclusion may not 
even have acquired special merit, simply on the score that it has been arrived at 
through an enquiry held by the former chief Justice of India. The electorate, after 
all, had spoken clearly and finally when it booted Mrs Gandhi and her party out of 
office in the Lok SaUra election in March 1977. The voice of the people, in other 
words, had pronounced the political judgment on the perpetrator of the emergency 
regime and her accomplices and associates, leaving it to the successor government to 
apply the legal sanctions against the criminals. It has always been the view held by 
tUs journal that this government could, in the normal course, have identified 
sufficient legal grounds for placing Mrs Gandhi and her fellow-conspirators, collabo. 
rators or henchmen in the dock for unlawful exercise of power, or violations of the 
law of the land. It is only the tragic combination of a lack of nerve in the Home 
ministry, legal acumen in the Law ministry and political will in the Janata leadership 
as a whole which has come in the way of the government carrying out the mandate 
of the electorate to bring the guilty to book. 

The two interim reports submitted by the Shah Commission have perhaps 
justified the time and money which is being spent on this investigation by establish, 
ing the grounds for the government instituting legal proceedings against the ex-prime 
minister and her hatdiet-men such as the then minister of state for Finance and the 
then minister for Infonnation and Broadcasting. It is of course true that the com¬ 
mission has done this job only after prolonged proceedings which frequently ran the 
risk of injuring the dignity and effectiveness of the commission itself. Nevertheless, 
the commission has been able to assemble and analyse evidence which goes to build 
up a formidable indictment against Mrs Gandhi and her political associates or 
officials who only too zealously carried out the illegal orders of the ex-prime minister 
and her coterie. In particular, the commission has helped to blow sky-high Mrs 
Gandhi’s dishonest contention that she was not aware of the excesses committed 
during the emergency. Its reports have, in many cases, traced the responsibility not 
only to the bosom of her family but also to her very person. In the circumstances, 
the present government will be compounding felony if it still falters or fails in dis¬ 
charging its obligations to the people who are entitled to have the tyrants of the 
emergency regime adequately punished. 

Apart from the primary importance of justice being done, there is also an urgent 
political need for the Janata party mending its damaged credibility with the people as 
a self-confident and fUlly functioning instrument of the government. This has become 
all the more unavoidable as the Congress (I) opposition in parliament has thrown a 
direct challenge to the central government by declaring its intention of organizing a 
popular agitation if criminal prosecution were to be launched against Mrs Gandhi 
on the basis of the Shah reports and especially if she were to be taken into custody 
in connection with these proceedings. The implication is that the Congress (I) has 
now deliberately committed itself to swearing by the legality of the declaration of the 
emergency and the acts committed on its authority or for its implementation as well 
as by the claim that the emergency was a political and administrative necessity. This 
is a completely unaccqitable proposition for the public and the Janata party and the 
government will be betraying the electorate, which has voted them to power, if they 
do not call the bluff of Mrs Gandhi and her party. 

In view of the delay which has taken place in proceeding against the perpetra¬ 
tors of the emergency and its excesses, it may perhaps be proper to urge on the 
government that speed is the essence of the matter in filing court cases on the basis 
of the Sheh reports. Considermg the maladroitness the Home ministry or other 



limbs of the goverafflent have been dis* 
playing so lavishly through the actions 
attempted to be taken by them against 
Mrs Gandhi so far, it is, however, neces¬ 
sary to emphasize (he need for the utmost 
legal expertise and executive competence 
on the part of the authorities who now 
have to process for legal action the find¬ 
ings and recommendations of the Shah 
Commission. Once the Janata leadership 
in the government is seen addressing 
itself to this responsibility in a resolute, 
independent and efifective manner the 
greater part of the people of this country 
may be expected to rally to its side in 
fighting off any attempts on the part of 
Mrs Gandhi's party to t^e the issue to 
the streets. It may also be added that 
nothing would serve the public interest, 


The much-awaitbo policy statement of 
Mr George Fernandes, the minister of 
Industry, on sick industries was tabled 
in Lok Sabha on May 15, 1978. It 
spelled out the various steps that the 
government would take in order to 
prevent industrial units becoming sick 
and also, the tests of sickness which 
would be applied before a unit was taken 
over by the state. It seems that the state¬ 
ment has been drawn up under the 
phobia that industrial units turn sick 
only because of the doubtful competence 
or integrity of managements. Conse¬ 
quently, the proposed measures are 
designed largely to correct and even 
change the management in the case of a 
unit falling sick or being in such financial 
straits as might lead it to sickness. It is 
conveniently forgotten that quite a signi¬ 
ficant number of industrial units do be¬ 
come sick for reasons beyond the control 
of the managements such as demand 
recession, price control of products by the 
government, government policies, labour 
unrest, shortage of power, transport 
bottleneck or the paucity of raw materials 
and other industrial inputs. 

Surely, prevention is better than cure. 
The policy statement has proposed the 
appointment of professional directors by 


the oliiilctive of the Janatg party being able 
to maslnr the divisive tmideacies ammig 
its leadj|Ks or factions, or the efforts of the 
other tSSBngress to resist the {Mtssure on 
it to tnorge with Mrs Gandhi's party 
more than the early institution of serious 
legal fuoceedings against the ex-prime 
minister for offences for which she could 
be sentenced, if convicted, to a tong term 
of imprisonment. Indkn democracy is 
still too fragile to be able to afibrd the 
ambitions or adventures of a revanchist, 
half-dictator and half-demagogue, who 
thought nothing of trampling on the 
fundamental rights and civil liberties of 
600 million people just because she would 
not give up the elective office of prime 
minister or her dreams of dynastic succes¬ 
sion. 


the financial institutions in units in whidi 
they have a substantial financial stake; 
these directors would report to the insti¬ 
tutions on the measures that should be 
taken to prevent sickness. But merely by 
appointing professional directors (who 
will be full-time employees of the institu¬ 
tions) on the board of directors of com¬ 
panies, the onslaught of sickness cannot 
be checked. Such a step might help only 
in those cases where the malpractices by 
the managements are expected to lead to 
financial bankruptcy, the units being 
healthy otherwise. 

However, in cases where the root 
of the malady lies in the wrong poli¬ 
cies pursued by the government (or 
anyone of the factors listed above), 
how can the professional directors be of 
any assistance at all? For instance, some 
of the sugar mills are currently in finan¬ 
cial difficulties because the total produc¬ 
tion of sugar in the country far exceeds 
demand and under the partial control 
formula, 65 per cent of the output is 
made available to the government at 
below-cost prices for retail distribution 
while the Ikee market prices for the 
.balance 35 per cent production are too 
low to make up for (he losses incurred in 
the case of the levy sugar. Even the pro- 


fesskmtU directors t^tpointed by the finuts. 
cim institutions would m this ease st^Bpwt 
a diangp in government poliqy in Older to 
restore hedtth to s^ sugar units. If the 
goverament heeds the advice of the pro¬ 
fessional directen's in this regard, and 
agrees to provide relief either in the form 
of lower sugarcane prices, or higher price 
for levy sugar or relief in excise duty, 
then the sick sugar mills would welcome 
with open arms the ajqiointment of these 
directors. Similarly, in the case of many 
engineering industries, the total supply of 
goods in the market far exceeds demand 
and for the short period—till demand 
picks up—the mere appointment of pro¬ 
fessional directors can in no way alter 
the situation. 

crippling burden 

In the case of cotton textile units, the 
burden of manufacturing cheap cloth and 
selling it at a loss had crippled many 
units. If corrective action in this regard 
had been taken in time, there would have 
been no need to take over most of the 
105 textile units and hand them over to 
the National Textile Corporation (NTC). 
Now the NTC is keeping these units alive 
but at what cost? The loss of the NTC 
in 1974-75 was of the order of Rs 36 
crores which rose toRs 61 croresin 1975- 
76 but dropped once again to Rs 36 
crores in 1976-77. During the eight- 
month period ending in November 1977, 
the NTC had already incurred a loss of 
Rs 22.59 crores. 

The policy statement makes no mention 
of sickness of a unit due to a prolonged 
industrial dispute. It is a well-known 
fact that during the past one year, there 
^as been considerable deterioration in 
industrial relations. The workers had no 
doubt been suppressed during the emer¬ 
gency but since the termination of the 
emergency, labour all over the country 
has adopted an intransigent attitude. A 
glaring recent incident is that of the pulp 
plant of Gwalior Rayons in Kerala where 
five-month long efforts to bring about 
a negotiated settlement failed. The 
management’s appeals to the Labour 
minister to refer the dispute to adjudica¬ 
tion also fell on deaf ears and the state 
government took over the administration 
of the unit by an ordinance which has 
been dtalleng^ in a court of law by 


Ministering to sick units 
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tM tiOttpany. liefe is a ease of stale 
ittBnieii^co wbidi does not satisQr aiqr of 
thi| eondiUoBS stipulated in die policy 
statment of Mr Qeoise Fernandes. 

|n some industrial units, the multipli* 
city of unions stands in the way of 
r^prodhement between managements 
and workers. And politicai parties 
tend to aggravate the situation because 
eaoh one of them backs one or the other 
labour union. The labour unrest tends 
to create tension in small towns where 
life revolves round a single industrial 
unit. 


Gwalior incidents 

The recent labour unrest in Jiyajirao 
Ootton Mills of Gwalior is a case in 
point. The whole of Gwalior was plunged 
into anarchy for some days because of the 
labour dispute and the consequent strike. 
Such conditions are not, at present, 
peculiar to one area or city alone. All 
over the country, labour unrest is on the 
increase. The Federation of Indian 
Chambers of Commerce at its 5tst session 
recently had drawn attention to it in a 
resolution and had asked the government 
to take measures against indiscipline and 
use of coercive methods by organised 
labour. But it seems that in the view of 
the minister of Industry, no unit can get 
sick simply because labour has adopted an 
intransigent posture! 

The failure of the government on the 
power front has been responsible for the 
miserable condition of many industrial 
units. The mini steel plants with an 
investment of more than Rs 150 crores 
have been languishing for some time for 
no fault of the managements. The govern¬ 
ment had originally licensed 206 mini 
steel plants out of which only 120 units 
were installed. Their installed capacity 
was around 2.88 million tonnes but their 
total production in 1974-75 and 1975-76 
hovered around 600,000 tonnes. It impro¬ 
ved to 1.16 million tonnes in 1976-77 but 
the demand recession made it impossible 
for the units to dispose of even this meagre, 
quantity. Even the annual r^rt of the 
ministry of Steel and Mines for 1977-78 
has conceded that “certain constraints in 
the shape of power shortage, inadequate 
availability of graphite electrodes, dis¬ 
turbed industrial relations In some units. 


managerial efl&siency etc have acted as an 
impediment to farther improvement.” 

The number of iaifiistria] units whidi 
have had a financial set-back because of 
power shortage is large and they are 
qiread all over the country. Because of 
government’s increased emphasis on agri¬ 
culture. in periods of power scarcity, the 
interests of industrial units ate saCTifleed; 
while power is made available for agricul¬ 
tural tube wells, it is denied to industrial 
units. The number of industrial units in 
Faridabad which have suffered because of 
this sh|ft in policy is of no mean order. 

The policy statement makes one thing 
very clear. It shows that the government 
is not very keen to take over the side 
units as its experience in this regard has 
been far from satisfactory. The sick 
units continue to be sick even after having 
come under the protection of the govern¬ 
ment. So, an elaborate procedure has 
been laid down for deciding about the 
take-over of a sick unit. Only after a 
screening committee comes to the conclu¬ 
sion that a certain unit cannot become 
economically viable unless it is taken over 


by the government, trill the extreune ttep 
of govemnwnt take-over be taken. How¬ 
ever, the assumptiem that the requisite 
volume of finance and management cap». ** 
bllity alone provided by the financial 
institution after state take-over would hail 
out the sick industrial units is misplaced 
as the sickness of textile, sugar, engineer¬ 
ing and a host of other industrial units, 
has clearly proven. 

Mr Rravinchandra V. Gandhi, president 
of the FICCf, struck the right note while 
addressing a press conference recoitly, in 
the capital when he said that “for every 
unit which has been rendered sick because 
of bad management there might be four 
which have been sick because of govern, 
meat regulations and controls.” He was 
also of the view that “the recessionary 
phase of industry is a reflection of bad 
management on the part of the govern¬ 
ment." The FiCCI would organise a 
workshop on uckness in industry to study 
the causes and find solutions to the 
problem, he added. But will this work¬ 
shop serve any purpose in the case of 
people who have already made up their 
mind on this question? 


^- ^ 


Telephone Tentrums I 

Telephone subscribers, exasperated by excesslre blllfaig, would hare noted with Inteiest 
the volcfaig of similar eomplaliits by manbers of perlinment and the prime minister 
roundly condemning the Telephone department for its inefficiency In Rajyn Sabhn on May 12. 

It Is not only tba poor maintenance of equipment, partlcuhirly of STD which docs not 
necessarily get dkeonneetad whsn the coll is ofer, which causes excessive billing. From simnl 
compinints which 1 hare personally Inrestigoted fai Bombay, there appears to be a racket In the 
Telephone department. Corrupt staff members approach aad eccspt money from aome sttbsertbera 
and route their call chargea to meters of other subscribers, particularly If those unfortuiiate people 
are away from home for aome time. Institutions and companies ara also rictlms of this racket. 

There Is no management worth the nnme in the Telephone department Co stop this 
mnlpractico. Since the department haa a vested intereat In its own Inefficiency which awells Its 
coffers, the telephone authorities use gunboat dlpknnacy by thraetening to disconnect subscribers* 
lines If the unrensonnbly high bills are not paid. The rules provide for arbitration, but the 
department shirks away from this soluthni. 

The government cannot also escape blame. A former general manager of Bombay 
Telephones was proseented by the CBl on cormptlon charges but there is no disclosure of his 
nameorofother corrupt officers who have been caught and auccessfully prosecuted. It is not 
known why the **ralr name** of the corrupt officers shoaM be thus protected. Fear of publicity Is 
a good deterrent to corruption. 

Second, the government Is treating the crucial Telephone Advisory Committee as a 
Pipirapole for political aupportirB. It is unfortunate that parsons like the chairman of the 
Consumer Guidance Society of India do not find n place on the Telephone Advisory Committee. I 

it is high time that the Telephone depnrtment was converted Into an antonomous corporation 
nndnm on purely conmeiclal Hum, insulated firom political Inflaencea. 

M.R. PAI . 

__ 
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Glut in bank money 


For thb first time after 1973-74, the 
banking system is worried over the re¬ 
munerative use of its bulging resources. 
Even in the earlier period, when there 
was a temporal^ glut of funds, banks 
indulged in competitive lending and it 
was complained that there was even an 
unfair undercutting of lending rates and 
big accounts were snatched by anxious 
bankers from sister institutions with the 
offer of attractive incentives. It was felt 
naturally that unfair practices were being 
adopted and banking business was tend¬ 
ing to be unhealthy. With the Reserve 
Bank authorities enforcing new codes of 
conduct and revival in demand for funds, 
the era of cheaper money was shortlived. 
The bank rate was hiked to nine per cent 
from seven per cent in the latter half of 
1975 when there was galloping inflation 
and anti-inflationary measures were in¬ 
troduced. The. structure of interest rates 
on deposits and advances was realigned 
and the levy of the novel tax by the central 
government on income derived by the 
banks from certain categories of advances 
imparted a new edge to the policy of dear 
money. 

unscrambling process 

The process of unscrambling earlier 
harsh measures started last year when 
deposit rates for the short term period 
were lowered and two classes of savings 
account were introduced. There was also 
a marginal reduction in rates on some 
classes of advances though borrowing 
was still costly. The abolition of ihe tax 
on income from advances in the budget 
proposals for 1978-79 came as a pleasant 
surprise and there was a consequential 
lowering of the ceiling on lending rates to 
15 per cent from 16.5 per cent. The rate 
on food credit was also lowered by one 
per cent to 11 per cent. At the same time 
there was a reduction in interest rates on 
deposits and the maximum rate for long 
term deposits was reduced to nine per 
cent from 10 per cent. 

Borrowers could negotiate with 


their bankers for an appropriate re¬ 
duction in the interest rates on their 
loans so that some benefit could 
be derived out of the reduced cost of 
deposits. Since there was sudden easing 
of pressures on banks and the dependable 
borrowers had to be kept contented, 
there had to be a reduction in' interest 
rates by one to 1^ per cent where the 
lending rates ranged between 13 to 15 
per cent without taking into account the 
impact of the central levy. The manage¬ 
ments of the banks were unwilling to 

f -—--—-—--— - 

RBI Tightens Money Supply 

The Reserfe Bank of India (RBT) announ¬ 
ced on May 15, a further measure of restraint 
on expansion In money supply, by impound*^ 
ing half of the accruals to commercial bank 
deposits by way of foraign exchange remit¬ 
tances to India. 

The RBI simultaneously asked the banks 
to accelerate the flow of credit to priority 
sectors In view of the comfortable liquidity 
position of bunks. It, however, emphasised 
that the policy of caution towards credit 
expansion had to contfaine. 

V- J 

concede readily the demands of their 
constituents as they were apprehensive 
that the net reduction in the cost of de¬ 
posits would not be tangible until there 
were heavy maturities of long term de¬ 
posits and renewals on the revised basis. 
At the present moment the new rates, are 
applicable only to new deposits and it is 
not expected that banks will benefit by 
the lower rates on 70 per cent of time 
deposits. 

These developments have jolted many 
bankers and they are seriously worried 
about profits being maintained at reason¬ 
able levels in 1978 especially as a short 
decline has been recorded in the credit 
deposit ratio and investments also are 
not remunerative with positive supplies 
of long-medium and long-dated securities. 


fives in 197? the ivoiking results of the 
banks have been uneven except f6r some 
nationalised banks which have exceeded 
the pr&ftts for 1976. Others have found 
it difficult to maintain earnings at pre¬ 
vious levels. A few have actually report¬ 
ed a sharp drop in the their net earnings. 
While a clear picture will emerge after the 
results of some of the major banks have 
been published, it will not be incorrect 
to say that the gross income as a pro¬ 
portion of aggregate working fund has 
declined in 1977 as compared to 1976. 
At the same time, interest paid on de¬ 
posits and borrowings has increased 
sharply and salaries and allowances also 
have risen sizably because of larger over¬ 
time oayments and bonuses. With higher 
working expenses in other directions, net 
earnings have tended to be lower and the 
surplus paid to the central government 
has not increased and has even declined 
in some cases. 

changad situation 

Reasonable profitability of working 
could be ensured by banks as the average 
credit-deposit ratio remained high in 1977 
and the floatations of central loans and 
bonds by public bodies provided also 
suitable outlets for increasing working 
funds. Borrowing from the Reserve Bank 
too could be reduced sizably with a view 
to effecting savings in interest charges. 
The situation however has vastly changed 
since the beginning of this year. With a 
continuing rise in deposits, less keen de¬ 
mand for funds and delays in the floata¬ 
tion of loans and bonds by governments 
and public bodies, banks have experienc¬ 
ed great difficulty in deploying remune¬ 
ratively available funds. The metamor- 
phic change in the complexion of the 
money market will be evident from the 
following details. 

In the twelve months ended April 14, 
1978 deposits of scheduled commercial 
banks had jumped by Rs. 4,173 crores. 
The Rs 4000 crore-mark has been com¬ 
fortably surpassed in a tweleve month 
period for the first time in the history of 
Indian banking and it will not be sur¬ 
prising if the growth in deposits in 1978 
is in the region of Rs 4,500 crores. The 
bulging deposits could not be profitably 
utilised. There has of course b^n a re- 
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in boRowiAg Dram tlw Retarve 
Baidi^ Rs oiONs ^iag the period 
oadef rerereiioe.Ouh bahwoes too had to 
be increased to the extent <jf Rs 738 crores 
on aocount of the continoanoe of high 
cash reserve ratio and the impounding of 
10 pa cOitof the incremental deposits 
since the middle of January last year. 
Even so investments in government and 
approved securities had to be increased 
substantially by Rs 2341 crores and this 
is the first time in recent memory that 
over 50 pw cent of incremental deposits 
have had to be invested in gilt edged 
securities. 

raaulting confusion 

The lending institutions would have 
been happy if a return of at least six per 
cent could be secured on new invest¬ 
ments There was also no scope for lend- 


qtent by bank execoUvM on locating 
borrowers, and the waste involved in the 
maintenance of idle bidances in the 
absence of timely lending* 

While it is expected that the RBI will 
realise the unwisdom of its recent direc¬ 
tive and agree to a restoration of earlier 
arrangements, what is ot greota impor¬ 
tance is a policy calculated to put to 
good use available resources and pro¬ 
tecting reasonable profitbiality of bonks. 
What there is a cry that there is a 
paucity of rupee resources banks are com¬ 
plaining of unlendable funds. The higher 
cash ratio and impounded deposits 
account for the immobilisation of over 
Rs 1000 aores. Even otherwise large 
amounts are invested in treasury bill 
while borrowings from RBI have been 
brought down to very low levels. With 


fi%sh advances aoconntfitg for Jess tlma 
dOpaoentofincreinental deposits nad 
statutory obligations requirbig tmly 39 
pa cent of new funds, there is a balaooi 
of 21 pa cent available for otba uses. 
This amount can be safely employed for 
lending to state electricity boards, 
public bodies and otha organisaticoa 
for Implementing new schemes. There Is 
even a case for lowering the cash reserve 
ratio and dispensing with a portion of 
impounded deposits, if only Plan outlay 
can be stepped up meanin^lly in vital 
directions. The profitability of banking 
also would be protected in the process. 
It is necessary to realise that reasonable 
profitability is essential if the interest of 
depositors is to be protected when there 
is adventurous and risky lending in some 
directions. 


ing in the call market as there were more 

West Bengal power prospects 


cent for some time. The situation in the 


money market is also chaotic as business 
IS not being put through authorised 
broking firms following the directive of 
the Reserve Bank that no commission 
should be payable on business handled 
by authorised brokers in respect of short¬ 
term money transactions. The absence 
of scope for organised lending in the 
money market at a time when there is a 
glut of funds has resulted in confusion 
and the changes in the rates have been 
in wide limits with individual borrowers 
feeling unhappy when it is realised that 
they have to pay rates higha than would 
have been normally payable having re- 
, gard to other transactions on the same 
date. 


Thb power situation in West Bengal has 
sharply daeriorated in recent weeks. 
Load bedding has become more wide¬ 
spread attd acute causing agony and 
anxiety to citizens as well as industry. 
There has been a tremendous loss in 
production and also a saious sa-back to 
industrial expansion and new investment. 
The Industries department of the govern¬ 
ment of West Bengal held a seminar in 
Calcutta on May 5 and 6, in collabo¬ 
ration with chambers of commerce and 
other business organisations, on the pro¬ 
blems and prospects of industrial deve¬ 
lopment in the slate. The seminar dis¬ 
cussed various aspects relating to indust¬ 
rialisation but regratably powa was not 


was mainly a result of persistent neglect 
by the previous government. He referred 
to the efforts being made by his govern¬ 
ment to solve the problem but he did not 
hold out any promise of immediate 
improvement. He said that he would 
welcome frequent discussions baweenthe 
engineers of the powa plants of the state 
electricity board and technical experts 
from the private sector. The industrialists 
who spoke in the seminar suggested that 
a ‘‘watch-dog committee*’ should be set 
up to ensure that the power plants o|>e- 
rate smoothly. But none of the partici¬ 
pants pointed out clearly that indiscipline 
was the major cause for the chaos in 
powa supply and that the situation could 


The leaders also have a grouse when 
they have to part with funds on a chea- 
per basis as they could not judge properly 
the state of the markets in the absence of 
the assistance under the earlier arrange¬ 
ments. In view of the fluid state of the 
money market and the possibility of 
significant changes in short-term rates 
even with the revival in the demands for 
frinds, it is impaative that the earlier 
arrangements are restored and ordaly 
lending of funds rendered possible. The 
cost to bankers through payment of com- 
ihlssion would be far less if a prppa 
computation is made of (he cost of time 


considered with the urgency and saious- 
ness it deserved. On the other hand, 
most pwticipants focussed attention on 
minor issues like the need to locate the 
headquarters of some of the all-India 
financial institutions in West Bengal and 
to bring unda one roof all the promo¬ 
tional agencies of the state government. 
Power was, of course, one of the subjects 
for discussion at tbe seminar but there 
was no attempt to face the realities of the 
situation. 

Mr Jyoti Basu, the chief minis- 
ta, who inaugurated the seminar, 
reiterated his view that the powa crisis 


be quickly improved if only the state 
govanment would act firmly in dealing 
with it. 

It has been known for a long time that 
sabotage has been going on in the powa 
stations caused by inta-union rivalry 
and motivated by political considerations* 
But neither the stale govanment nor the 
industrial organisations have shown a 
willingness to face the faas. The States^ 
man of Calcutta revealed in a report in 
its issue of May 11 that there woe 
14 breakdowns in power units at.Santal- 
dih and Bandel in March and April and 
it described these as “a phenomeaon 
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hitherto oaktiown in the operation of the 
board’s power stations”. The report 
quoted the following visws of an o^teial 
of the Power department: “It’s like 
tightening the noose and then easing it. 
This happens in turns and in a riiythmic 
manner. Of late, we have been seeing 
this new game in the power stations. 
We are convinced that there is an orga¬ 
nised effort to sabotage power supply. A 
strong force is behind this. Their objec¬ 
tive is to cripple Calcutta. For it knows 
prolonged power cuts in the city hurt the 
government most and impair its image. 
And they do it at will.” 

dalogation's report 

In this situation, will the installation 
of gas turbines provide any relief from 
the chronic power shortage? Recently, a 
delegation of industrialists from Calcutta 
which visited Britain and France informed 
the state government that gas turbines 
were readily available from these count¬ 
ries at competitive prices. Another 
delegation which went to Japan has also 
reported about the easy availability of 
these turbines. Mr P. Ramachandran, 
the Energy minister, has said that the 
centre is not opposed to the installation 
of turbines by any state government. But 
in view of the high cost involved in im¬ 
porting and operating these machines it 
seems doubtful if West Bengal will be 
prepared to have them. Even if it does 
so, what is the guarantee that workers 
will sincerely cooperate with the govern¬ 
ment in operating the turbines? More¬ 
over, will the state government be justilied 
in ordering the import of turbines when 
the existing power plants have adequate 
capacity but are unable to generate power 
'due to sheer administrative slackness? In 
March and April this year the plants at 
Santaldih and Bandcl were shut down for 
1105 hours and this has been attributed 
mainly to negligence as well as delibe¬ 
rate disruption. In this background, is 
it not unrealistic to expect that the pro¬ 
blem can be solved by importing gas 
turbines or by exchanging views between 
the engineers in the power plants and 
experts in the private sector ? 

Mr Jyoti Basu has declared on several 
occasions that the governmeni will not 
tolerate indiscipline in the power plants. 
But why is the government hesitating to 


take Btaro action against those who in¬ 
dulge ' In it ? On January g this year, a 
worker in Santaldih was charge-sheeted 
for assaulting an engineer. The chief 
minister took a serious view of this In¬ 
cident and he declared that the right to 
beat up was not a democratic right of 
the trade unions! But till the middle of 
May no action has been taken against 
the worker and the date for replying to 
the charges against him is being extended 
from time to time. A senior engineer is 
reported to have said that “nowhere there 
is such criminal negligence in the running 
of a power station as at Santaldih”. The 
government therefore should deal with 
indiscipline in right earnest, irrespective 
of the political affiliations of the trade 
unions, if the power situation is to im¬ 
prove in the near future. 

Meanwhile, the government should take 
an early decision to permit industrial 
units to instal captive power sets. The 
chief minister has said that the govern¬ 
ment will sympathetically consider such 
requests. Many units have submitted 
their applications, asking for permission 
and also for certain incentives like loans 
on soft terms, exemption Brom the elect¬ 
ricity duty on the power produced from 
such sets, reduction in the customs duty, 
and some subsidy. The government of 
West Bengal should take action on these 
applications without further delay. The 
government should also examine in what 
ways industrial units can be persuaded to 
operate night shifts when there is some 
surplus in the availability of power. Mr P. 
Ramachandran said, in his address to the 
power seminar, organised in New Delhi 
on May 8 by the Punjab Haryana 
Delhi Chambers of Commerce, that “at 
present there is so much reluctance on the 
part of all concerned to adopt shifts and 
hours of work other than those to which 
they are accustomed”. But has the minis¬ 


ter 'Wmiaed why then is tiiis k1uo> 
tance? In West Bengal, the proposal to 
persuade industrial units to operatse at 
night was under active consideration even 
during the regime of Mr Siddhartha 
Shankar Ray but nothing has been done in 
this matter because industries say that 
night shifts will create many problems 
including those arising ftcmi labour’s un¬ 
willingness to agree. However, if this will 
provide some solution, the government of 
West Bengal should examine its feasibility 
and, if necessary, should also grant some 
incentives to the units which will agree 
to switch over to night shifts. 

Already, the state government has lost 
sizable revenue due to the fall in pro¬ 
duction as a result of power cut.s. The 
central government also must be losing 
revenue since West Bengal contributes 
substantially to the country's industrial 
production and foreign trade. So far, 
New Delhi does not seem to have shown 
much interest in tackling the power crisis 
in this state. In fact, Mr P. Rama¬ 
chandran said in Calcutta a few weeks 
ago that there was no shortage of power 
in West Bengal. What the minister 
meant was that the state had adequate 
capacity to produce all the power it 
needed at present but it was not being 
utilised effectively. This should not 
create complacency in New Delhi. The 
Energy ministry has also a respon¬ 
sibility to see that the power produc¬ 
tion in West Bengal steadily improves 
since further deterioration will seriously 
cripple the economy of the entire eastern 
region. The West Bengal government 
should deal with this matter with greater 
urgency instead of constantly harping on 
the need for a review of the centre-state 
relations and thereby diverting people’s 
attention from problems which are of far 
more direct and immediate concern to 
them. 
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CAPITALS 

CORRIDORS 

R. C. Ummat 


Foodgrains output • 

Even though the^ Finance ministry and 
the Planning Commission are understood 
to be diffident about accepting the Agri¬ 
culture ministry's estimate that the output 
of foodgrains during the current agricul¬ 
tural year ending on June 30 may exceed 
125 million tonnes, the procurement of 
wheat till now and the reports of farmers 
in some areas being obliged to part 
with their produce at rates substantially 
lower than the support price may warrant 
a further upward revision of the produc¬ 
tion estimate. The Agriculture ministry 
had revised its earlier estimate of 121 
million tonnes to approximately 12S.69 
million tonnes towards the end of last 
month on considerations that the last 
kharif crop had turned out to be around 
77 39 million tonnes, despite some 
damage due to cyclones in south India, 
and the preliminary estimate of the cur¬ 
rent rabi crop had indicated that this 
crop could aggregate to about 48.30 mil¬ 
lion tonnes. 

higher procurement 

Significantly enough, when this rabi 
, estimate was given, the Agriculture 
ministry did not expect wheat procure¬ 
ment this year to exceed six million ton¬ 
nes. Currently, expectation has come to 
be entertained that wheat procurement 
'during the current season may touch, if not 
exceed, seven million tonnes. By May 16, 
it had clready crossed 2 3 million tonnes 
—an increase of over 90 per cent over 
the quantity procured during the corres¬ 
ponding period last year. To some extent 
the increased procurement this year might 
have been due to the hesitancy of private 
trade to purchase grains as foodgrains 
prices, particularly of wheat, all over the 
country have stabilised and are not ex¬ 
pected to appreciate much owing to easy 


Problems of Industry 

availability. But still the fkrmers in some 
areas being obliged to part with their 
produce at nearly 25 per cent discount 
over the procurement price of Rs 112.50 
per quintal is a sure enough indication of 
the fact that wheat crop this year is a 
bumper one. Another important point to 
be noted in this connection is that the 
vastly increased procurement of wheat 
till now has been effected in spite o( the 
work-to-rule agitation of the employees 
of the Food Corporation of India in some 
areas. 

Compared to the last year’s aggregate 
output of foodgrains, the current year's 
production will be at least 14 million 
tonnes more. It will exceed the previous 
peak in production—121 million tonnes—- 
attained in 1975-76 by over 4.5 million 
tonnes. 

Of the slightly over 22.3 million tonnes 
wheat procured up to 16 May, as much 
as 1,44 million tonnes had been bought 
by the governmental agencies in Punjab, 

4.7 lakh tonnes in Haryana and 3.3 lakh 
tonnes tn Uttar Pradesh. The purchases 
during the corresponding period last 
year in the three states had been around 

6.7 lakhlonnes, 3.4 lakh tonnes and 1,5 
lakh tonnes respectively. 

* 

Addressing his first press conference 
last week after assuming the oflSce of 
president of the Federation of Indian 
Chambers of Commerce and Industry 
(FICCI), Mr Pravinchandra V. Gandhi 
called for gearing up the economy to 
achieving a high rate of growth, especially 
when there were sevoral favourable fac¬ 
tors in the form of price stability, a 
record agricultural output, comfortable 
external resources position and continuing 
inflow of remittances from abroad. 


Atteiqpts at a higher rate (^growth, he 
felt, would simultaneously generate larger 
employment opportunities and spread the 
benefit of progress to the more needy 
sections of society. He urged that govern¬ 
mental policies and programmes should 
be devised accordingly and bottlenecks to 
growth ought to be removed expedi¬ 
tiously. 

Mr Gandhi, however, was critical of 
several pronouncements of persons in 
authority. S<»ne of their statements, he 
obser/ed, were based on sheer impres¬ 
sions; they could lead to vitiation of 
decisions. He particularly referred in this 
regard to industry’s role in rural dev»- 
lopment, mismanagement of industrial 
concerns, slow-down in investment and 
sickness in industry. 

waleouM in6v« 

Mr Gandhi pointed out that it was not 
correct that businessmen were not inclin¬ 
ed to take interest in rural development 
in spite of the tax concessions provided 
in the 1977 budget. He revealed that des¬ 
pite two major inhibiting factors, as many 
as 71 projects for rural development had 
already been submitted by industrial 
entrepreneurs for the consideration of 
the prescribed authority, of which 44 had 
been approved by April 1. These projects 
involved an expenditure of Rs 13 croies. 
The developmental schemes covered by 
them included provision of medical care, 
sanitation, educational training and cross¬ 
breeding services; setting up of forming 
demonstration and poultry farms and 
assistance for the develoimient of animal 
husbandry, horticultare, etc. Mr Gandhi 
further stated that quite a few business 
houses had taken initiative to promote 
rural development even before the tax 
concessions were announced. 

The two factors which had stood or 
were standing in the way of industry tak¬ 
ing up rural development programmes in 
a more concerted manner, Mr Gandhi 
said, were (1) the delay of about six 
months in framing the guidelines* under 
the provision in the income-tax Act 
according to which the expenditure on 
rural development could be deductible 
in the computation of taxable incomes of 
companies or co-operative societies with 
the approval of the prescribed authority; 
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aad (2) tlie necessify to dtange th« 
iuemoran<''a and articles of associatiim of 
companies to entitle them to incur ex* 
penditure on rural development. White as 
a result of the framing of the guiddinet 
m November last, the first irritant had 
been removed, the Companies Act had 
yet to be suitably amended to enable 
the industrial concerns to change their 
memoranda and articles of association 
accordingly. 

rofllonal samlnars 

Mr Gandhi disclosed that with a view 
to giving a fillip to industrial units rende¬ 
ring assistance to rural development, the 
FICCI had set up a cell and would be 
organising soon regional seminars to con¬ 
sider the issue in depth and to identify 
the fields according to the areas concern¬ 
ed in which industrial units could render 
help. An offer had already been made 
to make available the services of experts 
for the marketing of products of the 
small-scale industries. 

Tha FICCI president contested that the 
business in the private sector was mainly 
in the hands of certain families and this 
had led to mis-management. He pointed 
out that there was a good deal of contra¬ 
diction in this thinking. While it was said 
that families held a small proportion of 
the total share capital, particularly in 
large business houses, and had more than 
proportionate influence, the confidence of 
shareholders in the management of busi¬ 
ness associated with certain families was 
sought to be run down. He further stress¬ 
ed that appointments to key posts in the 
private sector were made with the appro¬ 
val of the government. Mismanagement, 
he emphasised, was not limited to the so- 
called family-controlled business units; it 
had taken place even in the companies 
which were professionally run. He wont, 
ed the government to clearly define what 
family business was Instead of haiping on 
bringing to an end family-controlled 
business without precisely defining this 
type of business. 

The slow-down in investment, Mr 
Gandhi pointed out, was due to several 
factors. In some industries, investment 
had slowed down because of government 
.CSgulations prohibiting fresh investment, 

SA*ISUH-|»ONOaiIST 

> 


as in iHu) ease of cotton tactile loomage, 
sugar, etc. Several industries, such as 
automdibile tyres and tubes, consumer 
durabiet, etc., were passing through 
recession. In the case of some others, the 
rate of,return on new investment is piti. 
ably low. The cost of new projects, he 
observed, had gone up several fold. 
Financial idsthutions did not have ade¬ 
quate flmds and their lending operations 
were combursome. The capital market 
too was dull. In such controlled indus¬ 
tries as cement, fertilizers, paper, etc., 
the rate of return allowed was not only 
inadequate but also not commercially 
defined. The industry, he said, expected 
14 per cent post-tax return on net worth, 
while the government allowed not more 
than 12 per cent. There was also no con¬ 
census in the government on the precise 
definition of net worth, which should 
take into consideration the equity capital 
plus free reserves, including the develop¬ 
ment rebate reserve. 

minor adjustments 

Mr Gandhi desired that the factors 
affect’ng investment should be examined 
indttstry-by-industry and a combination 
of policies worked out to ensure that new 
investment became worthwhile. Minor 
adjustments in policy, he stressed, could 
not be expected to yield wholesome 
results. Mr Gandhi suggested four con¬ 
crete steps to foster industrial growth. 
These included; (i) reduction in interest 
rates with prime rate not exceeding 12 
per cent; (ii) scaling down of taxes—both 
direct and indirect; (iii) ensuring ade¬ 
quate return on investment and rationali¬ 
sing the pricing policies for controlled 
industries so that besides yielding ade¬ 
quate return, something was left for 
ploughing back also; and (iv) streamlining 
of the lending procedures of financial 
institutions. 

Mr Gandhi, similarly, pointed out that 
the sickness in industry could not be as¬ 
cribed to only bad management; there 
were a number of other factors also res¬ 
ponsible for this. He observed that the 
recessionary trends in several industries 
were a reflection of bad management on 
the part of the government. He appreciat¬ 
ed the policy enunoihted by the minister 
for Industry in regard to side industries, 
' * 
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but regrei|ed that sufflefamt unipfaiais M 
nc4 been placed uu aMwautea udtddtwfire 
neoessaty to maiataitt heattlQr atmoigililvm 
in the industrial seoier. He Mt ^ after 
price stabilisation, the whole rai^ of 
demand management had to be knoolced 
off. 

the right anewer 

Mr Gandhi also stressed that sickness 
was more prevalent in small than in 
large undertakings. He expressed the view 
that in cases in which sickness had been 
due to bad management, the merger of 
sick units with the healthy ones would be 
the right answer. Taking over ail sick 
units by the government would lead to 
large financial commitments and also 
impose a responsibility which the govern¬ 
ment might not be able to handle. Mr 
Gandhi disclosed that a workshop was 
proposed to be organised by the FICCI 
in a couple of months to identify clearly 
the causes of sickness in industry so that 
judicious remedial measures could be 
taken. 

Another important suggestion made by 
Mr Gandhi was that trade and industry 
chambers should be recognised by the 
government and their membership by 
industrial and business entrepreneurs 
should be made compulsory. This would 
impart some authority to them in check¬ 
ing malpractices. 

In regard to deposits with companies, 
Mr Gandhi opined that instead of impos¬ 
ing restrictions on the amounts of depo¬ 
sits that companies could expect, it would 
be more logical if the government stipula¬ 
ted interest rates on company deposits* 
vis-a-vis bank deposits for safeguarding 
the interest of depositors. The interest 
rate on company d^sits could be sub¬ 
jected to a ceiling of two per cent more 
than tlie bank deposit rates. He contested 
the impression that company deposits 
competed with bank deposits. The total 
deposits with companies, he pointed out. 
were very small in comparison with the 
bank deposits end there were physical 
limitations placed on these deposits. 
The banks also took into consideration 
the deposits mobilised by companies 
on their own while extending uredit 
limits. 
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Indian experience in econonm 

C. Subramanlam development and its lessons 


In thin nddrnu to tho Soeond Notional Confaronco of tho Anion 
Sludlon lUsoeiation of Auatrolia hold in Sydnny narlinr thin 
montbi Mr C. Subromonlonit nx>Flnoncn minlntor, pinads for eartain 
fondamantal ehongaa in tha aocio-aeonomie proflla of tha Indian 
--and, indaad, Aaian—rural aoana. aiiica, without thaaa ohangaa, 
tha tool* of aeianea and taehnology cannot bo fuiiy amidoyad 
for improving tho lifa or iot of tho poor. 


This addrlss is composed of two parts. 
The &’St part will be a fairly straight* 
forward narrative of how India has gone 
about economic development since it 
attained political independence three 
decades ago. The other part is the 
relevance of—or the lessons to be drawn 
from, if one may so describe it—the 
Indian experience to the rest of Asia. 

I 

When one is talking of a country of 
continental proportions like India it has 
to be remembered that it is an entity 
which even after the partition that 
accompanied the British withdrawal from 
the sub-continent started with a popula¬ 
tion base of over 360 million. This figure 
represented a variety of ethnic, religious, 
cultural and linguistic groups. Even the 
administrative centralisation which 
British colonialism enforced, did not 
mean that all Indians shared the same 
political heritage or experience. This 
varied significantly for the common man 
depending on whether he lived in a 
province fully and directly under British 
administration or in an area under the 
jurisdiction of princely rulers. 

Improved communications, a common 
civil service and revenue system and the 
introduction of modem educational sys¬ 
tems by the British had, however limited 
in its puipose, led to closer linkage among 
the people. But behind the seeming 
heterogeneity and disperateness there 
was the underlying unity of India forged 
by 8 composite culture and a dynamic 
national movement under the magical 
leadership of Mahatma Gandhi. It was 
magical because notwithstanding its most 
notable success in political mobtlizadmi 


against an alien rule, its more basic 
significance was in the social and spiritual 
field. The key to its success was its 
ability to appeal to the Indian psyche, 
across barriers of language, culture and 
political background. That it did not 
succeed entirely against the barriers 
posed by rriigion, particularly between 
the followers of Hinduism and of Islam 
at the final stage does not detract from 
bis achievement across other barriers and 
over otheoobstacles. 

But Gandhi was snatched from the 


POINT 

OF 
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scene by an assassin's bullet within 
months of the dawn of Independence. 
The mantle fell on Nehru and it was he, 
more than any other person, who was to 
influence the course of Indian develop¬ 
ment over the following quarter century. 

I had the privilege of working quite 
closely with Nehru first fh>m a distance 
from the state of Madras and subse¬ 
quently as a colleague in the federal 
parliament and in his cabinet. Others 
have written extensively about the 
divergent pulls in Nehru’s philosophy- 
one that could be traced to his western- 
oriented socialist inclinations and the 
odiw to the influence of Gandhi with his 
more native orientation. It was fascina¬ 
ting fot me to watch the interplay o{ 


these conflicting pulls on Nehru when 
called upon to make crucial decisions of 
state policy. As is well known it is a 
peculiar mixture of liberal socialism of 
the west and the experiments in planning 
in the Soviet Union that often prevailed 
over the philosophy of decentralized 
rural-oriented production. 

Nehru's objective was to transform a 
colonial economy with its lopsided deve¬ 
lopment and disparities into a progres- 
sive economy with modem agriculture 
and industry and a socialistic pattern of 
society. But behind all this effort at 
planning was Gandhyi’s message stressing 
the need for self-reliance and self-deve¬ 
lopment. 

sound offort 

The first five year development Plan 
was a sound, if not a spectacular effort. 
It made a sensible attempt to build on 
what was already available. It added to 
road facilities, improved railways and 
constmcted new schools and hospitals. 
It set itself a simple system of priorities, 
one that the people, even the illiterate 
villagers, could follow and appreciate. 
It tried to build up agriculture in an 
effort to get over the problem of food 
scarcity. It also attempted to make 
village life a little more comfortable 
through better public services. It was 
not based upon, nor did it require, any 
innovation in the technique of adminis¬ 
tration even though the focus of action 
was to shift from routine law and order 
administration to promotion of broad- 
based development. The generalist ad¬ 
ministrator, who was the backbone of 
the colonial administration had also 
taken a major role in drawing up the 
development plan under Nehru., He 
felt no serious inadequacy in himself, 
nor in the system of which he was a 
part, in assuming the new responsi¬ 
bilities. 

By the time the second five-year Plan 
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came to be formulated in the mid-fifties, 
the Soviet approach to developtiiant as 
well as the^hniques of planning deve¬ 
loped in that country has begun to exer- 
dse a more direct influence. Develop^ 
meat economists around the world were 
in any case preaching that what the 
poorer countries lacked was capital and 
know-how. It is these that they were 
told they should acquire if they wanted 
to get prosperous. The Russian experi¬ 
ence seemed to provide to Nehru and 
most of his colleagues, with a practical 
way, to achieve this goal. With some 
sacrifice on the part of the people in 
terms of current consumption this could 
be attempted largely with local resources. 
The answer lay, the argument ran, in 
building up heavy industries, industries 
that would turn out items of equipment 
and machinery (e.g. locomotives, rolling 
stock, equipment for sugar, chemical and 
other basic industries) of intermediate 
goods (such as cement and steel). 

•Iress on heavy engineering 

Agriculture was not going to be ignor¬ 
ed, of course. But what was being in¬ 
creasingly emphasised was that the coun- 
try must build those heavy engineering 
units, the steel mills, the harbours and 
the railway yards, if it was going to deve¬ 
lop ultimately and emerge as a strong 
and self-reliant nation economically. 
Agriculture and social services were also 
to receive attention. In fact the next 10 
years saw the intensification of the 
Community Developmcnt-cum-National 
Extension Scheme which was a major 
attempt at community mobilization to 
get more out of the agricultural sector 
and to make villages better places to live 
in. But in terms of allocation of scarce 
resources the pride of place went to 
capital intensive b.isic industries. 

This approach in its essence continued 
for a good ten years, through the second 
and the third five-year Plans. The 
severe food shortage of the mid-sixties 
administered a rude shock to the faith in 
this approach. A careful appraisal of 
policy followed. A country that had to 
seek foodgrain imports mostly on conces¬ 
sional terms of the order of more than 
10 million tonnes in a year had to ask 
itself the question of which came first 


steel tooii. For me personally the 
change ^anilbsted iteeif in a eonewhat 
striking'lbim. In the federal cabhidt, t 
gave up the portfolio of steel and heavy 
eogineeiiag and took over that (tffood 
and agriculture. 

a timid appaaranea 

The new seed-chemical fertilizer techno¬ 
logy in crop production was making ita 
timid appearance about this time. Efere, 
we thought, was a golden opportunity 
that science was offering to troubled 
nations, of which India was among the 
more distressing example, to do some¬ 
thing quickly to step up foodgrains out. 
put and secure the food front on a sus¬ 
tained basis. Earlier attempts in this 
direction bad made but limited headway 
owing at least partly to the fact that it 
was difficult to enthuse the farmers to 
make special efforts for the sake of mar¬ 
ginal gains, which was all that was possi¬ 
ble in the absence of a decisive improve¬ 
ment in production technology. 

The next four or five years thus witness¬ 
ed a major effort in introducing new seed 
varieties in wheat, rice, and corn and 
new chemical fertilizers. This was 
accompanied by a new thrust for the 
development of a base on which these 
innovations could be expanded and sus¬ 
tained over time and across the length 
and breadth of the country. This took 
the form of agricultural universities, 
research stations, demonstration and 
training centres for farmers, a policy of 
assumed minimum prices and additional 
.storage, processing and marketing facili¬ 
ties. The investment in industry, trans¬ 
port and communications that had been 
made earlier stood in good stead now 
precisely for making the policy shift in 
favour of agriculture effective. To me 
this only confirms a thesis tliat I have 
believed in always, namely, that to pose 
the question of which should get priority — 
industry or agriculturo—in absolute terms 
is meaningless. The real question needs 
to be asked in terms of relative invest¬ 
ments and their time phasbtg, so that in¬ 
puts and outputs from these two major 
sectors match and sustain each other. 
Certainly, the seeds and the fertilizers 
could not have been driivered to the 
farmers but for the earlier investments in 


fa»toriea, railways, ports and foads. 
oDBid tbe^ekpaadint sminr hwi tox^e 
in^striea hove secured their rarw-matotial 
requirements but for the progress in the 
hum sectw. And the entire process was 
carried forward by a band of research 
scientists and extension technologists 
coming out of a string of colleges and 
research institutions established in differ¬ 
ent parts of the country. 

The fifth five-year Plan in the formu¬ 
lation of which work started in the early 
seventies marked in many ways a water¬ 
shed in Indian planning for economic 
development. It proceeded on the basis 
that a strong foundation had been already 
laid for the steady growth of both indus¬ 
try and agriculture. The assumption was 
that the worst crisis was behind us in point 
of time. Never again, would rise the spectre 
of famine of the type that had haunted 
the country in the mid-sixties. Industry 
was not only showing steady advance 
but was making a significant contribution 
to thecountry’s foreign exchange earnings 
through export of manufactured articles. 
If there were still signs of shortages now 
and then they reSected more the insati¬ 
able demands of a growing nation of 
over 500 million people and not any 
stagnation in output. 

•uphoria about farming 

This then was the atmosphere in 
which the fifth Plan was projected—an 
euphoria about agriculture associated 
with the new technology, confidence 
about the growing industrial strength 
and an encouraging export performance. 
The basic questions in planning accord¬ 
ingly tended to shift from rates of growth 
to patterns of growth, from how fast the 
GNP could be made to grow to who was 
benefltting from the growth. This was 
not unique to India, of course. About 
this time, such questions came to be rais¬ 
ed around the world in many forums. In 
India, they assumed a special significance 
and urgency, owing to the fact that the 
Congress party had been re-elected to 
power on the theme and proiqise of 
“Garibi Hatao” or “War against Pov¬ 
erty”. 

In the interest of brevity I shall not go 
Into all the arguments that were raised 
for and against im approach topUuioiog 
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fat9ks|bd. : tcnitei^.' 

Then|''W«i« mai^.'iS^bntet . xxx0t' 

inic 9 ,|iie polities tuid die 
of a ii^lieaged poli^. Nor shail i jgo into 
the d^ile of naay decisions thet the 
govowneiiit took in put-Niance of the 
objective of growth with social justice. 
By way of a wnunary reference, I would 
liite to metitibn the following among the 
major elements of the new emphasis : 

—Special measures for the promotion 
of employment and incomes in rural 
areas, particularly among the small 
farmers, tenants and landless lab¬ 
ourers; 

—Land reforms; 

—Provision of basic minimum services 
foffood, housing, clothing, education 
and health care), to the entire 
population, within a definite time- 
firame; and 

— Restructuring of the production pat¬ 
terns and processes so that the mini¬ 
mum needs of all would take prece¬ 
dence over the satisfaction of luxury 
consumption of an elitist minority. 

period of exporimonts 

it was a period that called for experi¬ 
ments and innovative approaches btfore 
specific programmes could be formulated 
and launched on a nationwide scale. Thus 
there was the employment guarantee 
scheme in the rural areas of Maharashtra, 
of whole-village district rural development 
schemes in Andhra Pradesh, of rural 
housing schemes of Kerala, of rural in¬ 
dustrialization through small-scale units 
, in Punjab and Haryana, of combined 
family-planning, child-care and nutrition 
schemes in Uttar Pradesh (to cite but a 
few examples atrandom). Simultaneously, 
there was a new surge of interest in pro- 
' blems of rural development on the part 
of the scientific community and attempts 
on their part to do their best for impro¬ 
ving village life. In particular this inclu¬ 
ded assistance in resource sur.veys, 
improved housing, better sanitation and 
provision of cheap Aiel. A National 
Science and Technology Plan was drawn 
up for the first time to provide a frame- 
work of action by national laboratories 
and field stations with accent on tolving 
or mitigating the problems of the common 


|ieep1e ik towns and vwjlses 1^ molilli- 
local resources ai^ talents. 

Qlbrioiicliy these aii'jliof nmtuirs on 
whidr one can hope <|o. see dramatic 
results to materialise Ni- a period of five 
or even ten years. Tl^ vastness of the 
country, the size of ild population and 
the magnitude of the i^cklog of poverty 
fftan the past virtuaily rule out such 
results in the short run. There is no 
denying the fact howeVer that without 
some visible signs in the short run, the 
people may lose confidence in the ability 
of the system to tackle their ills, and opt 
for more radical and possibly violent 
changes. 

11 

Now for my observations and com¬ 
ments. 

In 25 years of planned econo¬ 
mic development through five successive 
five-year Plans, the country has had 
many imrpessive achievements. Food- 
grains output has more than doubled 
itself. The country’s industrial output is 
regarded as the tenth largest in the world. 
Facilities for general and technical edu¬ 
cation expanded enormously. Currently 
over 100 million boys and girls attend 
schools. Four million studmits get the 
benefit of higher education annually. 
The stock of trained scientific and techni¬ 
cal personnel now stands at 2 million— 
third Itfgest in the world, next only to 
USA and USSR. The base built for the 
further expansion and diversification of 
industry, agriculture, transport, communi¬ 
cations, etc. in terms of the physical 
facilities as writ as the human skills has 
received favourable comment fi^m analy¬ 
sts of the Asian development scene. 

There is, of course, the other side to 
the ledger. Per capita income, for what 
this standard is worth, is still among the 
lowest in the world. Unemployment is 
ramptint both in the towns and in the 
villages. Thanks to the population ex¬ 
plosion, per capita availability of food- 
grainshas remained virtuality stagnant 
over the past two decades, despite the 
inmease in total output. An estimate 
made in 1970 using official data on family 
consumption expenditure put the figure 
of the percentage of pi^Ulatiott below the 
poverty line at 40 per cent to SO per cent. 

A recent ILO study ("Poverty and Land- 


hpiftess lii. ktiral A«a’—ILD, Gfomk 
1977) that covered ei^t Asian deveipphtg 
countries (Bangladesh, China, India, 
Indonesia, Malaysia, Pakistan, Philip¬ 
pines and Sri Lanka) came up with some 
significant findings. In respect of India, 
the study found that in one state (Bihar) 
nearly 60 per cent of the rural population 
now lives in poverty (p. HI) in another 
state (Tamil Nadu), the poverty situation 
in the early 1970’s was found to have 
been not much better than in the mid. 
19S0’s and was actually worse than in 
the early mid-I960's. This was in a 
state, as the study points out, whose 
economy registered during the 19S0’s and 
the ]9W's a rate of growth which was 
better than that of the country as a whole 
and quite commendable by international 
standards. Nor was growth here neutra¬ 
lised by excessive growth .of population. 
During the two decades the growth of 
population in the state was much lower 
than in the country as a whole (1.85 % per 
annum), permitting significant increases 
in per capita income (p. 132) There is 
thus no denying the fact that the dualistic 
nature of the economy has been getting 
accentuated more sharply under the im¬ 
pact of ‘growth’ in the last two decades 
in India. 

a faw eompRrisona 

In looking back at what has ar has 
not been achieved in the past quarter 
century one can attempt comparisons at 
different levels. One can analyse the 
data, make comparisons over time and 
with other countries and bring out points 
of strength and points of weaknesses. 
Thus one can cite statistics of growth of 
output and compare the figures with 
what was achieved in other countries 
such as Indonesia, Philippines, Korea or 
China. Or one can, in a more historical 
sense, look at rates of growth over the 
past twenty five years in India against 
the background of comparative detain 
respect of the more developed countries at 
a comparable stage in their development, 
50 or 100 years earlier. Alternatively, 
one can compare actual perfdrinance 
with what the targets that were set down 
either formally in official documents or 
informally in. terms of what was regarded 
as desirable in some sense, given the re¬ 
quirements. This latter is the kind of 
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^Hrt poti^c^i iKjpowa do with 
BMit^ anvottsiien sad pobtioUns ia 
c^tp^Uipn thrive on, poitii^lariy oh the 
eve «f elections! t will not attempt this 
typtof review iO' this fbrum. 

lll4[8t,.to me at least, is more fascina. 
ting is to look behind and beyond the 
statistics and try and understand the 
more bam developments and trends. This 
IS admittedly difficult and one that is 
likely to be coloured by personal bias 
and predilections. Nevertheless, I shall 
venture a' few observations. 

a quantitative commont 

The first qualitative comment 1 have is 
that the economy is now stronger and 
better equipped to handle disasters than 
even before. When serious food shortages 
materialised in the mid-sixties, we found 
that, thanks to the investments made in 
the previous ten years in ports, roads, 
railways, storage facilities etc, it was 
easier to distribute what was available— 
out of local. production and through 
imports—qiuckly and evenly than would 
have at all been possible had a disaster 
of the same magnitude overtaken the 
country in the mid-fifties. One has to 
read accounts left by British administra¬ 
tors of what odds they had faced in their 
attempts to tackle famines during their 
rule—one recalls the Bengal famine of the 
1940’s in this context—to appreciate what 
I have in mind when I speak of strength 
to handle disasters. 

Again last year when a severe 
cyclone wrought havoc in three main 
rice growing states of south India 
obliterating whole villages and destroying 
standing crops over hundreds of miles, 
the available facilities were adequate to 
pour supplies and personnel in the affect¬ 
ed areas and restore normalcy fairly 
quickly. For a human being who Is prone 
to periodica] infections of the body, it is 
reassuring to know that one has a certain 
reserve strength to draw upon in times of 
crisis and also that cme’s powers of 
resistance to infections is itself getting 
visibly stronger. 

' It is recognised that by far the most 
important single factor*in the upsurge of 
agricultural production particularly in 
the production of m^’or cereals, wheat 
and rice in the late $ixties and in the 
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eafllf semtees b aa b many other 
developing countries of tUs region, was 
technological. The breakthrough b the 
form of big^-yieldbg seed varieties was 
bitially made possible, thanks to research 
work undertaken at btemational 
research stations. But for a country of 
contbmtal proportlom such as India 
with its widely varying agro-climatic 
conditions, a breakthrough originatbg 
elsewhere would have had veiy limited 
impact but for the sustained and highly 
crucial adoptive research undertaken in a 
network of laboratories and field stations 
spread over different parts of the country 
by Indian scientists and technologists. 

Thanks to the skill and dedication of 
these workers, the relationship with the 
outside research establishments for the 
country has changed in a period of less 
than 10 yems from one of dependence to 
a two-way mutually profitable partner¬ 
ship. The strength of the research 
establishments, particularly in the agri¬ 
cultural sector, is a source of great 
assurance when we look to the future, 
keying in view the huge potential that 
undoubtedly remains in a range of other 
crops and b non-irrigated tracts to keep 
food output ahead of population growth 
in the decades to come. 

8elf-nvid«ni fact 

That the demands cm technology and 
the need for technological adaptation 
will be pressing and immense in fields 
other than farming is fairly self-evident. 
I might mention but a few which are 
relevant to the satisfaction of the mini¬ 
mum needs of the people. Housing, 
textile^, medicine, transport, energy are 
all areas where great c^langes lie 
ahead to utilise avaibble resources so 
that even the poorest particularly in the 
rural areas can lead a decent life. 
Questions such a.s the followbg arise in 
this context. Can timber, bricks and local 
building materials substitute for cement 
and steel b the construction of lesidon- 
tial houses as well as public facilities 
such as schools and hospitals without loss 
of functional efficiency but at reduced 
cost to. the community? Can available 
nmuial fibres be sup^emeuted by suitable 
artificial fibres so that textiles of adequate 
quantity and quality and at prices that 
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the poor can afford can be produqed in 
the country? Can the marvels (ff .allo* 
pathic medicbe, which are often beyond 
the reach of the poor b remote villafea 
be supplemented as appropriate by use 
of tested indigenous medicare systems, 
with accent on prevention throu^ 
education? Can the bullock cart be 
remodelled so that its tractional effiobney 
is improved and it takes a reduced toll 
on the animal as well as the roads? Can 
renewable sources of energy (solar, wbd, 
waves, methane from biological wastes) 
be made to play a more dominant role ia 
racetbg energy needs than theconven- 
tional and, firom the community point of 
view, expensive energy sources based on 
the exploitation of non-renewable 
resources such as coal and oil? 

much to (oarn 

One can add to this list. The point I 
wish to make is two-fold. First, there ate 
no ready-made answers to these questions 
even from the narrow point of view of 
technological adaptation and innovation. 
India has much to learn from other 
countries in this respect, particularly 
from China whose problems of develop, 
ment are similar in nature and dimen¬ 
sion. It has a wealth of experience with, 
in its own borders that it can draw upmi. 
It has a band of research workers who 
can be put to this task, provided there is 
firm leadership and commitment tor bring 
about socially equitable priorities and 
patterns of production. 

The other, and equally important, point 
is that the solutions will not be merely 
technological. Certain basic changes in 
attitudes and social objectives are also 
crucial if the potential of improved 
tedmology, oriented to production and 
fulfilment by the masses through a 
reversal of assembly-lbe techniques for 
mass productiou is to establish itself and 
flourish. Mahatma Gandhi perceived the 
need for such reorientation and adapta¬ 
tion as a means of promoting balanced 
growth and enhancipg human dignity. 
Mao showed one way of achieving such 
objectives in the conditions of China and 
withm the framework of a communist 
philosophy. There are perhaps other 
ways and methods of mass mobilisation 
and village level organisation. India is 
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still searching for viablb answers of its 
own to these qarations. 

It is in this light that I view the inteiv 
connected nature of questions of techno* 
logy, employment and social transforma* 
tion. Questions relating to unemployment 
and underemployment tend to be raised 
prominently and often vociferously in 
India. It is easy to understand why. They 
'are direct manifestations of and a 
constant reminder to the problem of 
under*development of self*perpetuating 
poverty. You will often hear the argu* 
ment ‘in India today that if only the 
employment situation will improve and 
incomes of the poor go up, we can get 
over the current paradox of not knowing 
how to get rid of a stock of over 20 
million tonnes of foodgrains held by the 
government for over two years now, at 
a time when millions go hungry and 
remain mal-nourished. This is a true 
enough argument. Poverty is not eli¬ 
minated merely by producing more 
food, cloth, shelter etc. Ii is eliminated 
only when those whose needs of these 
items are not fully met have also the 
means, the incomes, with which they can 
acquire them. And there can be no 
sustained incomes without regular 
employment. 

differing scopes 

But the employment problem in a 
country such as India, running into 
hundreds of millions of people, is very 
different in its nature and scope from the 
fuller employment problems of an indus. 
trialised country. It is not a marginal 
phenomenon associated with the ups and 
downs of business, within the country 
and with its major trading partners in 
other parts of the globe. It has a more 
structural origin, and has to do with how 
available natural resources particularly 
land and water are owned and utilised, 
what goods are produced by what pro¬ 
cesses and by whom, within the context 
set by existing distribution of assets and 
the resulting pattern of income. Poverty, 
particularly in the rural areas cannot be 
measured by mechanically counting the 
number of persons declaring themselves 
to be unemployed. As the ILO study 
cited earlier puts it: “The very poor can¬ 
not afford to be unemployed; they must 


obtainaiii)imofliv«3ihood even if this 
implies pitfilhily low earnings’* (ibid; 
p.24). f.. 

Howevef, unlike what ffie devdojunent 
theorists idd us in the fifties, the answer 
to this structural malady does not lie in 
drawing off surplus labour from the 
villages to work in the factories sector. 
This can at best be a secondary solution 
for India. The numbers involv^ militate 
against such a simplistic remedy. I would 
suspect that this is probably true for a 
few other Asian countries besides India. 

limitations of Industry 

Known production processes in organis¬ 
ed large scale industry at whatever enhan¬ 
ced rate at which this sector might grow 
in the future cannot absorb hundreds of 
millions of people, most of them with 
little technical training in new industrial 
units in a reasonable period of time. The 
main avenues will necessarily be related 
to land and its proper utilisation of 
improved water management and ex¬ 
ploitation of other resources in foiests, 
fish and animal stock through labour- 
intensive techniques in decentralised pro- 
duction and processing units and in the 
provision of social amenities. 

This brings me logically to the last of 
the big questions that I wanted to bring 
up in this context, 1 allude to the land 
question. Historical evidence as well as 
socio-economic theory go to show that we 
cannot have an equitable rural society 
grow out of a thoroughly inequitable 
system of land and water ownership. The 
last twentyfive years’ experience in India 
serves as an additional point of demons¬ 
tration of this proposition. To the tradi¬ 
tional moral and ideological arguments, 
technological developments and the im¬ 
peratives of employment promotion and 
income generation add a new dimension. 

There are many facets to this question. 
One relates to how the big and the small 
farmers respectively perform under the 
existing inefficient modes of cultivation 
and more generally non-offthnal patterns 
of resourM use in the rural areas. Another 
aspect touches on the factors that could 
facilitate the majority of the farmers to 
make a fuller use of the benefits of 
technologim^^provements in agricul- 


tore, antf tm9 gmtitai&f lotat. 
resource management. At :teaM m fie# 
omsoiy comments inight be in mdertm 
senate of these aspects. 

Chi the first question, there is a wealth 
of empirical data from Asian countries, 
derived from investigations as to whidi 
class of farmers is more efficient in the 
use of land judged by the yardstidtof 
productivity per hectare and intensity of 
use of the abundant resource, namely, 
human labour. Citing field data from 
Bangladesh, India, Indonesia, Malaysia, 
Pakistan, Philippines, Sri Lanka and 
Thailand, the ILO study referred to 
earlier concludes that employment per 
hectare rises and yields and value added 
per hectere rise, as the average size of 
farm declines. The reason given is that 
small farmers typically use production 
technologies, cropping patterns and 
rotation systems which are more produc. 
tive than those used by large farmers. 
Specifically, small farmers tend to culti¬ 
vate any given crop with more labour- 
intensive techniques. They also tend to 
choose a composition of crop and live¬ 
stock activities which is more labour- 
intensive. Finally, small farmers tend to 
use their land more intensively, even at 
the risk of exhausting soil fertility. It is 
often found that as the size of farm in¬ 
creases, the proportion of the land which 
is uncultivated, fallow or natural pastures 
also increases (ibid; p. 33). 

little incentive 

Many observers, including Myrdal, 
have commented on the failure of ancient 
agricultural systems in countries such as 
India to utilise the available pool of 
human and land resources with optimum 
intensity at given levels of technology. 
The reason lies at least partly in the fact 
that under traditional tenancy arrange¬ 
ments there is little incentive to maxi¬ 
mise Investments or use of the labour 
input in agriculture. The landlord with a 
fixed rent on land that he leases out has 
little interest in supplying necessary 
fertilizers or in arranging proper land 
preparation, drainage, weeding, pest 
control etc. The ability of the tenant’ to 
mobilise tbe needed suf^es and facili¬ 
ties is also seriouriy circumscribed by the 
observed bias among rural institutions to 
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ecooonl^y ri^ «ad 
'«o<|anypoi««thil. KoroM detnai^ 
of kMxl^Q tec^ology jtk terms seed " 
.pcetoaratjoa, water control, soil oonserva- 
tidi, pest aunagem^t etc be efiSoieotly 
met under a system of small and scatter¬ 
ed bolcfings. No doubt smne of these 
disabilities can be got over through 
collect!^ or group action. But a society 
that has been highly stratified socially 
for centuries and which manages to 
preserve the economic manifestation of 
this stratification in the form of wide 
inequalities in asset distribution, does 
not, as a rule, encourage harmonious 
collective action on the part of its cons¬ 
tituents. 

Without fundamental changes in the 
sdcio-economic profile of the Indian—I 
would venture to say of most Asian— 


rural scene, I see swiuus eoostr^ts on 
. the possibilities <d"i^Siting thetoobof 
science and techiu^^ to bmiefit the 
poor. The poor eontiiUie to remain 
unemployed and iim unable to attract 
scarce public serviCesitt education, health 
etc in their favour, because they are 
pomr. Advances intedmology open up 
new possibilities of changing the inci¬ 
dence of poverty. In the absence of the 
more fundamental socio-economic 
changes, however, technological improve¬ 
ments can have the perverse effect of 
aggravating polarisation and producing 
embarrassing surpluses in the midst of 
pervasive poverty. 

This, in essence, is what 1 gather from 
my experience and perception of the 
country’s eventful quarter century. What 
I have observed or read about the 


course of events in neighbouring cooB' 
tries battling similar problems Uf under, 
development and persistent poverty lea< 
me to believe that the underlying cause 
are similar and the approaches to betti 
growth with social justice ndule belli 
specific to the values and requirements < 
each country, will need to come to grips 
sooner or later, with the type of questions] 
I have referred to here. 

Given this view, answers to poveitjj 
need to be sought through internal efforts 
But there is scope and need for inter 
national colJaboration and assistance 
through sharing experience, skills am 
resources. For, in the long run, the prO' 
position that poverty among thi. 
majority is unsustainable with affluence 
among a minority is as true among 
nations as it is valid within a country. 1 


Regional impact of the Iddiki project 

E. Narayanan Nair 


Thu Iddiki project Is In thu nows, thanks to a strike by the state 
eleetriefty board employees who are allegsd to have committed a 
“major act of sabotage'" cutting off olSctrlcity to most parts of the 
state of Kerala for a brief period on May 14. This articia by Mr Nair 
who is a lecturer in the School of Planning, Centro for Environmental 
Planning and Technology, Ahmodabad, Is a timsiy reminder of the 
regional importance of the project. 


In framing a programme of development, 
there are a large number of decisions 
to be made. There are, the decisions 
about the rate of investment, how 
high or low it should be, about the 
distribution of investment between 
categories of how much should be 
allocated to industries, to agriculture,etc, 
then the decision about the location of 
investment, the design most preferable 
among the possible alternative designs 
for a particular project and the related 
technical problems. 

The points in favour and against an 
investment of this kind cannot be asses¬ 
sed in purely economic terms, nor can 
a decision be based in such an assess¬ 
ment. Cmisideration of regional develop¬ 
ment, as Well as other social and politi¬ 
cal value judgmoits, are also relevant 
Ihetors. Nevertheless, a terimical ap- 
pnisal with reference to specific econo¬ 
mic criteria in q tvfionql devqli^mmit 


framework will be useful when objec¬ 
tives aqd strategies of development are 
laid down. 

Generally, evaluation of any project 
or developmental programme is apprais¬ 
ed throu^ the technique of cost-benefit 
analysis. Benefit-cost analysis applies at 
the technical level, the product mix, size, 
location, capital intensity, durability 
and other aspects of the design of indivi¬ 
dual projects, enterprises, and program¬ 
mes of closely related projects and 
enterprises that the strategy of develop¬ 
ment has assigned to the public sector. 
This technique is one of the k^s to 
economic advance and it should be a:p- 
plied as a means of checkiBg investment 
programmes including broad Strategy of 
regional development.^ 

The cost-benefit Analysis is a tenet of 
laissez-faire capitmalism, that profit 
measures the gain which society derives 
from a prcyect. Prefflt can be thought of 

1033 


as a necessary feature of any decentraU 
sation of economic decisions. But the] 
may or may not be signalling mechanisn 
for decentralisation of economic deci 
sion.* They are good only if expenditun 
closely measures social costs and receipt 
closely measure social benefits. Moreovei 
this profit mechanism encounters man; 
limitations at the evaluation process o 
public utilities as such it can be ascer 
tained more easily In a regional impac 
perspective. 

Benefit-cost as a project cvaluatioi 
technique in Indian planning ought t( 
difibr from its American cousin. Invest 
ment criteria for the public sector shouU 
be explicitly related to the objectives o 
growth and these criteria should comeintt 
play in the drawing up of project plans. 
Perspective and five-year Plans whiol 
determine the broad strategy of growtl 
embodied in the plans leave many tactics 
questions unresolved, and it is thes( 
tactical decisions that are the provino 
of cost-benefit analysis- 

For benefit-cost analysis to fulfil thi 
role, planning must proceed through sue 
cessive stages of setting objectives, alio 
eating resources among sectors, and detoi 
mining the criteria for designing indivi 
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How 

medicines 
can be made 
available 
to all 

our pe<^Ie 


To make medicines available to aD our people 
the following fundamental steps are urgently 
called for: 

• All restrictions on production should 
be removed so that there will be higher 
production, better economies of scale, more 
competition and lower costs and prices. 

• Taxes and duties totalling Rs. 160 — 
Rs. 190 crores per annum, which constitute 
about 25—30% of the price consumers pay foi 
medicines, should be removed or substantially 
cut so that prices could be immediately 
brought down. 

• Since large sections of our people 
may not be able to afford even these reduced 
prices, the Government will have to consider 


OUT or STERY RUPEE YOU PAY 



subsidising them or even giving medlcinee 
free, at least to the poor. 

Excellent Record 

The pharmaceutical industry in our 
country has an excellent record of producing 
quality medicines, at prices (hat are among 
the lowest in the world, and making them 
available to our people when they are needed 
where they are needed. 

However, it is subjected to a number 
of rigid controls and restrictions—far more 
than on #ny other industry. These have 
resulted in slowing down and even retarding 
the industry's growth. Our requirements for 
more production and lower prices are great 
in the next 5—10 years. So is the need 
to move away now from the stifling controls 
and the resultant stagnation. To an era of 
dynamic, healthy growth 

Ccmmoa ObJcettYes 

The industry is eager ana willing to work 
together with the Government in meeting the 
national objectives in health and medical care. 
To make medickies aviulable to all our peoplis 


Issued Iw jpublfelsiBnntllDekrt^ 

opp 

OaOiMRMIOR or niAaiUCiUTfCAL raOMfCBM OP 

Oookk Bu&dfhg, Di. D. N. Road. Bombay 400001 
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4iH^|ir(^aets. Tbe esMotitl tte 

Mtu^p^ of 40 . i^pebifio oritt^ lo tl0 
I>l0E^ ttltimatoly to the mix <4^ d)jeo> 
tivei t^erlyhtg the plea. By modi^KihC 
the irelstive emphasis of diffnwiit objec¬ 
tives ooe miut duuige both the strategy 
of the plans and the tactical criteria for 
project selection. 

This schepm does not rule out feed- 
batdc from project selemion to the objec¬ 
tives themselves. Since the relative 
emphasu among the objectives, the plans 
and the frivestment criteria must initi¬ 
ally be set in the absence of technologi¬ 
cal information, that becomes available 
only as the criteria are implemented, the 
process of implementation might suggest 
revisions all the way up the planning 
ladder.* 

criteria for evaluation 

Economists have been debating over 
the criteria to evaluate public utilities. 
Still broad criteria like financial return, 
employment, and time are taken as the 
base. Even though there are limitations 
in applying the purely profit oriented 
approach there Im bran reluctance to 
abandon this yardstick. While conces¬ 
sions of one kind or the other are usually 
given, the financial returns on the 
invested capital still form the basis on 
which the economic merits of alternative 
schemes are assessed. In India the con- 


•valuation has come ..in for a great deal 
.ofdlscoisioh in Soviai Uaioa as well as 
in western countries. II 0 traditional rea¬ 
soning in this regard has been that, 
since individuals prefer t 06 Knt future 
satisfaction a discoimt hosto be made for 
time. The argument advanced against 
this is that, while individuals may have 
defective telescopic vision and, may, 
therefore, be inclined to discount the 
friture, but there is no reason why a 
society should do the same. To provide 
food for tomorrow should be no less and 
no more important,. other things being 
equal, than to provide food for today in 
any national planning policy.* But this 
does not answer the problems. Care 
should be taken to see that scarce capital 
in an underdeveloped country will not 
be locked op In projects which takes 
large time to mature. 

The evaluation of public utility projects 
has to answer many social costs md 
benefit problems. In foe case of public 
utility project evaluation, the social 
aspects receive much importance than the 
profit or financial return aspect. This is 
mainly because public utilities are meant 
for economic development and general 
welfare. In this case foe social cost pro¬ 
blems gain vital importance and we have 
to evolve crieteria catefolly. K.N. Raj 


has stated ri^tly foe imed to establish 
criteria for estimating; (1) The diffetmice 
between the private and sodd costs of 
the labour employed in the project; (2) 
The difference between the private and 
social costs of the material used in the 
construction of foe protect; (3) The 
difference between private and social 
costs of depreciation^. 

The concept of regional development 
and regional ^ance gained importance in 
Indian context only after the second five 
year Plan. This has stimaulated the de¬ 
centralisation approach in planning. But 
there are many limitations in the formula- 
of regional development goals and olijec- 
tives. A number of regional goals may 
exist and they may not be compati¬ 
ble with each other, there may not be a 
consensus on the ranking goals among 
various groups within a fegion* and pur¬ 
suit of maximisation of regional welfare 
function may or may not be consistent 
with the maximisation of welfare fiinc- 
tion of the nation.* In spite of these 
limitations regional planning aims at the 
reduction of regional disparity be ex¬ 
ploitation of resources and development¬ 
al feedback. But this should be made 
clear that exploitation of regional re¬ 
sources does not mean exploitation of 


ventional norm in regard to irrigation 
and electricity schemes has been to 
have a return of at least four per cent 
on the capital invested within 10 years 
of their completion.* 

Employment has, in this context, come 
in for a good deal of attention as possi¬ 
ble criterion. The reasoning is under¬ 
standable, since idle manpower has to 
be maintained by the society in any case 
at soma miUimUn level of subsistence, 
and the opportunities for productive 
employment are limited by the backward¬ 
ness of such economic investments 
whidi draw up on this manpower are to 
be prdeited, even on economic grounds, 
to foose which do not. The implication is 
that the real cost of labour mnploy- 
ed on investment projects should under 
these conditions, be taken as lower than 
expattditure which will actually have 
to be increased. 

Time as a criterian fox'public project 
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resource of national growth without any 
feedbacks. Hydel projects are typical in 
dtaracter as far as feedback is ccnir 
cemed. Since power can be transmitted 
over long distances, its impact may not 
be fully felt in the region, on the con¬ 
trary it may consume much of that par¬ 
ticular regional wealth. In this case 
technical alternatives to accommodate re¬ 
gional development should be persued 
and project feedback to the regional 
development objectives should' be as¬ 
certained. 

Before embarking on the project evalu¬ 
ation it is better to have an understand¬ 
ing about the supply and demand posi¬ 
tion of power in Kerala. 

Nature has endowed the state with rich 


Tablp n , ' 

Estimatisd Deatfiii ofFbwer—Categorywise 


SI. No. 


1960-61 


(in MW) 
1965-66 




Day 

Night 

Day 

Night 

1. 

Domestic and commercial 

5.1 

25.2 

11.1 

50.2 

2. 

Public utility 

— . 

3.4 


5.5 

3. 

Small ft medium industries 

36.4 

9.1 

44.9 

44.9 

4. 

Heavy and large industries 

85.4 

85.4 

242.8 

242.8 

5. 

Irrigation, etc 

15.1 

3.8 

25.1 

25.1 

6. 

Water works 

1.1 

1.1 

1.5 

1.5 

7. 

Provision of unforeseen loads 

—- 

— 

36.0 

36.0 


System Total 

I28.S 

115.1 

325.3 

365.4 


Note: The demand in 1971 is not being estimated. 

Sonice: Iddiki Hydel Project Feasibility Report 


potentialities for hydropower, which when 
harnessed, will compensate to a large 
extent the deficiencies of other energy 
sources. It is estimated that the total 
hydro-power potential in Kerala is of the 
order of 3,000 mw at 60 per cent load 
factor; of (his only less than 12 percent 
is harnessed. With the commissioning of 
Iddiki, we would exploit about 33 per 
cent of total hydel power potential. 

There were four hydro-electric stations 
in the state by 1960-61, at Pallivasal, 
Sengulam, Neriamangalra and Pering- 
lakutbu with a total capacity of 147.5 
MW. 

The four together generated 581.8 


Tablf I 

Power Installations in Kerala (1970-71) 


Sr. No. Project 

IC 

FC 



MW 

MW 

1 

Pallivasal H E project 

37.5 

325 

2 

Sengulam 

48.0 

36.0 

3 

Poringalkuthu 

32.0 

32.0 

4 

Neriamangalam 

45.0 

450 

5 

Sholayar 

60.0 

54.10 

6 

Pannior 

30.0 

15.0 

7 

Pamba 

300.00 

250.0 

8. 

Kuthiyadi 

45.0 

15.0 

9 

Iddiki 

500.0 

353.0 


Total 

1097.5 

835.0 


Source: Iddiki Hydel Project Feasibility 
Report. 

(For details on power development in Kerala 
See E.T. ..Mathew “Power Devciopnient in 
Kerala”, Sept. 1977.) 


million units during 1960-61, the com¬ 
bined maximum demand on them being 
116.3 MW, the daily, monthly and annual 
load factors in the system are 72 per cent 
to 78 per cent, 69 per cent to 73 per cent 
and 58 per cent to 63 per cent respec¬ 
tively. 

The demand and supply position of 
power in Kerala shows that Kerala was 
having surplus from 1970-71 onwards. 
Even though between 1961-65, industrial 
domestic and commercial consumption of 
power increased very much, Kerala was 
enjoying surplus of hydel power. In 
1970-71 this surplus was about 28 per 
cent taking only 355 MW of power from 
Iddiki. But the completion of all the 
three phases of the project and the full 
capacity of 780 MW will result in a 
tremendous surplus of electricity. 

Bold in conception and magnificent in 
executon, this mamoth project has a 
number of firsts to its credit. The project 
harnesses Kerala's biggest river—the epic 
Periyar— is the biggest project undertaken 
in the Kerala state, the arch dam is the 
first of its kind in India; the Iddiki power 
house is the largest underground power 
house in India; the concrete dam across 
the Cheruthoni tributary is the largest in 
Kerala. Yet mother creditable point 
is that the project’s forei^ exchange 
content has been pegged down to a 
base 10 per cent and ranks the lowest for 
such projects. 

In brief the project envisages: 

I. The creation of a reservoir of 
gross capacity of 74,400 million c.ft. (2 


million tonnes) to regulate the yield Of 
250 sq. miles of catchment belowthe exist¬ 
ing Periyar dam by the construction of 
three high dams-one across Cheruthoni, 
other across Periyar at Iddiki gorge and 
the third across Kilivalli, Thodu at 
Kulamaur. 

2. The diversion of the waters thus 
impounded into the adjacent basin of 
Muvatupuzha through a water conductor 
system consisting of a power funnel and 
two pressure shafts, to an underground 
power house for generation of 230 MW 
at 100 per cent load factor (780 MW of 
power at 30 per cent of load factor). 

3. The discharge of tail race through 
the funnel and then a channel of Valiar 
and tributary of Muvattupuzha. 

4. The transmission of energy through 
a doable circuit, 220 kv line to Kalame- 
ssary, a single circuit 220 kv to Pal lam in 
Tamilnadu and another single 220 kv 
line to Mysore.’® 

The estimate of the project when the 
scope was enlarged and revised in 1966 
was Rs 68.20 crores compared to the 
Ontral Water and Power Commission 
scheme September, 1961 of Rs 49.23 crores 
which the Planning Commission sanction¬ 
ed in January 1963. Due to escalation in 
the prices of materials and other reasons 
the project cost was estimated in 1976 as 
Rs no crores, compared to the revised 
project financial estimate of 104 crores in 
1974 (see Table III). 

The base study on Iddiki project and 
the power developmmt in Kerala impress 
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iriddfld wii raiiSly aecewa iy 
fw ^lagional devdopnwat of Kentla. 
Keni^ is an already powmr-exeess state, 
sdiy does the Kerala State Electricity 
Boatd (KSEB) have to spend ha money 
on a loi^term investment when its dis¬ 
tribution system is a shambles, there 
are current, fluctuations and frequent 
power IStHares. The KSEB is like Alice; 
it has to run to stay in the same place. 

A good portion of the cost of construc¬ 
tion is from loans and allocations from 
state plan, but at the cost of other pro¬ 
jects. A great deal of it is from the elec¬ 
tricity consumer in Kerala, at the cost of 
the distribution system. 

What is the solution? The answer 
usually given is not convincing in the 
regional context.There is enough power 
in the white oil of Kerala rivers to feed 
the industries of the entire south for the 
forseeable future. Tamil Nadu, Andhra 
Pradesh, Karnataka and even Maharash- 


< eua thrive with tiw. power that throbs 
flrom Kerala’s hydel geaearatioiis. 

Is this a good answer in the regional 
context under which the justifications of 
KSEB’s long-term investment is being 
asked? 

This article does not deal purely 
with the economic cost-benefit analysis. 
Here an attempt is made to evaluate 
the project on the basis of the socio¬ 
economic impact generated for the 
regional economy. The technical feasibi¬ 
lity study done by the project experts 
takes into consideration Aill details 
about the project technicalities. So we 
thought it would be interesting to study 
this project within a regional impact 
framework. The main objective is to see 
whether the project satisfied the objectives 
and premises of regional development. 

In the case of Iddiki hydel project 
several aspects of it would raise issues 
of considerable importance. For, the pro. 
jectoutlgy is large and the period of 


Table III 

Escalation in Costs of Iddiki Project 


SI. Item First estimate in As per revised Percentage 


No. 

1968 (Rs lakhs) 

in 1974 (in 
Rs lakhs) 

distribution 
in 1974 

1. Preliminary 

50.00 

97.00 

0.93 

2. Land 

114.00 

242.00 

2.32 

3. Works 

3786.94 

5985.87 

57.42 

4, Building 

250.00 

350.00 

3.36 

5. Plantations 

4.00 

7.00 

0.07 

6. Miscellaneous 

120.00 

220.00 

2.11 

7. Communicatjons 

240.00 

370.00 

3.55 

8. Soil conservation 

10.0(( 

20.00 

0.19 

9. Maintenance during contraction 

35.00 

56.00 

0.54 

10. Special tools and plants 

. 268.96 

375.00 

3.60 

11. Losses and stocks 

10.00 

15.00 

0.14 

12. Electrical works establishments 

378.63 

845.00 

8.11 

13. Production and transmission 

1483.87 

1647.00 

15.00 

14. Tools and plants 

123.46 

185.10 

1.77 

15. Receipts and recoveries (—) 

16. Capitalisation and abatement of 

126.64 

126.97 

1.22 

land revenue 

7.00 

42.00 

0.40 

17. Audit and accounts 

53.00 

60.00 

0.58 

Total 

6820.80 

10424.90 

100.00 


Soureet Iddiki Hydro-electric Project, Financial Report 


cenitructioa long, the scope of manpouw 
utilisation is limited since works are 
mechanised and concretised, on account 
of policy decisions. Moreover, the supply 
of water for irrigation schemes is not 
co-ordinated with the present project, a 
good percentage of power is to be trans¬ 
mitted to outside the region and the re¬ 
gional development envisaged as a 
result of local material demand for the 
project did not realise. 

The implications of these factors clearly 
deserve to be persued and judged along 
side the merits of the schemes in a region¬ 
al impact framework. 

The project report, on the basis of 
which the investment decisions are taken, 
give certain standard technical details 
and some estimates in very general terms 
on the probable benefits. This is under¬ 
standable because, the criteria necessary 
for such an appraisal can be derived only 
with reference to the objectives and pre¬ 
mises of the larger developmental pro¬ 
cess and these have not been clearly stat¬ 
ed. Even with a clear picture of these 
objectives and premises the choice of 
appropriate investment criteria is by no 
means easy, and their application to con- 
cerete cases presents still more baffimg 
problems.*^ 


lack of data 

In the following pages an attempt is 
made to evaluate the main criteria in the 
context of regional development process. 
Lack of quantitative data force us to get 
satisfied with qualitative and informative 
inferences in various instances. 

As stated earlier the location of the 
dam was decided technically and scienti¬ 
fically. The conceretised arch dam at 
Iddiki is justified on technical points, the 
stress it would be subject to in view of 
the volume of water it has to hold in the 
reservoir, the nature of the gorge, as well 
as the economy in cost. Even the earlier 
proposal of 1961 by the Planning Com¬ 
mission, under which it has sanctioned 
Rs 49.23 crores for the project, states 
that it should be concretised. Bwause of 
its mecham'sed nature the scope for 
labour utilisation is limited, even the 
maintenance staff is also less since every¬ 
thing is being automatised. 

Cfaeruthoni dam is the highest damtn 


lasnmM BcxnicHiisr 


1037 


MAY 26, 1978 



India next to j^hakra dam. The desigDi 
of this dam was changed from a rubble 
mascmry dam in 1961 proposal to a 
concrete dam in 1966 resulting in an up¬ 
stream shift of site by 800 feet. This 
proposal said that it should be medu- 
nised. The shift in site was in view 
of the reservoir and the stress it may 
have to bear. Cost-wise also it consumes 
much of finance, while the cost of Iddiki 
Arch Dam was only Rs 9.50 crores, 
Cheruthoni Dam cost Rs 25.50 crorers in 
January 1976 and still is not completed. It 
is cleiu' that no attempt was made before 
deciding the changed design about the 
employment absorption criteria, which 
badly limited local manpower and mate¬ 
rial utilisation. 

The next dam, located along Kiliivali 
Thodu at Kulamavu was designed in 1961 
as an earth-filled dam. But it was chang¬ 
ed in 1968 into a masonry dam. The 
main objective of this dam for being 
masonary was to provide employment to 
local people and utilise local construction 
materials like stones, mortar, etc, 
whidi are available locally in plenty. 
But this ran into heavy weather 
from the outset. The decision of the 
government to make it a concrete dam 
after the famous labour strike of 1971 
was really unfortunate from the regional 
economic development point. Since this 
dam unlike that of Iddiki and Cheruthoni 
dams does not have to bear much stress, 
and technically this change is not warran¬ 
ted, the decision of the government to 
concretise this dam is ddective and short¬ 
sighted. This switch over is not justified 
in terms of gestation period since this dam 
has not been completed so far. 

many loasaa 

The workers’ strike in 1969 has resulted 
in many losses. This has compelled the 
authority to prolong the first phase of 
work by two years, adding a loss of Rs 18 
crores worth of power with an interest 
rate of Rs 5 crores. Also the inflation, 
wage increase and rise in general 
price index has enhanced the burden. 
During the strike, 2,200 tonnes of 
cement worth Rs 450,000 was spoiled. 
The strike also caused tremendous soil 
siltation during rainy seasons. 

Out of the whole project only Kula- 


mavu dlamel coastraetion. employed 
considerwle labour. This woric was 
taken tqt under the supervision of 
KSEB. 

The total envisaged employment utili¬ 
sation for the whole eight years of pro¬ 
ject construction was 53,84,298 and about 
95 per cent of It constitute Mazdoors and 
Masons**. The importance to this 
category of workers was given due to the 
proposed masonry dam at Kulamavu 
instead of the present concrete dam. This 
change in design must have lessened the 
labour absorption by 50 per cent**. 

This kind of employment associated 
with investment has certain characteris¬ 
tics. In the case of a hydel project the 
share of employment when compared to 
the irrigation project is less. The study 
of Bhakra Nangal project shows that the 
share of employment of labour highly 
related to the expenditure on construc¬ 
tion of the canal system**. 

Since Iddiki project did not envisage 
any Irrigation system, we cannot expect 
this possibility of labour utilisation 
directly generated from this project. 

boost to oeonomy 

The project envisaged that because of 
the demand generation of employment 
and construction materials the regional 
economy would get boosted. It also anti¬ 
cipated that the new demand pattern 
would give rise to new activities and 
the availability of dieap power .and 
water in Muvatupzha river will attract 
new industries in Kerala, especially 
along this river. But this envisaged 
impact have to be taken with skepti¬ 
cism by seeing the pattern of industriali¬ 
sation iu Kerala and also the . resulted 
regional impact through this demand 
factor. 

The project work demanded one lakh 
tonnes of cement for dam construction. 
The construction also demanded a good 
amount of steel, fly ash and granite, 
Among, these only granite is available 
in the nearby vicinity. The reqired 
cement andsieel are supplied from Tamil 
Nadu and the fly ash which will substi- 
. tute 10 per cent of cemoit is supplied 
by ^e* joQMrias outside Kerala. This 


impaet of cfev^epmahl apuat lutve thi 
multitier efibet in Tamil Nadii or eliis- 
where. The only iadastcy in Keisala^ 
got benefitted is the Kundara atemininm 
factory which has a^eed to at^ply the nor 
cessaiy conductors for power transmisston 
lines. 

•ocio-nconomle bnimef 

The socio-economic impact on the peo^ 
pie living in the project area is negligible. 
The project area was uninhabited before 
the project started, except some few tribal 
families qnd 20 migrant families. These 
tribals were not willing to work in the 
project in its initial stages, but slowly 
their consumption behaviour and attitude 
towards work and social interaction got 
changed positively. This is one of the 
contributions of the project to the social 
transformation of the local tribals. 

Even though the project architects 
envisage a picture of irrigation facili¬ 
ties for 150,000 acres of lands 
through the tail race water discharged 
from the generators, this has not y^t 
materialised. Since the irrigation work 
is a time consuming one and the canal 
work is much expensive, this irrigation 
facility would not be available to benefit 
the region in the near ftiture. Moreover 
since the project has already started 
functioning, the presently discharged 
water of 1,000 cusecs to the Nachar 
river is being wasted. 

If this project also includes the irriga¬ 
tion system, instead of the Kerala public 
works department seperately taking res-' 
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f|ioiifH|u^ «f it. tiik woglc ccndd lave 
be«B aynultaieoatly witk iP^ 

c(xtfid|atiw Itetwepn 4«m i|n4 cual' 
oonitr^on. Thb aoeo-pu^w execu* 
tionit^dae to thejptful: Jdayedby KSEB 
as the.;so^ei: authority of the project. This 
hiiDss foi^ the need of a decision malt'. 
ing body at ^e n^onal level and the 
state govenunmt could have formed a 
seperate project authority. co*ordinating 
the power and irrigation projects, with 
the objectives and premises of regional 
growth as the main criteria for project 
design and implementation, 

todundont labour 

By 1974 it is estimated that approxi¬ 
mately 8000 labourers were working in 
the project except engineers. Since the 
project is coming to an end, the relieve- 
ment procedure of workers have already 
begun by relieving 1,300 workers in 1973. 
During 1976 another 4,000 workers re¬ 
ceived notices. The state government is 
thinking of saving these workers by start* 
ing the third phase of the project** and 
also by starting the Edumalayar and 
Salantivali projects. 

It is dear that in this respect the 
government should take a positive and 
broader outlook of providing employ¬ 
ment and promoting regional growth. 
Irrigation projects and road construction 
within the district is a potential area for 
providing employment. Though there 
are good roads connecting Iddiki with 
other districts of Kerala, communication 
is faster and economical through Tamil- 
nadu. This has taken away much 
Iddiki’s commerce and trade inflicting a 
great loss on Kerala’s economy, with Ihck 
of utilisation of Codiin port and other 
business centres of Kerala for conunerce. 
But the setting up of the Iddiki district 
headquarters at the project site can in¬ 
fluence the future development of this 
region. 

The evaluation of the project in the 
regional context has to take into account 
the technological changes in the environ¬ 
ment, Many ecologists think that the 
recNitly reported three earthquakes and 
the chahge in weather conditions are 
indications for the environmental teans- 
formatipn in ti^ leghm.. The. proposed 


toiiyrtap developmem !ia 8 to bf studied 
mtk ^seedvironment4;«^Q|ies in viow. 

The above analytical stttdy of the im 
pact evaluation of the Iddiki hydro-electric 
project brings forth the ihet that this pro¬ 
ject is a great boon the economic 
development of the southern states, 
including Kerala. But the lack of vision 
about the regional development frame¬ 
work clearly shows that the project can¬ 
not be fully justified in the context of 
regional development. Accommodation 
of regional development oljjcctives in the 
designing and implementation of the pro¬ 
ject becomes inevitable. It should be 
specified that, if a particular project does 
hot promote regional development as was 
envisaged, alternative policies should be 
formulated to stimulate regional deve¬ 
lopment. 
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The conversion issue of 21 per cent 1962 
loan announced by the Government of India has 
an element of surprise in it in that, while there 
was general expectation of a loan announcement, 
nobody quite succeeded in anticipating correctly 
thenatuieof the new lean. For one thing the 
general expectation was that the new issue would 
be a cash-cum-conversion affair whereas actually 
it is purely a conversion loan, subscriptions being 
acceptable only in the shape of the 21 per cent 
(1948-52) loan which is under redemption. The 
loan will be open for subscription from June 1 
and will be closed as soon as subscriptions amount 
approximately to Rs 35 crores, in any case not 
later than Jpne 5. It would appear that the 
amount of the 2{ per cent (1948*52) loan held 
by the public is about Rs 35 crores. The aggre¬ 
gate it Rs 87 crores, hut a considerable portion 
of the total outstanding ainoimt is held by the Re¬ 
serve Bank* The chief mecRdf the terms of the 
new loan is that it makea^lt possible for tlw 


Government to throw out a feeler to the security 
market without at the same time revealing their 
hand. A H per cent short-dated loan, for 
instance, may commit the Government to the 
maintenance of cheap money and while it may 
have a good tonic effect on gilt-edged prices io 
the not improbable event of its turning out to 
successful, it will at the same time be in the nature 
of a rather risky enterprise in the present mood 
and circumstance of the capital market. The re¬ 
issue of the 2} per cent ^(1962) loans does not 
commit the Government to anything. It preserves 
the 'status quo* of the interest basis and the 
response from the holders of the loan now under 
redemption will enable Government to judge the 
feeling of the capital market and frame their sub¬ 
sequent loans in a suitable manner. ^ With the 
Kashmir and Hyderabad issues generating a cer¬ 
tain amount of political uncertainty* it is the part 
of wisdom to feel one's way careYuUy and that is 
what exactly the new issue seeks to do. 
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D, R s N,.-„ Economic Community 


According to the Treaty of Rome, consumer Is regarded as one 
of the main beneficiaries of the establishment of the Common Market 
and the Community has a special responsibility to see that the benefits 
of economic Integration are not corflned to producers and business 
firms but are shared by the general public. 


The establishment of the European 
Common Market in 1958 and its enlarge¬ 
ment in 1972 have benefited producers 
and manufacturers in the nine member 
countries of the EEC by opening the way 
to profitable form or trans^frontier coope¬ 
ration and giving access to larger markets 
than merely national ones by eliminating 
all tariff and non-tarilf barriers and estab. 
lishing common tariffs for outside world 
throughout the Community. This process 
has resulted in concern for protecting the 
interests of consumers, and the Commu¬ 
nity has a special responsibility towards 
the consumers so that the benefits of 


respect of contracts which have been 
negotiated away from business premises. 
The motivation for these proposals was 
provided by the European convention on 
the judicial and quasi judicial missions of 
consumer protection which was held from 
December 10 to 12, 1975 in Montpellier 
at the initiative of EEC Commission with 
the cooperation of the Faculty of Law 
and Economics, and a colloquium (Decem¬ 
ber 23, 1976) of consumers’ organiza¬ 
tions was organised by the EEC commis- 
sion in Brussels. At the colloquium, the 
commission had invited consumer repre¬ 
sentatives and national government 


WINDOW 

ON 

THE WORLD 


economic integration arc not only confined 
to the producers and business firms but 
are also extended to the consumers 
and general public. With this in mind 
the Council of the European Economic 
Community adopted a preliminary pro¬ 
gramme of the EEC for a consumer 
protection and information policy on 
April 25, 1975. 

The EEC commission has also formu¬ 
lated on October 14,1975 proposals in the 
field of consumer protection which relate 
to the approximation of laws, regulations 
and administrative provisions of the 
member states concerning liability for 
defective products. On January 29, 1977, 
the commission requested for a council 
directive to protect the consumer in 


agencies responsible consumer protection, 
and this provided an opportunity to take 
stock of what the Community had done 
on behalf of consumers and also 
exchange views between consumers* 
representatives and government agencies 
on this issue. 

The EEC's preliminary consumer pro¬ 
tection programme was geared to the 
study of the following systems and legis¬ 
lation; 

(i) The systems ofassistance and advice 
in the member states; 

(ii) Systems of redress, arbitration and 
the amicable settlement of disputes exist¬ 
ing in the member states; 

(ill) The jMvs of the member states 


relating to the consumer protection in 
the courts, particularly the various means 
of recourse and procedures, including 
actions brought by consumer associations 
or other bodies; and * 

(iv) Systems and laws on these matters 
in certain third countries. 

It is widely felt in the EEC that the 
legislation in the member states concem- 
.ing judicial and quasi judicial consumer 
protection needed to be improved, parti¬ 
cularly in the following areas: 

(a) Extending consumer education and 
information; 

(b) Strengthening conciliation bodies of 
every kind; 

(c) Setting up or extending the powers 
of arbitration bodies; 

(d) Simplifying and humanising tradi¬ 
tional procedures; and 

(e) Making a specialised organisation 
responsible for consumer protection. 


By providing pertinent information, an 
attempt should be made to achieve a 
situation in which an individual consumer 
knows his rights. Although consumer 
apathy is quite often a problem in this 
area, it largely depends on the consumer 
himself whether and to what extent he 
takes advantage of the information pro¬ 
vided. At present the information that 
is offered in the EEC is only used by the 
consumers to a limited cxetnt and socially 
week consumers arc not even aware of 
the sources of any such information. 

Proposals have been made by various 
concerned regarding better and eilbetive 
information and education services to the 
consumers in the form of the following 
measures at the Community level: 

(i) Member states should develop 
introductory courses on consumer affairs 
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is and orgaaiw special ooanes to 
tnin a^iool teacihers; 

(li) Ooiversity course on coauunier 
law dsbuld be encouraged; 

(iii) Member states should introduce 
consumer information sdiemes using all 
available hiethods^radio broadcast, tele* 
vision jnrogrammes, and features in the 
mass circulations, newspapers and special 
lised publications: 

(iv) In the field of product informa¬ 
tion, consumer organisations, ministries 
or government departments responsible 
should publish detailed information sheets 
on consumer rights regarding specific 
products and certain economic or legal 
cases; 

(v) It would also be useful to distribute 
to the consumer specific information put 
out by the supplier or producers, covering 
any particular ingredients or composi¬ 
tions, directions for use and dangers of 
the products as well as some legal infor¬ 
mation; 

(vi) Consumer adv'ce centres should 
be set up throughout the Community with 
the main task of giving factual answers to 
consumers' letters and to questions by 
telephone and from personal callers; and 

(vii) To supplement the consumer 
advice centres which are chiefly concerned 
with consumer problems. Citizens’ Legal 
Advice Bureaus ought to be set up to 
deal with citizens’ personal problems in 
general. 

consum«r tducation 

Radio and television programmes for 
consumers’ education and information 
may take the forms of news flashes (two 
to ten minutes) broadcast at peak listen¬ 
ing/viewing times, half-hour programmes 
aimed at housewives or elderly listeners 
broadcast in the afternoon, and pro¬ 
grammes aimed at special groups of con¬ 
sumers. The daily press may also devote 
more space to comparative surveys of 
goods and services and other general con¬ 
sumer topics. In the specialised press, a 
regular section may be included for con¬ 
sumer information containing articles on 
utility, prices, availabiUty, servicing, etc. 
In the EEC, certain periodicals are solely 
devoted to consuhier information like 
•Which’, ‘Que doisir’, *50 Millions de 


Ccmsommateurs', ‘Consuneniengids’ and 
•ITaaak’, It is felt that fhfsse periodicals 
hive limited circulation aoid as such their 
boiefitis not available td weaker con¬ 
sumers. Effort should be made to increase 
the readership of these by distributing 
it free of charge in citizens’ advice 
bureau, travel agencies, .at toade fairs, 
exhihi^oos, railway statimis,. airports, 
etc. 

Law But 

In order to improve the eilbctiveness of 
consumer advice centres, mobile units 
could be set up to provide consumer 
advice on special events and to reach the 
many places where it may not be feasible 
to open permanent centre. Example of 
this type of arrangement is the University 
of Oslo’s legal assistance scheme, called 
Law Bus which was started in 1971 and 
has proved very successfhl. 

This Law Bus is a mobile legal informa¬ 
tion service for consumers and is run by 
a group of 20-30 law students and law 
graduates, working on a regular basis. It 
has three main aims: 

(a) To provide the general public with 
legal assistance; 

(b) To enable an organisation to be 
made of the pattern oi^ demand for legal 
assistance in the society; and 

(c) To give students some practical 
experience in law to supplement their 
academic studies and training. 

In the EEC, at present two models are 
generally favoured in setting up citizens’ 
legal advice bureau. They are the British 
Law Centres and Citizens’ Advice Bureau, 
and the Dutch ‘Wetswinkels*. There are 
about 600 citizens advice bureau in 
Britain^taffed mainly by part-time volun¬ 
tary workers. They advise consumers on 
legal questions and maintain very detailed 
information on current consumer inhabi¬ 
tants of poorer areas with as complete a 
range of legal services as possible. In the 
Netherlands there are at present about 
lOO ••Wetswinkels” (law shops) situated 
all over die country. They cater mainly 
for those who cannot afford to consult a 
lawyer and pay his fees. Until now these 
law shops have been financed by dona¬ 
tions and subsidies from public and 
private bodies, in view of their success 
and utility to promote the interests of the 


weaker section of the society, attempts 
are currently being made in the Nether¬ 
lands to institutionalise this systmn of 
legal aid. Working party set up for this 
puipose has recently made the following 
recommendations for improvements, 
which it is felt could be ^ use to the 
EEC as a whole with a view to setting up 
similar organisations: 

(0 Bureau to give preliminary advice 
should be easily accessible; 

(ii) These bureaus need a central orga¬ 
nisation; 

(iii) Specialised services should be set 
up for specific branches of law as well as 
a research department; end 

(iv) Such organisations should be 
financed by the government in conjunc¬ 
tion with the legal aid system and pro. 
vided with permanent staff. 

In their operation, they may aim at: 

(i) Giving an independent opinion; 

(ii) Informing the citizen of his legal 
position; 

(iii) Advising him on the decisions to 
be taken; 

(iv) IMending the citizen possibly by 
initiating legal action; 

(v) Helping the citizen when courts’ 
decisions are executed; and 

(vi) Attending to non-Iegal problems. 

II 

It is widely recognised all oyer the 
world that recourse to legal proceedings 
to settle consumers’ disputes is not a 
satisfactory solution, because the process 
is cumbersome and very expensive as 
compared with the often minor injury in 
question. The delays and the tedinicali- 
ties of the court procedures are such that 
ordinary consumers have almost lost 
their faith in the efScacy of legal pro¬ 
ceedings, and as such it is considered 
simpler and less costly to set up conci- 
liation machinery. By way of preventive 
action, conciliation bodies can make 
ethical agremnents with producers and 
suppliers to eliminate, in advance, dis¬ 
putes with consumers or at least make 
them less likely. On complaints from 
consumers regarding irregular .commer¬ 
cial practices, a conciliation body must 
be able to approach the firms concerned 
and ask them to put a stop to the prac¬ 
tices in question drawing attention, if 
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In old French it was called ZUCHRE. In Arabic and Persian it is 
SUKKAR and SHAKAR respectively. It is SHARKARA in Sanskrit and 
SAKKHARON in Greek. 

One does not have to be a scholar to notice the evident phonetic 
resemblance of the words. It is perhaps not surprising, since all of them 
mean the same thing—SUGAR, the universal sweetening agent which in 
some form or other has been known to mankind from the neolithic age. 
Today SUGAR usually means crystalline sucrose—the kind you use in 
your home every day. It is an essential item in your diet with e high 
energy value of 1,794 Kilocalories oer pound. There is no other 
satisfactory substitute for sugar. 


UPPER GANGES SUGAR MILLS LTD. 

Seohara, Dist. Bijnor (U f) 

Manufacturers of pure crystal cane sugar 
Morton Confectionery & Milk Products Factory 
Marhowrah, Dist. Saran (Bihar) 
Manufacturers of condensed milk and quality confectionery 
Oil mills, Chandausi (U P) 

Manufacturers of groundnut oP 
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need ^4 theliBct that Aey are fllegal 
and cowd give rise to mandatory sane. 
tiOM; 

The main task of. such conciliation 
bodies consists of amicable settlement of 
disputes between consumers and pur> 
veyors of goods or services. It is diffi¬ 
cult for a consumer who has good reason 
to bring a complaint against a firm to 
propose a friendly solution to the dispute 
(m his own account as this would put 
him to a disadvantage in relation to the 
opposite party. On the other hand, it is 
much easier for a conciliation body to 
propose a friendly settlement wh<ch takes 
account of the interest of both parties. 
This type of amicable agreement which 
is not legally enforcible, differs from a 
conciliation decisions some times handed 
down by the courts, like those in France 
where a judge proposes a settlement 
which both parties accept. The most 
effective conciliation machinery exists in 
Sweden called the “Complaints Office” 
which was set up in 1968. Although 
financed by the ministry of Commerce 
and hence free of charge to the consu¬ 
mers, the complaints office is an autono¬ 
mous institution which endeavours to 
work out principles and find solutions 
acceptable to both the parties. The staff 
of this office is recruited and paid by the 
main consumer organisation in Sweden, 
the National Office for Consumer Policy. 

complaints office 

The complaints office has a chairman 
and six judges and can also engage techni¬ 
cal experts and laboratories to carry out 
tests on commodities. The statutes of the 
office require that, at a consumer’s re¬ 
quest, it may examine any dispute over 
goods and services between the consumer 
and a supplier and decide how, in its 
opinion, such a dispute should be settled. 
Although decisions of this office are not 
legally binding, (they are only recom¬ 
mendations), but in an average of 85 per 
cent of cases they have been found accep¬ 
table by both the parties. The public 
submit ccnnplaihts to the office through 
its. secretariat by telephone or letter or 
by calling personally and the office tells 
its decisions in writing and also issues 
forms for complaints about various kinds 
of goods and services. It is widely felt 


that the Swedish model is die most ap- 
ptt^iafe one and can very well be ad- 
qpted by the EEC for Community-wide 
consumer protection. The EEC com¬ 
mission has yet to indicate its acceptance. 

Ill 

In sevwal countries, such as Denmark, 
the Netherlands, Switzwland, the USA, 
etc., there are arbitration bodies to settle 
minor disputes, including consumer grie¬ 
vances, in order to relieve pressure on 
the courts. This kind of arbitration is 
much less costly and quicker as com¬ 
pared to the legal proceedings. Moreover, 
as arbitration bodies are generally orga¬ 
nised according to trades, the problem of 
expert knowledge is greatly simplified. 
The responsibilities and powers of these 
bodies vary from country to country and 
their decisions are not always binding or 
only becoming enforcible after a higher 
authority or a court becomes in¬ 
volved. 

The F.EC commission has pointed out 
that these existing arbitration systems 
need harmonisation at Conununity level 
particuarly in regard to their organisa¬ 
tion, their power and their mode of ope¬ 
ration. It also needs to be established 
under what conditions arbitration awards 
could be enforcible and in what circums¬ 
tances the enforcibility would be subject 
to confirmation. The EEC Commission 
has formulated certain proposals regard¬ 
ing an arbitration procedure under which 
provision could be made for one sole 
arbitrator who would have to be inde¬ 
pendent and preferably a lawyer. Another 
possibility would be a Collegiate System, 
under which there would have to be equal 
representation in order to safeguard both 
sides. 

It is felt that the arbitration pro¬ 
cedure could vary according to the am¬ 
ount at stake. Disputes involving small 
claims could be settled by sole arbitrator 
whereas more important cases may re¬ 
quire a joint arbitration committee, un. 
less, of course, the two sides preferred to 
settle their dispute in the ordinary 
courts. So far, the EEC commission has 
not put forward before the council a 
proposal for a directive along these lines 
but it is expected that very soon such 


proposals would be formulated and sub¬ 
mitted to the council of mim'sters. 

IV 

There is an urgent need to improve 
ordinary legal procedures independent of 
the conciliation and arbitration proce¬ 
dures indicated above. As point^ out 
earlier, the court procedures all over the 
world are costly and time consuming and 
as such are not very much favoured by 
the weaker section of the society includ¬ 
ing consumers. It is felt that way should 
be found of simplifying the procedures 
and making them less expensive and less 
time consuming. Some EEC countries 
have already set up or are planning to 
set up new legal machinery to safeguard 
consumer interests in minor cases on the 
lines of a small claims courts in the 
USA, the County Courts in Britain and 
the Swedish Law of 1974. The EEC 
commission has indicated that it would 
welcome the idea of other Community 
countres initiating similar measures, to 
simplify and humanise traditional law 
procedure. Very shortly, the commission 
will undertake a study of the laws of the 
member states relating to consumer pro¬ 
tection in the courts, particularly the 
various means of recourse and proce¬ 
dures, including actions brought by con¬ 
sumer associations or other bodies; and 
will submit, where necessary, appro¬ 
priate proposals for improving the exist¬ 
ing system and putting them to better 
use. It IS felt that the proposed EEC dir¬ 
ective on the simplification of legal pro¬ 
cedures should be based on the following 
principles : 

(i) A clerk of the court helps the par¬ 
ties to draft complaints and to prepare 
a clear and full defence; 

(ii) The case is heard by one judge, 
who conducts it expeditiously without 
two much formalities and picks out the 
main points so that both sides know on 
what to base their case; 

(ii) No legal representation is allow¬ 
ed; if needed a technical expert may be 
called in and be paid for by the court; 

(iv) The judge tries to settle Jhe dis¬ 
pute amicably; 

(v) In most cases, the procedure 
should be verbal; 

(vi) In most cases, one hearing should 
be sufficient; 
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(vil) Only absolutely ossential ex* 
penses may be recovered frmn. the losing 
party; 

(viii) The right of appeal isstrictjy 
limited; 

(IX) This procedt^ should only be used 
for civil cases whe^ the value of injury 
suffered does not exceed a fairly small 
sum; and 

(x) As far as practical organisation 
is concerned, the tribunal or the board 
should be located as near as possible to 
the parties concerned. An evening and 
off-day hearing should be arranged for 
those who cannot attend during the 
working day. 

Current legal procedures can very well 
be improved by wider access to legal 
a'ds, lower legal costs, introduction of a 
scale of fees by lawyers and modernis¬ 
ing the trappings of the legal system. It 
is suggested that the formalities of obta¬ 
ining legal aid be simplified and the in¬ 
come threshold for obtaining aid should 
be adjusted upwards. The consumer 
should be granted free legal aid automa¬ 
tically if the complaint has been upheld 
by a public complaints office or by an 
office recognised by the state. There is 
also need to clarify the highly intricate 
system of lawyers fees, making it more 
advantageous to the complainant. Such 
fees should be calculated not only ac¬ 
cording to the sum under dispute, but 
also according to the time spent by the 
lawyers and duration of the proceedings. 
The high, courts and the lesponsible 
ministries may give instructions to offi¬ 
cers of the courts and magistrates to 
draft legal acts and judgments in clear, 
concise, direct and simple language. 

eollective proftetion 

The notification and bringing of cases 
for redress by individual consumers is, 
however, not always the best and effec¬ 
tive way of achieving collective protec¬ 
tion which is the main objective of any 
scheme of consumer protection. In many 
cases, it would be more practical for 
consumer organisations to intervene and 
get involved by taking direct action under 
criminal and civil law to press for com¬ 
pensation and redressal of grievances. 
Experience has shown that legal action 
by individuals is only worthwhile if the 
damage or injury suffered is substantial 

: MgiSRN BOemOMISr 


but it .^ahould not be forgotten that al¬ 
though individuals are not smiously 
affected by malpractices on a small scale, 
the individual legal action is not, there¬ 
for, joftified, the total sum of money in¬ 
volved can constitute a huge illegal pro¬ 
fit to Che manufacturer and supplier and 
this ^ould be eliminated. Only collective 
action can achieve this as has been 
shown in the United States and Canada. 

V 

In every scheme of consumerism, the 
question of who is to pay for consumer 
protection is a matter a major impor¬ 
tance. In many Europeancountrics, consu. 
mer centres are responsible forcomtUg 
to consumer’s aid. Such centres are sup¬ 
ported by organisations concerned with 
consumers’ interest and financed almost 
entirely out of public fUuds. Mostly these 
organisations have come up with private 
initiative. It is suggested that alongside 
these private organisations, public ser¬ 
vices also be set up w'th the aim of in¬ 
forming the consumer of his individual 
rights. Such public services could carry 
out surveys and inform and cooperate 
with other public services, private firms 
and industrial and commercial under¬ 
takings to improve the consumer’s posi¬ 
tion. It has been suggested in various 
quarters that the consumers’ position 
could be greatly improved by appointing 
an Ombudsman as in Denmark or Sweden 
who could be responsible for monitoring 
trading practices in areas where there is 
legal protection for consumers against 
abuses and unfair practices. In order to 
do this, he would need to carry out con¬ 
tinual checks on trading activities and 
monitor the classes and conditions under 
which firms deal with the consumer. Ap¬ 
pointment of an Ombudsman would pro¬ 
vide a reliable safeguard of a consumer 
and bring about a marked decline in in¬ 
fringements of the rules on fair trading 
practice and of the many laws applic¬ 
able in other fields. It would also en¬ 
sure fair competition and pro^r use of 
advertising. 

VI 

Athough consumer protection is not 
directly the area of mponsibility of the 
EEC, but a suitable legal basis for in¬ 
itiating and implementing various pro¬ 
posals on consumerism could be found 


ittA|tlblq23S of the Jlmhe Treater je 
theproteotioa Che consumers 
presumably dontribute to**comitaiit ha* 
provemenl of the living conditions r^. 
red to in the Preamble of the Trexty, 
and therefore constitutes **one of the 
objectives of the Community”. Attide2 
of the Treaty sets the C(mimunity” tiie 
task of iM*omoting a continnous and 
balanced expansion and increase in stabi- 
lity (and)'an acoelated raising of the 
standard of living”. Article 100 (Ap¬ 
proximation of laws) can also be regar- 
ded as a legal basis, as it stipulates that 
the provisions to be harmonised most 
“directly affect the establishment or flinc- 
tioning of the Common Market”, and 
consumer is regarded as one of the main 
beneficiary of the establishment of the 
Common Market. 

universal problem 

The above survey and analysis of 
consumerism in the European Economic 
Community throws light on the problems 
of protecting and promoting the interests 
of consumm vis-a-vls the manufacturers 
and suppliers. In general, these problems 
are faced by countries like India as well 
and we can substantially draw upon the 
experience of Europe in tackling prob¬ 
lems of consumers and finding satisfac¬ 
tory and amicable settlements of prob. 
lems, and for orderly growth of inter¬ 
change of goods and services between 
the producers and the users. Unfortuna¬ 
tely, only lip service has been provided 
so far to the consumers’ interests by en¬ 
actments like the Monopolies and Res. 
tricted Trade Practices Act 1969, codes 
of conducts and ethics drawn up by or¬ 
ganisations of trade and industry, etc. It 
is suggested that a national level com¬ 
mittee be set up to study the problem of 
consumer grievances and make suitable 
recommendations—both legislative and 
non-Iegislative—to the government, or¬ 
ganisations of trade and industry and 
consumers, and initiate a programme of 
consumer education through the publi¬ 
city media like radio, television and the 
press. This will also go a long way in 
improving the quality of life and in pro¬ 
tecting the weaker sections of the society 
who have always been the victhns of 
undesirable i^tioes by some manufac- 
turs and suppliers. 
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h no tetMitt, 

^ideittljr, to the def^ths to whidi a certain 
t^pe of Iwliticians wonld sink. Tho other 
day a 0(fllege student was run over hy a 
hit-aad-hin jeep on a Ddhi street. He l^p* 
pened to be the son of a CBI ofiQcial who 
was the chief investigaiing ofScer in the 
JCtsm Riwsi Ka case. Even as the hoy was 
in deep coma in a local hospital and was 
Slating a losing battle with death, some 
Janata men tried to make political capital 
out of the tragedy by insinuating or al* 
leging that it had been contrived by the 
SanjayGandhi gang as an act of revenge 
against the fbther of the victim. It was 
later found that the jeep involved in the 
accident belonged to the Intelligmce 
Bureau and was in fact being driven by 
a driver in the employ of the Bureau, 
with two Inspectors, also from the 
Bureau, as passengers. I wonder whether 
it will be the argument of the Janata 
men, who were so ready to point an 
accusing finger in a certain direction, 
that the Intelligence Bureau is a nest of 
Indira Gandhi conspirators. Surely such 
extravagant, irresponsible and altogether 
contemptible conduct on the part of 
even a small number of Janata elements 
will only redound to the advantage of 
Mrs Gandhi and her group,. who should 
find it less difficult to that extent to con¬ 
tinue to project themselves as the targets 
of an unscrupulous political vendetta. 

One curious feature of this sad episode 
is that the prime minister, speaking in 
Lok Sabha on May 15, the day the boy 
died (the accident itself having taken 
place on May 12), reportedly said that 
the jeep had been traced and the Inspec¬ 
tor General of Police had assured him 
that the persons responsible would also 
be traced. However, newspaper reports, 
date-lined also May 15, said that the 
police claimed to have seized a jeep. No. 
DED 185, the owner of which was a 
small-scale industrialist. Eventually, this 
turned out to be the wrong jeep and the 


latdligeiitie Biveau je^; ivlitch is now 
said to be the guilty one, .has the regis¬ 
tration No. DHD 188. Now^ the question 
is, which was the jeep about which 
Mr Desai had been briefed when he said 
that the vehicle involved In the accident 
had bemi traced. Going by newspaper 
reports, one will have to assume that the 
polke were able to locate the '‘right’’ 
jeep‘>onIy after Mr Desai had said in 
Lok Sabha that the jeep involved in the 
accident had been traced. In other words 
at the time when the prime minister made 
the statement, the police were still engag¬ 
ed, apparently,in investigating whether the 
jeep, subsequently exonerated, was the 
one which was the hit-and-run vehicle. 

There is e passage in 

the Shah Commission's report which is 
worth mulling over: 

"Imaginary fear of possible and pro¬ 
bable consequences for doing a right 
thing has done more havoc than the 
known consequences that followed the 
performance of duties on the right lines". 

Commending the conduct of Mr R.L. 
Mishra, Joint Secretary in the Home 
ministry who "never gave in to the wrongs 
indulged in by the Delhi administration 
even when his own Secretary had thrown 
up the sponge", the Shah Commission 
points out that this "only means that 
doing the right thing is an art of the 
possible.” Here, it seems to me, there is 
a sufficient answer to the present chief 
justice of India who recently confessed 
to the difficulties he had in coping with 
an issue of ethics during the emergency. 

Talkirtg of “doing the right thing", 
certain journalists have been receiving 
accolades from various quarters for hav¬ 
ing donethe right thing during the emer¬ 
gency. The latest beneficiaries are Mr S. 
Mulgaokar of Indian Express and 
Mr S. Nihal Singh of The Statesman who 
have been named by a monthly. Atlas 
World Press Review, to share honours 
as International Editor of the year. The 
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editoi’ aAd pubUshdr d this Ametiesa 
magazine, Mr Alfred Balk, explains that 
these two Indian editors were chosen **not 
only for their own performance but as 
symbols of a courageous journalistic 
minority who tenaciously resisted the 
oppression of the emergency/* 

I do not know how Mr Mulgaokar 
feels about thus being singled out—if 
^‘singled out” is the correct phrase for this 
case of pairing. His of course was essenti¬ 
ally a passive act. He was not prepared 
to support the emergency and therefore 
opted for suspending his column. It was 
this which made him persona non grata 
with the then powers that be. So far 
as Indian Express was concerned, the 
basic decision to play an adversary role 
to the then government was taken by its 
truly courageous proprietor, Mr Ramnath 
Goenka, who figures in the Balk's listing 
of “also rans”. As for Mr S, Nihal Singh, 
he gets the honour only because 
Mr C.R. Irani, not being the ae jure 
editor of The Statesman^ could not 
very well have bagged it for himself. Mr 
Irani, however, gets a place among the 
others “cited for their courage.’* He no 
doubt deserves this credit, but what 
puzzles me is why Eastern Economist 
came to be overlooked in this naming of 
the field, when Freedom First, Himmat^ 
Opinion and Seminar have been noted. 

This should cause , as 

much disappointment to the readers'of 
the journal as to me. Perhaps, I am to be 
blamed to some extent since I neglected 
post-emergency publicity. Mr Balk, in 
far away New York, cannot, in any case, 
be blamed. But it should be interesting 
to know how he had been briefed and by 
whom. Incidentally, Motherland also 
receives mention for courage during the 
emergency. This is curious since Mother¬ 
land was shut down on the first day of the 
emergency. Curiouser still is the re¬ 
ference to Mr B.G. Verghese. He certainty 
was not the editor of any newspaper 
during the emergency and, as a contri¬ 
butor to Commerce, he was writing maiuly 
on non-controversial themes such as rural 
development. I wonder whether Commerce 
would have published any politically 
compromising article from him at that 
time. Mr Verghese of course was quite 
active against the 
emergency on 
another plute. 
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TRADE 

WINDS 


Credit to Priority 
Sectors 

Whii£ thk policy of caution 
towards credit expansion has 
to .continue, the comfortable 
resources position provides 
an excellent opportunity 
to banks to accelerate the 
flow of credit to priority sec¬ 
tors. This was emphasised by 
the governor of the Reserve 
Bank, Dr I. G. Patel, at a 
meeting he had in Bombay 
on May 15 with the chief cxe- 
cutives of major banks. Indi- 
eating that there would be no 
major modifications in the 
broad structure of credit regu¬ 
lations, the governor announc¬ 
ed the following changes : 

1. RBI refinance would 
become available to banks in 
respect of food credit in ex- 
cess of Rs 2,000 crores ins¬ 
tead of Rs 1,500 crores as at 
present. Other elements in 
the food refinance mechanism 
remain unchanged. 

2. The “DTL Refinance”-— 
that is, the refinance to which 
banks are at present entitled 
to the extent of one per cent 
of their net demand and time 
liabilities as on the last Friday 
of March 1977 has been done 
away with. The Reserve Bank 
will, however, provide tem¬ 
porary accommodation, when 
needed, for meeting clearing 
imbalances under discretion¬ 
ary or standby arrangements 
at the Bank Rate (9 per cent). 

3. Banks should deposit 
with the Reserve Bank in 
terms of rupees the equivalent 
of one half of the net aggre¬ 
gate amount accruing here¬ 
after to each bank under the 


Non-resident (External) Rupee 
Accounts Scheme and Foreign 
Currency (Non-resident) Ac¬ 
counts Scheme; the Reserve 
Bank will pay a reasonable 
rate of interest on such de¬ 
posits. The deposits could be 
credited to the Reserve Bank 
oiv a monthly basis beginning 
from June 1978. There will be 
a suitable provision to permit 
withdrawals from such de¬ 
posits depending on the with¬ 
drawal of deposits of the bank 
concerned. 

The governor announced 
that the Reserve Bank has de¬ 
cided to increase the rate of 
interest paid by it to banks on 
the cash reserves (above the 
statutory minimum; including 
those pertaining to the 10 per 
cent incremental reserve ratio 
maintained with the Reserve 
Bank from six per cent to 6.5 
per cent with effect from June 
I, 1978. The special deposits 
made under the new proposal 
in respect of non-resident ac¬ 
counts will also attract inte- 
rest at 6.5 per cent per annum. 

Monstary Trends in 
1977-78 

The Reserve Bank governor, 
Dr I.G. Patel, at the meeting 
with chief executives of major 
banks said that a review of 
the monetary and credit trends 
during the financial year 1977- 
78 revealed that the rise of 15 
per cent in money supply was 
certainly high even in the con¬ 
text of an estimated increase 
of fivb per cent in national 
income wliich must have led 
to an even larger percentage 
increase in the . quotum of 


goods arrivtog in the market. 
What made the expansion 
particularly worrisome the 
RBI governor said, was that 
it followed an unsually large 
monetary expansion of 18.8 
per cent in 1976-77. The size¬ 
able increases in monetary 
expansion for two successive 
years constituted an ^infiation- 
ary potential’ which empha¬ 
sised the continued relevance 
of a cautious monetary and 
credit policy. The year 1977-78 
also witnessed a sharp dece¬ 
leration in gross bank creciit ; 
the increase was 11 per cent, 
as against an increase of near¬ 
ly 21 per cent in 1976-77. The 
slower rate of expansion in 
1977-78 was largely attribut¬ 
able to an actual decline in 
public food procurement 
credit. In absolute terms, the 
expansion in non-food gross 
bank credit was more or less 
of the same magnitude as in 
the previous year. Such a 
lower rate of credit expansion, 
coupled with the accretion of 
deposits of about the same 
order as in the previous year, 
enabled banks to liquidate 
substantially their indebted¬ 
ness to the Reserve Bank. 

Significantly Lower 

The gross credit.deposit 
ratio of banks at 68.4 per cent 
at the end of March 1978 was 
significantly lower as compared 
with 76.0 per cent a year ago. 

Against this background, 
the governor assessed the out¬ 
look for the economy in the 
current year, and also for the 
banking sector. According to 
him, in all likelihood, national 
income growth in 1978-79 
would be rather moderate. 
This was because the increase 
of about five per cent in 
national income in 1977-78 
was largely attributable to the 
attainment of seven per cent, 
increase in agricultural pro¬ 
duction. It is unfikely that 


there will be a si^Iar inciease 
in agricidturai production 
during 1978-79. At best, we 
could hope that agricultural 
production would be sustained 
at the 1977-78 level. Industrial 
growth may show a marginal 
rise from 5 to 6 per cent dur¬ 
ing 1977-78 to, say, 7 or 8 
percent, but the agricultural 
sector is likely to dampen the 
overall increase in national 
income. Monetary and credit 
policy would, therefore, have 
necessarily to operate in the 
framework of a rather smaller 
increase in national income in 
1978-79. 

IBRD Sees Bright 
Spots in Economy 

In a background note on 
this country's economy pre¬ 
pared by the World Bank for 
the Aid India Consortium 
stress is laid on **the great 
opportunity”, for promoting 
the development of our econo¬ 
my in its current circumstances 
with large stocks of food- 
grains, high and rising ex¬ 
ternal reserves, excellent crop 
expectations, price stability 
and good prospects for sus¬ 
taining the improved supply 
of foreign exchange. 

The sucess of our strategy, 
which projects a rapid rise in 
developmental expenditure, it 
said, *‘will bring the Indian 
economy to a more dynamic 
growth path but it will also 
advance the date when the 
growth of the economy will, 
once again, be resource-con¬ 
strained. The trade deficit and 
the current account deficit 
wilt reach high levels during 
the second half of the five- 
year period. Hence, the flow 
of external assistance will once 
again. become an important 
factor in equilibrating savings 
and investment as well as in 
balancing the extmual pay* 
meots^’. 

Despite considerable econo- 
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woiftl.prpgtess k the 
iMt |wp decato, the b&isk> 
gretiild note said, India ie> 
maiaUl one of the worId!s 
{KKHfst countries with an esti> 
mated pdr capita income of 
S ISO. Thegteat poverty and 
the immmise development pro. 
blems which remained to be 
dealt widb tended to disguise 
the . present and potential 
economic capacity. 

Even though millions of 
fanners still used ancient 
technology, India was the 
fourth largest foodgrain pro¬ 
ducer in the world and a 
leader in wheat research. 
India's medical research was 
at the frontier of reproductive 
biology. 

Postal Tariffs Revised 

The Posts and Telegraphs 
department is revising the 
postal tariffs with effect from 
June 1. The revised rates are: 

Letters: For a weight not 
excecd'ng ten grams 25 paisc; 
for every ten grams or fraction 
thereof exceeding ten grams 
15 paise. 

/’oj/cordr: There will be no 
change in the postal tariffs on 
postcrads containing written 
communicatiem. On postcards 
containing printed communi¬ 
cations of any description, a 
separate postal tariff of 20 
paise per card has been pres¬ 
cribed. There is no change in 
the postage on inland letter 
cards. 

Book pattern and stmple 
packets: For the flrs| 50 grams 
or fraction thereof 2S paise, 
for every-addititmal 25 grams 
or fraction thereof in excess of 
SO grams IS paise. 

Registered newspapers Single 
copies for a weight not ex¬ 
ceeding SO grams 2 paise; for 
a wei^t mceeding 50 grams 
but not 100 grams 5 paise; for 
eveiy additional 100 grams or 


ftaction thereof exceeding 100 

grhms.lOpa^. 

Book packets contabttng perio- 
dicals: For a weight not ex¬ 
ceeding 100 grams IS paise; 
for every SO grams or fl-action 
thereof exceeding 100 grams 
20 paise. 

Begistration fee: Rupees 2.2S 


i.1t^gislrati<»i %for 
Silk b^s Rs 11. this W 
ckkrgeable on foreign regis. 
tettd articles also. 

Becorded delivery fee: Re 1. 

' Fee for issue of advice of 
delivery: 30 paise per article 
(by surface route). Fee for the 
above countries if air trans¬ 


mission is rbtttitreddiw t^ AD 

is. (peisSiHe). > 

Certificate of posting:^3B 
paise per three articles itt 
less. 

Air surcharge on postal ar^ 
cles: At present there is do 
surcharge for transmission of 



[AT PNB 

^ WE PROTECT YOUR 
FUTURE INTERESTS 


\ 


We have many savings schemes to suit your requirements. 

Save with ajs and secure your future. 

MULTI BENEFIT €t OLD AGE DEPOSIT SCHEME Rs. 5000 deposited for 
10 years will fetch you Re. 12»177.50 at maturity. ^ 

RECURRING DEPOSIT SCHEME Rs. 100 deposited every month for 63 months 
vvill fetch you Rs. 8061.00 at maturity. 

SPECIAL FIXED DEPOSIT SCHEME Rs. 10,000 deposited for 63 months ( 
will fetch a handsome quarterly interest of Rs. 225.00. 

Bank interest upto Rs. 3,000 per annum is exempt from income tax for an individual* 
Deposit upto Rs. 1,50,000 (including other specified investments) are exempt 
from Wealth Tax. Your deposits remain totally secured. 



For further detalts please conteet our nearest branch. 


puniob nodoncil bonk 




(A Govtrnmcnt of Indio Undertaking) 
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letters, lettv cards, postcards. 
and niCniv'i^ddi^ll^^ ’ 
same will continue. Oh' other 
postal artiles mentioned below, 
the air surcharge is being 
revised as follows; 

(1) Postal articles other than 
letters, letter cards, postcards, 
money orders, parcels (i.e. 
book packets, registered news¬ 
papers) lOpaiseper 10 grams 
or fraction thereof; (ii) parcels 
SO paise per 100 grams or 
fraction thereof. 

Late fee: Inland postal arti¬ 
cles unregistered postal arti¬ 
cles 20 paise per article; re¬ 
gistered articles 30 paise per 
article; on registered articles 
posted at night post offices 
after the closure of the registra¬ 
tion counter 10 paise per arti¬ 
cle; unregistered article posted 
in RMS sections 25 paise per 
article. 

Foreign postal aritcles: Both 
registered and unregistered 
article 30 paise per article. 

Gold Sales in 2nd 
Auction 

The Reserve Bank on May 
18 awarded 1,498.7 kg—near¬ 
ly 1.5 tonnes—of gold to 641 
successful bidders at prices 
ranging from Rs 630 to Rs 675 
per 10 gm in* the second gold 
auction held on May 16. 

In the Arst auction held on 
May 3,229 bidders were awar¬ 
ded a little less than half a 
tonne of gold at prices rang¬ 
ing from Rs 620 to Rs 663 per 
10 gm. 

For the second auction RBI 
received 1,155 tenders, of 
which nine were declared in¬ 
valid on grounds such as 
failure to indicate the bid 
price and quantity of gold bid 
for and failure to deposit 10 
per cent of the total value of 
the bids. 

Of the 1,146 valid bids, 
641 have been accepted and 
awarded the quantities of gold 


fq^ed in ttMiMi. 

The third auctlqii of gold 
sale will {be held cm May 31. 


Task Forces fiM 
Industries 


The minister for Commerce, 
Civil Supplies and Coopera¬ 
tion, Mr Mohan Dharia, has 
appointed high-powered task 
forces for major product 
groups, such as agriculture, 
handicrafts, gems and jeweU 
lery, leather and leather 
manufactures, engineering pro¬ 
jects, electronics and small 
scale sector. This was announ¬ 
ced by the minister, in New 
Delhi on May 15, while addres¬ 
sing the first meeting of the 
Central Advisory Council on 
Trade. 


During the next three 
months, the task forces 
would draw up programmes 
for specific actions for securing 
higher exportable surpluses 
through better capacity utilisa¬ 
tion, new investments and 
modernisation. Other func¬ 
tions of the task forces would 
include exploring new markets 
for our products, identifying 
new products for exports parti¬ 
cularly where we have a com¬ 
parative advantage and im¬ 
proving export infrastructure. 


Second Press Panel 
Set Up 

An 11-member commission, 
headed by a former judge of 
the Supreme Court, was ap¬ 
pointed on May 18 to go into 
the development of the Indian 
press in the past 25 years and 
chart out its future growth. 
The Press Commission, the se¬ 
cond since independence, is 
required to submit its recom¬ 
mendations within .a year. 

Headed by Mr Justice P. K. 
Ooswami, the ' commission 
consists of Mr Abu Abraham, 
Mr Prem Bhatia, S. N. 


DWivedt, Mr Moineudia Har¬ 
ris, Mr Ravi Mathai, 
Ynshpdhar N. Mehta, Mr V.K. 
Narasimhan, Mr P. S. Nari¬ 
man, Mr Arun Shourie and 
Mr S. H. Vatsayan. The ap- 
penntment was announced in 
Rajya Sabha by the minister 
for Information and Broad¬ 
casting, Mr L. K. Advani. 

Duty Relief for Animal 
Feed 

Animal feed is leviable to 
export duty at Rs 125 per 
tonne. The trade had been 
representing for exemption 
from export duty tapioca 
chips, an animal feed, due to 
a steep fall in the local prices. 

Considering the interests of 
tapioca cultivators, encourag¬ 
ing exports and making this 
item competitive in the inta- 
national market, the govern¬ 
ment has exempted tapioca 
diips B-om export duty. 

increased Outlay on 
Housing for Miners 

There has been an addition 
of over seven per cent in the 
number of houses for miners 
provided by Coal India Limi¬ 
ted under its coal mines wel¬ 
fare organisation scheme, since 
the nationalisation of coal 
mines in 1973. The number 
of houses for mine labourers 
which stood at 1,18,366 be¬ 
fore nationalisation, now num¬ 
ber 1,60,943. More than 27 
per cent of miners are now 
provided rent-free houses to 
live in, under this scheme. 

The capital outlay on hous¬ 
ing during 1977-78 was about 
Rs 16 crores and it has been 
increased to nearly Rs 21 
crores for the year 1978-79. As 
on March 31, this year, there 
were 12,549 houses under con¬ 
struction, and another 14,874 
ar^ targetted to be added dur- 
tag the current year. It is 
expected that by ]9$5-86, 50 
por cent of mine labourers will 


4e covered luidw the 
India housing ichftne, and 
thattheie will be one bentse 
for every alternate eaq>loyee, 

Scopu for EnghMuriiig 
Goods Exports 

Overseas contracting of 
engineering goods has shown 
considerable improvement with 
orders on hand at the last 
financial year (1977-78) aggre¬ 
gating to an impressive figure 
of Rs 1,146.71 crores covering 
a diverse product range in¬ 
cluding construction projects. 
In March, in the western re- 
gion alone fresh contracts re¬ 
gistered, were of the order of 
Rs 83.59 crores-sthe highest 
for any month. 

Business accruing in (he 
rest of the engineering centres 
of the country is estimated to 
be Rs 50 crores. This trend 
indicates that the target of 
Rs 725 crores for 1978-79 will 
be achieved. The earnings 
from engineering goods dur¬ 
ing 1977-78 are placed at 
Rs 625 ciores, Rs 25 crores 
less than the target. 

The performance in the cur¬ 
rent year is expected to be 
substantially better. The re¬ 
vival of construction activity 
in the Gulf region is a favour¬ 
able factor. 

New Strategy 

The Engineering Export Pro¬ 
motion Council has prepared 
a new strategy to ^st ex¬ 
ports. This includes participa. 
tion in 14 specialised fans all 
over the world, strengthening 
of existing overseas offices of 
the council in several interna¬ 
tional centres and the opening 
up of new ones in Sydney, 
Los Angeles, Warsaw and 
Cairo. It also plans to organise 
smtaars of shipping, export 
finance, project exports and 
the role of small-scale units. 
An intensive sales promotion 
boost for enlarging exports to 
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tbe aii^hbeitri^cQuntries ef 
PaltS^n^ Bt^a a^ S» 
Lai^ is aiso to be iffl(ier> 
tak^i- ' 

takini Act RcpMlcd 

The Baidcisg Service Com^ 
mission (Repeal) Bill, which 
was rejected by Rajya 
Sabha in December last,« was 
passed at a joint session of the 
two houses of Parliament. 

The bill seeks to repeal the 
Banking Service Commission 
Act of 1975 which provided 
for a central recruitment ma¬ 
chinery for selection of staff 
for the public sector banks. 

The president had summon¬ 
ed the joint sitting of the two 
houses of Parliament to deli¬ 
berate and vole on the bill. 
The bill passed by Lok 
Sabha had been rejected by 
the Rajya Sabha. 

Moving for consideration of 
the bill, the Finance minister 
declared that the government 
had no intention of going back 
on the nationalisation of 14 
banks. On the other hand, it 
was committed to the social 
and economic objectives for 
which the banks were nationa¬ 
lised «and we are going 
forward in fulOlling those 
objectives” 

Mr Patel said that the 
goveriunent proposed to '&et 
.up seven recruitment boards 
instead of the Banking Services 
Commission because it was of 
the considered opinion that a 
sinjg;Ie centralised agency 
would bo unwieldy and cum¬ 
bersome and would not be 
conducive to the growth of the 
banking system. 

Tread Wear Indicator 
for Tyre 

For the first time in India 
a car tyre will be available 
with tread wear indicator. 
Tread wear indicator is a safe¬ 
ty device which tells the mo- 
torists to chaise tyre when the 


<lteitd wears down to this dq>th. 
Ai^rding .,:to a Goodyear.; 
spokotnan 1K) per cent of all 
tyre troublei occur in the last 
10 per cent of the tyre’s life. 
The US and a number of 
western, countries have mini¬ 
mum tread depth laws or other 
tyre safety regulations, enforc- 
' ed at vehicle inspection time 
or by random police checks. 
In a number of these countries, 
tread wear indicator has been 
enforced as a must for all 
passenger car tyres. 

In this country, Goodyear's 
new power drive car tyre, 
which will be soon launched 
in the market, will be equipp¬ 
ed with tread wear indicator 
facility. Smooth tyres have 
been found to be upto 44 per 
cent more likely to have flats 
as new tyres. The risk of 
skidding which is 5 to 10 times 
more likely with average tread 
depth on wet roads'as on dry 
roads, is doubled with bald 
tyres. Tread wear indicator 
will provide the timely warn¬ 
ing to change the tyre befive 
it is unsafe for driving. 

MMTC to Supply 
Ore to China 

The Minerals and Metals 
Trading Corporation has con¬ 
cluded a firm contract with 
China to supply between 
20,000 and 30,000 tonnes of 
first grade iron ore at interna¬ 
tionally competitive prices. 

In return the corporation has 
placed firm order with the 
Chinese to import certain non- 
ferrous metals including 200 
tonnes of zinc, 50 tonnes of 
antimony and 1,000 flasks of 
mercury. 

The contracts wem initialed 
by the trade delegation led by 
Mr Suresh Naroin, general 
manager, MMTC,which visited 
the recent Canton trade fair. 
This will be the &st shipment 
of iron ore that MMTC will 
be despstching^ to Chtha. The 


M^ wHi teke place by 
UliSBtlof Au^^CkMat. . 

iHio-Pak Tiailu Talks 

;;Tlie three day trade talks 
bcHweeii !udia and Pakistan 
at Islamabad were inconclu¬ 
sive and the two sides 
decided to meet again after 
^•a brief adjourment.” Accor¬ 
ding lO a joint communique 
issued simultaneously from 
the capitals of the two 
countries, the two sides 
agreed **in principle” on the 
indicative lists of goods and 
commodities in which trade 
of mutual interest would be 
exchanged. 

The talks were aimed at 
concluding a trade agreement 
to take the place of the one 
which ended in January last. 
The talks were held ‘in a 
pordial and friendly atmos. 
phere.” India on its part 
explained its view that trade 
could be conducted on ‘he 
pattern followed hitherto. The 
Indian delegation expressed its 
readiness to cooperate in solv¬ 
ing the problems put forward 
by the Pakistan side. According 
to the joint statement, in re¬ 
cognition of the right of an 
importing country to seek an 
orderly marketing arrange¬ 
ment, ihe two sides considered 
various regulatory measures 
which could be adopted to 
bring about the necessary 
improvement in the nature 
and direction of trade. 

Thai Order for Testeola 

Testeels Limited has secured 
if contract worth Rs 6.25 cro- 
res with the Electricity Gene¬ 
rating Authority of Thailand. 
The contract, on turnkey basis, 
is for design, supply and con¬ 
struction of 400 km X 115 kv 
double circuit and single cir¬ 
cuit transmission line in south¬ 
ern Thailand. 

This was disclosed on May 
17 by the company's manag* 
ing director, Mr Nalin Shah. 


He said the Asian Develop- 
mem Bank was fmanciog this 
proj’f^. ■ . 

Mr Shah said Testeels 
ted had entered into a 
venture with Sino-Thai 
neering and Construction 
Ltd, Bangkok, for carrying 
out the work under the supers 
vision of Testeels, 

This order, the third in 
succession, was obtained 
against keen international 
competition, especially from 
Japan. The order is to be 
completed in 24 months. 

The projects in Nepal and 
Laos were likely to be comple¬ 
ted by Junp this year, Mr Shah 
added. The supply for the 
Indonesian contract valued at 
$1,636 million would be com¬ 
pleted during the current 
financial year. 

Britain's Rscord 
Trade Surpuls 

Britain had a record visible 
trade surplus of £236 million 
in April, according to figures 
released on May IS by the 

Th« Economist 
Intelligsncs Unit Ltd., 
Uondon 
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dcpartmeiit of Trade. The 
previous best was £161 million 
in 1977. With the adj^ition 
of ^imoted invisible eannngs, 
April also saw a record cur* 
leal-account surplus of £336 
mSlioa. The result is explained 
by a four per cent rise in the 
volume of exports against the 
previous month» together with 
a 12 per cent drop in import 
volume. 

This year has seen two ex¬ 
ceptionally high sutpluses and 
two exceptionally low deficits. 
Averaged out, the result is 
broadly in line with the govern¬ 
ment’s forecast of a £250 mil¬ 
lion current-account surplus 
in the first half of the year. 

In the months to April there 
was a visible surplus of £48 
million, compared with a 
deficit of £340 million in the 
previous three months. This 
represents an 8^ per cent 
growth in export valume. and 
a rise of only 2^ per cent in 
imports. 

North Sea oil played a sig¬ 
nificant part in the change, as 
higher exports and lower 
imports led to a £140 million 
reduction in the overall oil 
trade deficit. Trade in motor 
vehicles was also important, 
with export volume rising by 
23 per cent over the three- 
month period and imports 
falling by four per cent. The 
terms of trade moved one per 
cent in Britain’s favour between 
the two three-month periods. 

UK Bank Rate 

The Bank of England raised 
its minimum leading rate by 
.j-per cent on May 12. The 
move follows a one . per cent 
I increase announced, by the 
] Chancellor of the Exchequer, 
t Mr Denis Hdatey, in his 
April hddget and a further 
, inc;e$)|se ctf per cent a 
;wei$. ."ago. The rise is a 

BcoNOMisr 



response to. awl^pjws 
and is expeatei^ to allay' 
of the uncertainty- of past 
weeks. '' 


jdous sector grant of £t0- 
million in 1973- 

Ijiftliaiiaa's GiowUi 


The bank thin|i that an 
appropriate rdat^iship has 
nowbMO achieved .with inte¬ 
rest rates abroad. This will 
tend to stem the flows of mioney 
towards other international 
centres where interest rotes 
had been more attractive. It 
will also improve the prospect 
for sales of gilts. 

British Aid 
for Power Sector 

The British government has 
granted an allocation of £30 
million to India from aid funds 
for the purchase of British 
goods and services for the 
power sector. 

The grant by the ministry of 
Overseas Development, will 
finance wide range of new 
equipment, spares, compo¬ 
nents and materials for the 
further development of the 
power sector, which is essen¬ 
tial for the future prospects of 
the rural economy of India. 

A British team that visited 
India recommended the grant 
as well as various forms of 
assistance under technical co¬ 
operation. Under the latter 
arrangements, Britain has 
already provided training in 
Britain for Indian engineers. 
For 1978-79, Britain has offer¬ 
ed 42 training places for power 
station engineers, as well as 
eight places at a Central Ele¬ 
ctricity Generating Board 
(CEGB) school for senior train¬ 
ing instructors. 

CEGB consultants will help 
provide 12 short courses in 
India this year for about 250 
engineers and a five-man team 
will advise the government of 
India on training methods. 
Britain has already provided 
substantial aid for India's 
power sector,. including a pre- 


With 152,093 flights during 
the year 1977 covering a total 
of 195.8 million flight kilo¬ 
metres, Lufthansa has again 
iecorded an increase in per. 
fotmance compared with 1976. 
This number had increased by 
4.3 per cent for 1977 compared 
to 1976. 

Lufthansa has introduced in 
the past new features of inflight 
entertainment on its Boeing 
747and DC-10 intercontinental 
flights. As from April 1, 1978, 
the re-opening of the airway 
•Amber One’ for international 
air services from Bangkok 
across Laos and Vietnam to 
Hong Kong reduces flying time 
to Hong Kong by over one 
hour. The actual flying time 
from Delhi to Hong Kong will 
be reduced to 6 hours 30 
minutes. 

Estimate of 
US 6NP 

The US 1978 Gross National 
Product is likely to be under 
official projections by $16 
billion-chargeable to “last 
winter's freeze, the coal strike, 
and whatever else contributed 
to the shortfall in first-quarter 
production." That’s the assess¬ 
ment of Morgan Guaranty 
economists, who calculate tlie 
GNP loss to be equal to $200 
for each family in America. 

The bank economists, writ¬ 
ing in the May issue of the 
Morgan Guaranty Survey, 
note that first-quarter output 
of goods and services should 
have been at an annual rate of 
$1376 billion (in 1972 prices) 
to be m line with the January 
forecast of the president’s, 
council of Economic Advisers 
(CEA) of a 1978 teal GNP of 
$1400 billion. But growth in 


^ first quarter alaoimted 'Id 
only $1,358 blHidn, 

Wttat - would beiequired to 
make up for the jpowth klUt in. 
the'fitst three months of this 
year and get back cm trendlihe 
called for the CEA, which is 
for average growfti of4|,per 
cent quarterly? It would take a 
second-quarter GNP increase 
over the first quarter at more 
than a 10 per cent annual rate. 

A more realistic expecta¬ 
tion, in the view of Morgan 
Guaranty’s economic staff, 
would be that whidi results in 
a 3.9 per cent year-over-year 
increase in real GNP, instciad 
of the original CEA projection 
of a 4.7 per cent gain in annual 
GNP, 1978 over 1977. 

Names in tha News 

Mr Shripati Singhania has 
been elected president of the 
Bharat Chamber of Commerce 
for 1978-79. He is a director 
of the J.K. group of industries, 
a sitting member of the Com¬ 
mittee of All India Organistion 
of Employers and vice-presi¬ 
dent of Indian Wire Rope 
Manufacturers Association. 

Mr K. Vishnu Murthy Yerka- 
dithaya has taken over as the 
new chairman and managing 
director of Indian Overseas 
Bank. He was chief executive 
ofvthe United Asian Bank, 
Berhad, Kuala Lumpur, 
Malaysia, prior to his present 
appointment. 

Dr P.L. Agarwal, general 
manager of the Rourkela Steel 
Plant, has been appointed 
chairman of the Steel Autho¬ 
rity of India. Dr Agarwal will 
take charge of his new office 
soon. He succeeds Mr R. P. 
Billhnoria who held office for 
just over a year. 

Mr S.G. Snadaram, chair¬ 
man of the Cardamom Board, 
has been appointed chairman of 
the Rubbm Board. He would 
also be concurrently ohairmaa 
of the Cardamom Board. 
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TmuHic* Fitfss Wtll 

Texmaco has done well 
during the year ending 
December 31, 1977 with gross 
profits at Rs 3.01 crores, 
registering an increase of 20 
per cent over last year’s per. 
formance. After providing 
Rs 8.25 lakhs for investment 
allowance reserve, Rs 44.S9 
lakhs for depreciation and 
Rs 1.55 crores for taxes, there 
was a balance of Rs 93.48 
lakhs out of which an appro¬ 
priation of Rs 8.46 lakhs has 
been made to dividend on 
91,016 CR. preference shares of 
Rs 100 each at 9.3 per cent per 
annum. Dividend on 10,000 
cumulative preference shares 
ofRs 100 each at 7.857 per 
cent takes Rs 78,570. Another 
Rs 1,65,000 goes by way of 
dividend on 30,000 CR pre¬ 
ference .shares of Rs lOO each 
at 5.5 per cent per annum. 
Rs 93,000 are allotted to 
dividend on 10,000 CR pre¬ 
ference shares of Rs 100 each 
at 9.3 per cent per annum and 
Rs 22.50 lakhs to pay- 
ment of dividend on 15,00,000 
equity shares of Rs 10 each 
making a total of Rs 25.86 
l^s towards overall dividend. 
Thirty lakh rupees are trans¬ 
ferred to debenture redemp¬ 
tion reserve and Rs 29.14 
lakhs to the general reserve. 
The directors attribute this 
scale of performance largely to 
the adaptatimi of the product- 
mix to the emerging market 
requirements and also to the 
rontinuing cost reduction drive 
through inventory coiHrol and 
better finance management. 

Production during , the year 


was marginally lower at 
Rs 30.59 crores compared to 
Rs 31.20 crores in the pre- 
vious year. The sales during 
the year stood at Rs 30.78 
crores which, while com¬ 
mensurate with the produc¬ 
tion were below the 1976 
level of Rs 37.37 crores. This 
apparent fall, on a straight 
comparison, was primarily 
because the turnover of the 
preceding year was boosted 
owing to the liquidation of 
accummulated stock of 
wagons for Yugoslav Rail¬ 
ways and textile machinery. 

Export Poformance 

After an all-time export 
record of Rs 10.72 crores in 
1976, the directors say, ex¬ 
ports during the year witnes¬ 
sed a temporary lull which is 
not uncommon in case of 
capital goods export. How¬ 
ever the company has export 
ordm in hand of the value of 
Rs 7.64 crores which would 
show a bettw export perfor¬ 
mance during the current year. 

In spite of the textile indus¬ 
try still operating under reces¬ 
sionary conditions the produc¬ 
tion picked up during the year, 
with prospects of a bigger 
share of the market. While the 
production and sale of steel 
castings during the year 
registered an improvement, 
the directors rq»rt, there 
cmitinued substantial capacity 
under-utilisation owing to the 
brunt of the power cut borne 
by the electric arc Aimance 
melting jmtion. 

Production and despatches 


o£ boilers during the year 
undkx review were satisfactory. 
Tbe directors report that pro- 
dnidion and sales in sugar 
n^hineiy division were at an 
all-lSme high. 

Bmda Rayon 

There has been a spurt in 
the profits of fiaroda Raycm 
Corporation for the year 
ended December 31, 1977. 

After meeting all expenses 
but before providing for 
depreciation and investment 
allowance reserve/develop¬ 
ment rebate reserve the pro¬ 
fits for the year is placed at 
Rs 5.57 crores against a profit 
Rs 46.74 lakhs. Depreciation 
takes Rs l.61 crores and 
investment allowance/deve¬ 
lopment rebate reserve Rs 3.18 
lakhs, leaving a balance of 
Rs 3.93 crores, against a 
balance of Rs 28.24 lakhs in 
the previous year. 

The improved results for 
the year, the directors report, 
ore mainly duo to better off- 
teke of man-made filament 
yam with the revival of 
demand, improved efficiency 
of the nylon division, consi¬ 
derable reduction in the cost 
of raw materials, lower cost 
of finance because of relatively 
lower borrowings and by 
controlling the overheads 
despite higho’ production. 
The working results for the 
year had to bear the burden 
of the bonus in terms of the 
Bonus Ordinance for the year 
1976. A» per the revised 
labour agreement certain 
additional benefits have been 
givmi to the workers and 
staff. The directors complain 
that excise duty on man-made 
filament yam continues to be 
a crushing burden, which has 
been raised by five per cent in 
the last central budget. 

. The turnover for the year 
shows a substantial rise of 
40 per cent and stands at 


Rs 33.54 crores (Rs 26.79 
crores net of excise duty) 
compared with Rs 30.44 crores 
(Rs 17,93 lakhs net of excise 
duty) of the previous year. 
The directors report that the 
severe recession in the market 
of man-made fibres prevailed 
till the first quarter of 1977, 
With the revival of demand 
the average realisation was 
higher ensuring reasonable 
returns. 

The directors report that the 
rayon plant continued to 
operate at the optimum capa¬ 
city and produced 3,729 
tonnes of rayon yam during 
the year. The production of 
nylon division registered an 
increase of 18 per cent at 2,142 
tonnes, against 1,823 tonnes 
of the previouk year. 

The company has so far 
imported machinery and 
equipment amounting to 
Rs 226 lakhs for the nylon 
tyre cord project. 

Swan Mills 

Swan MilJs has kapt up a 
steady growth in sales during 
the first four months of the 
current year. 

Mr J. P. Goenka, chairman 
of the company, has disclosed 
that the company's sales for 
the first four months of its 
current year (January-April) 
have risen by about five per 
cent to Rs 5.12 crores com¬ 
pared to Rs 4.83 crores for the 
corresponding period of 1977. 
Its sales had risen to a similar 
extent in 1977 to Rs 17.70 cro- 
res from Rs 16.87 crores in 
1976. 

Meanwhile, the company 
has undertaken an ambitious 
modernisation and renovation 
programme involving a total 
capital expenditure of Rs 3.50 
crores. Financial institutions 
have already sanctioned soft 
loans amounting to Rs 2.70 
crores for this purpose and 
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according to Mr Goeoka. the 
implementation of the pro* 
gramme has been progressing 
: apace. 

Orient Paper in 
Nigeria 

Orient Paper Mills proposes 
to render technical and other 
services to Nigerian Paper 
' Mills, a company owned and 
controlled by the government 
of Nigeria, for expanding its 
manufacturing capacity from 
40 tonnes to 200 tonnes per 
day of pulp and paper. This 
will be done in association 
with Birla Brothers Private 
Ltd. For these services the 
company will receive equiva¬ 
lent of 900,000 US dollars 
from the Nigerian company. 
The company proposes to in¬ 
vest in the equity capital of the 
Nigerian company equivalent 
to S4.5 million which will be 
met entirely by way of export 
of plant and machinery from 
India. 

The company also proposes 
to set up a cement plant at a 
suitable place with an annual 
capacity of nine lakh tonnes of 
cement, for which an applica- 
‘ tion for industrial licence has 
already been made. The com- 
^ pany’s name is also proposed 
^ to be changed to Orient Paper 
and Industries Ltd. 

1 

i Bajaj Tempo 

I Bajaj Tempo, the manufac- 
i turers of the well-known Mata- 
. dor diesel commercial vehicles, 
has been doing well in the 
j current year, judging from the 
y performance of the company 
^ during the first six months of 
( the current year. 

* According to the half-yearly 
^ report from the company, sales 
f have risen to Rs 13.4 crores 

* during the period from 
Rs II.59 crores in the same 

^ period of the previous year. 
3 It has earned a gross profit 


of Rs 164 lakhs cosqiared to 
Rs 143 lakhs last ywr. 

After depreciatiqp (R;3 29 
lakhs against Rs 27 lakhs) 
and taxation (Rs 67 lakhs 
against Rs 53 Iakh$), the net 
profit is higher at Rs 68 lakhs 
compared to Rs 63 lakhs. 
The company has received an 
export order for more than 
700 vehicles and the manage¬ 
ment expects to execute a 
major portion of this order 
during the current year ending 
September next. 

Alembic Glass 

Despite power shortage and 
major furnace repairs, Alem¬ 
bic Glass Industries has in¬ 
creased both production and 
sales during 1977. 

Production has risen by 11.3 
per cent to 42,944 tonnes from 
38,567 tonnes. The -sales have 
improved by 13.6 per cent to 
Rs 9.34 crores from Rs 8.22 
crores. Exports have gone up 
to Rs 27.26 lakhs from 
Rs 15,70 lakhs. 

In view of the keen com¬ 
petition and hike in cost of 
production, the profitability 
has been hit badly. The net 
profit has declined steeply to 
Rs 14.75 lakhs from Rs 25.60 
lakhs after depreciation (Rs 
38.58 lakhs against Rs 40.35 
lakhs) and taxation (Rs 21 
lakhs against Rs 33 lakhs). 

The unchanged equity divi¬ 
dend of 10 per cent will claim 
Rs 25.68 lakhs as before for 
the payment of this dividend, 
it has ^withdrawn Rs 10.91 
lakhs from the general reserve. 

Rohit Mills 

The performance of Rohit 
Mills was afficted during the 
year 1977 due to the stcep rise 
in prices of indigenous cotton 
on account of its short supply 
position. According to the 
director's report the gravity of 
the situation was a little eased 
as a result of certain short¬ 
term measures taken by the 
'#• 


government. The ootton, im-‘ 
ported by the Cotton Corpp> 
ration of India, was oilbred to 
the mills at prices currently 
prevailing for corresponding 
varieties of Bidian ootton and 
duty-free import of viscose 
poiynosic staple fibre was 


pern^tted on a ftee lieensini 
basiS; Owing to a change 
ailbcted.in mode of cfiwgiaf 
electricty duty since Angnst 
11, 1977, the cost of power also 
had increased the lequirem^ 
of working ftmds consequent 
on rise in cost of inputs led to 
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MAHABANK 

can give you wings to fly. 

Through various schemes to fit your income group, 
MAHABANK helps you boost savings. 

Regular savings bring you money, when just required.. 
for business or chil'i's education, daughter's marriage 
or your own old age... ,It means, when you are made 
to depend upon somebody, you can depend upon 
yourselves .... with the help of BANK OF MAHA¬ 
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spread all over the country.. ..In case you have any 
overseas interests to serve, we have efficient foreign 
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Naturally, when you think of BANK OF MAHARA¬ 
SHTRA, your ambitions soar, delightflilly. 
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sttlMla^ta] increase in the bur¬ 
den of interest charges. 

In tte engineering division 
of the company the cost of 
production increased on ac¬ 
count of rise in the cost of its 
inputs' On the other hand, 
the market condition of de¬ 
mand recession gave little 
scope in affecting matching in¬ 
crease in the sale realisation. 
The engineering division had 
also to absorb the additional 
burden of excise duty which 
was increased from one per 
cent to two per cent ad valorem 
with effect from June 1977. 

In the circumstances men¬ 
tioned above, the working re- 
suits shown by the company 
for the year under review 
should be considered satisfac¬ 
tory. The net increase in the 
gross block of the company 
was of the order of Rs 16.40 
lakhs. 

Bombay Oxygen 

Bombay Oxygen Corpn has 
reported a setback for J977 
although it proposes to main¬ 
tain an equity dividend of. 15 
per cent for the year. The 
company’s turnover has fallen 
only by a marginal five per 
cent from Rs 2.29 crores in 
1976 to Rs 2.18 crores but the 
gross profit has dropped by as 
much as about 15.3 per cent 
from Rs 91.61 lakhs to 
Rs 77.57 lakhs. The working 
was affected adversely by the 
closure of its plant at Kalwe 
following a protracted strike 
in the works of the Mukand 
Iron in the latter part of 1977. 
But it hopes to do much better 
this year. 

The company has installed 
one more oxygen plant in the 
prenuscs of Mukand Iron at 
Kalwe under a new long-term 
agreement. The new plant has 
already gone into production. 
It has been allowed by the 
govems^nt to manufacture 


oxygum pbmts and is taking 
steps to implement the project. 

The working of Raptakos 
Brett and Go Ltd, a subsidiary 
of the company, has been 
satisfactory. Sales have risen 
from Rs 8.89 crores to Rs 10.22 
crores and the gross profit 
amounted to Rs 33.16 lakhs. 

Sundaram Financa 

Sundaram Finance has dec¬ 
lared a final equity dividend of 
eight per cent for the year 1977 
which together with the interim 
dividend of eight per cent 
make for a total distribution 
of 16 per cent, the same 
as in 1976. The stock on hire 
has increased to Rs 2,386.79 
lakhs from Rs 1,986.53 lakhs. 
After providing Rs 2.75 lakhs 
(Rs 2.72 lakhs) for depreciation 
and Rs 125.75 lakhs (Rs 107.99 
lakhs) for taxation, there is a 
disposable surplus of,Rs 73.27 
lakhs against Rs 67.22 lakhs. 
Equity dividend will absorb 
Rs 24 lakhs (same) and the 
balance of Rs 48.10 lakhs 
(Rs 40.23 lakhs) has been trans¬ 
ferred to the general reserve. 
The demand for commercial 
vehicles has been growing, but 
payment against hire purchase 
documents in the first quarter 
of the current year has amo¬ 
unted to Rs 302.47 lakhs aga¬ 
inst Rs 353.86 lakhs in the 
corresponding period last year, 
reilecting a shrinkage in the 
supply of vehicles. 

» 

Indabrator's Working 

Indabrator has fared better 
during 1977. Sales have risen 
from Rs 1.72 crores in 1976 to 
Rs 1.83 croKS in 1977 and the 
gross profit from Rs 23.41 
lakhs to Rs 3S.72 lakhs. After 
provisions and adjustments, 
the disposable surplus amounts 
to Rs 16.11 lakhs (Rs 13.12 
lakhs). Equity dividend has 
been maintained at 12 per cent 
which will absorb Rs 4.20 
lakhs, general reserve No 1 


gets k.s 4.15 iakiis (Rs i.3i 
lakhs) and general reserve 
No 2 Rs 7.90 lakhs (Rs 2.50 
lakhs)- 

During the year, the com¬ 
pany’s air pollution division 
has established satisfactory 
manufacturing facility and has 
become fiiliy operational. The 
demand for this equipment is 
expected to grow considerably 
and the company is well plac¬ 
ed to provide equipment based 
on the latest technology. Wider 
range of sophisticated metal 
cleaning equipments and air 
pollution conirol systems arc 
being added to the present 
products based on know-how 
developed by the collaborators. 

ITOC's Improved 
Performance 

The Indian Tourism Deve¬ 
lopment Corporation (ITDC) 
has shown marked improve¬ 
ment in its working during 
1976-77. The turnover of 
the corporation, according to 
the annual report for that 
year, had reached an all time 
high of Rs 18.55 crores as 
against Rs 15 crores in the 
previous year. The gross 
profit increased by over 40 
per cent from Rs 2.37 
crores during 1975-76 to 
Rs 4.4 crores marking an 
increase of 40 per cent. The 
profit before lax rose to Rs 1.3 
crores from Rs0.60crorc in 

1975- 76. The net profit after 
providing for taxation during 

1976- 77 works out at Rs 0.74 
crore as against Rs 0.6 crore 
during the previous year. 
ITDC maintained its divi¬ 
dend at Rs 25 per equity 
share for the third year in 
succession, its contribution 
to the government exchequer 
in the shape of dividend pay¬ 
ments in respect of the last 
three years (1974-75 to 1976- 
77) was of the order of 
Rs 0.95 crore. 

The foreign exchange earn¬ 


ings oi^IT&C increased from 
Rs 3.2 crores during 1975-76 
to Rs 4,3 crores duting 197fc 
77, representing an increase 
of 33 per cent. 

According to the report, 
the corporation is now the 
largest multi-unit and multi- 
media tourism undertaking 
in the country. It is per¬ 
haps the only undertaking 
of its type in the world 
which is engaged in such 
diverse activities as tourism 
accommodation (varying from 
1 star to 5 star deluxe), trans¬ 
port, publicity, shopping and 
entertainment. According to 
the report, IT DC has gained 
considerable experience is 
planning, execution and 
management of tourism pro¬ 
jects. The corporation has 
been receiving requests for 
consultancy services includ¬ 
ing preparation of feasibility 
studies and master plans for 
development of beach resorts. 

Requests have also been 
received from financial insti¬ 
tutions for the evaluation of 
feasibility studies of hotel pro¬ 
jects. Keeping in view the 
good potential for this type 
of business the corporation 
has recently set up n consul¬ 
tancy cell to undertake tour¬ 
ism consultancy technical 
services and managerial 
assignments on a commercial 
basis. 

Guest Keen Willisms 

In his statement at the 48Lh 
annual general meeting of 
Guest Keen Williams Ltd, the 
chairman, Mr K.C. Maitra, 
said that despite very severe 
power cuts experienced by its 
Howrah works there had been 
an improvement in the com¬ 
pany's working last year. He, 
however, hastened to hdd that 
the company’s performance 
still remained below par. 
Because of the depressed 
climate of business, the com- 
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liany facing a situation 6t 
StibduM demand. It was 
facing a setback even in ex* 
borts because of the conditions 
prevailing in north Ahierican 
markets which are its largest 
outlets. 

MrMaitra stated that the 
corporate sector was working 
under severe constraints 
relating to finance, the size 
and nature of business and 
the direction of growth. These 
constraints, he said, are com¬ 
pounded by unanticipated 
problems such as power break¬ 
downs, social tensions and 
political uncertainties. About 
power shortage, Mr Maitra 
said, the government must t^e 
swift and decisive action, 
otherwise industry will be 
condemned to a crawling 
growth rate despite favourable 
harvests, a comfortable foreign 
exchange reserve and prospects 
of accelerating exports. 

The chairman stated that 
under the Foreign Exchange 
Regulation Act, the company 
would have to change its 
product mix for which it was 
ready. Even otherwise the 
market also made its demands 
for change. In this, he was 
confident that the company’s 
international associates, GK.N, 
would help it in having access 
toadvanc^ international know¬ 
how which would enable it 
to meet the challenge of change 
with a measure of confidence. 

Hukamchand Mills 

Hukamchand Mills is re¬ 
peating the dividend at six per 
cent for 1977 despite lower 
disposable profit of Rs 3.65 
lakhs compared to Rs 12.60 
lakhs in 1976. 

The gross profit has how¬ 
ever, risen to Rs 59.66 lakhs 
from Rs 39.51 iakhs. 

As the necessary provisions 
have taken more, the net profit 
SASrBRNSOOIWMlST 


has slipped ba^). sliaiply to 
Rs 3.54 lakhs frt^ Rs 12.17 
lakhs. For exaa^le, depre¬ 
ciation has been tabstantially 
higher at Rs 35.72 lakhs 
against Rs 23.59 lakhs and 
investment allowance at 
Rs 20.40 lakhs against Rs 3.75 
lakhs in 1976. 

Bank of Baroda 

Deposits of Bank of Baroda 
in 1977 rose by Rs 319 crores 
to Rs 1,623 crores, registering 
a rise of 24.65 per cent. But 
its advances went up by only 
Rs 146 crores to Rs 1,035 
crores. Despite the limited 
credit expansion, the bank 
was able to step up its profits. 

Its net profit for 1977 was 
Rs 3.75 crores as compared to 
Rs 3.25 crores in 1976. The 
increase, according to the 
chairman Mr R. C. Shah, was 
because of the contribution 
made by foreign branches. 
It has 46 overseas branches 
including four opened during 
1977, one in UK and three in 
. UAE. The bank’s owned 
funds increased from Rs 12.50 
crores to Rs 15 crores. The 
paid up capital was increased 
from Rs 2.50 crores to Rs 6.25 
crores by transfer of Rs 3.75 
crores from the reserve fund. 
Priority sector advances of the 
bank accounted for 28.84 per 
cent of its credit portolio at 
the end of 1977 compared to 
23.54 per cent a year earlier. 

The bank opened 181 new 
offices in 1977 taking the total 
to 1,258. An international 
branch was opened at Cal¬ 
cutta to provide comprehepsive 
services to its foreign custo¬ 
mers under one roof. The 
bank set up five |‘gram vikas 
kendras”>-a new type of bank 
office for bringing about inte¬ 
grated rural development. It 
proposes to set up 100 more 
in 1978 to 1^. C|pBnd the 
farm credit portfolio. 


are you a 
small Investor 
In company 
shares? 
then you can 
set your 
DIVIDEND 
without any 
TAX 

DEDUCTION 

if you are not a company and your total income, 
Including the dividend, is likely to be less than the 
minimum liable to Income-tax (i.e. Rs. 10,000 at 
present in the case of Individuals, Hindu undivided 
families, firms, association of persons, body of 
individuals and artificial juridical persons), you can 
get the full amount of the dividend declared by the 
company without deduction of any tax at source. 
HOW ? 

Apply to your I. T. O. in Form No. 14 for issuing 
a certificate authorising the company whose shares 
are held by you to pay tp you such dividends 
without deduction of tax. 

OR 

If the dividend to be received from any company is 
less than Rs. 250 SEND to every such company 
a declaration (in duplicate) in the prescribed 
Form No. 14B. 

AVAIL OF THIS 
FACILITY AND 
AVOID CLAIMING 
A REFUND FROM 
THE INCOME-TAX 
OFFICE. 

Issued by; 

Directorate of Inspection 
(Research, Statistics A Publications) 

Income-tax Department 
New Delhi. 
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Imiiort of capital goods 


liberalised 
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To examine augoestions for liberalising Import of capital goods in order to impart 
dynamism and growth to the Industrial sector, the government had constituted a 
committee In September 1976, under the chairmanship of Mr Mantosh Sondhi, 
the then Secretary (Heavy Industry). 


Thb coi^iTEB has identified 
a list of capital goods indus¬ 
tries which are not likely to 
be taken up in the near future 
for indigenous manufacture 
because it might not be econo¬ 
mically viable in relation to 
the limited demand for such 
equipment. In respect of such 
capital goods industries, the 
lowering of import duty has 
been suggested with a view to 
reducing the overall cost of 
investment in new units or ex¬ 
pansion. These items of equip¬ 
ment arc eligible to be import¬ 
ed by actual users under the 
Open General Licence subject 
to applicable conditions. The 
decision of the government of 
India in regard to concessional 
duty has been announced 
separately. 

Cost Competitiveness 

The committee made several 
recommendations for improve¬ 
ment of the efficiency and 
cost competitiveness of the 
Indian capital goods industry. 
One of them related to the 
reduction of duties on certain 
categories of imported raw- 
materials required by the 
indigenous manufacturers. This 
recommendation has been 
implemented by reduction of 
import duties in respect of the 
raw-materials to 40 percent 
from the significantly higher 
levels than existing. This was 
with a view to improving the 
cost competitiveness of the 
* Indian capital goods industry. 

Another recommendation re¬ 


lated to the progressive and 
selective exposure of indi¬ 
genous machinery manufac. 
turers to international compe¬ 
tition and achieving in the 
process the requisite optimisa¬ 
tion in scales of production as 
also process and production 
technology. 

Investment Costs 

The committee kept in view 
the need for reducing the over¬ 
all cost of investment in 
industries of national priority 
as also the requirements of 
affording duo protection to 
indigenous industry. The lisi 
of such industries, which has 
been considered and accepted 
by the government with this 
end in view, is contained in 
Annexure-1. 

Units taking up projects/ 
substantial expansions in this 
category of industries will be 
permitted to invite global 
tenders for all the equipment 
which the project would desire 
to procure irrespective of the 
fact whether the equipment is 
manufactured indigenously or 
not. The proposals will be 
considered and decided by an 
Empowered Committee set up 
in the Department of Heavy 
Industry under the Chainfian- 
ship of Secretary (Heavy 
Industry) and consisting of 
members representing the 
concerned ministries of the 
government of India. 

Project authorities intend¬ 
ing to avail of the facilities 


given above would be required 
to invite global tenders 
through the Indian Trade 
Jaurnal or the Indian Export 
Service Buiietin, The notice 
for inviting global tenders 
should be valid for a mini¬ 
mum period of 60 days and 
indicate the items of capital 
equipment and conform to the 
manufacturing specifications 
applicable to indigenous 
industry. Deviations will be 
permitted in the interest of 
upgradation of technology 
directed towards reducing end- 
product costs and optimisa¬ 
tion of resources. However, 
care should be taken to ensure 
that advertised specifications 
are not tailored to suit only 
specific sources of supply. The 
Empowered Committee would 
be prepared to provide any 
assistance that may be requir¬ 
ed by the project authorities 
at the pre.tcndering stage. 

New Procedure 

After receipt of the orders, 
if any, following the advertise¬ 
ment procedure indicated 
above, the project authorities 
may submit the applications to 
the Department of Heavy 
Industry (Empowered Com¬ 
mittee Secretariat) as to the 
capital goods they propose 
to procure (either imported or 
indigenous or imported/indi¬ 
genous), along withcompari- 
sion statements between the 
Indian and foreign offers on 
the landed cost basis, i.e. in 
respect of foreign offers, it 


would be c.I.f. cost plus the 
import duty as applicable. The 
Indian competing firms, there¬ 
fore, would enjoy a tariff 
protection of 40 per cent in 
most of the cases. In case, 
however, of fertilizers and 
newsprint projects, where the 
import duty had been reduced 
in 1976-77 from the general 
40 per cent ad-valorem level to 
30 per cent the evaluation will 
be made on the basis of a 40 
per cent import duty at landed 
cost basis. 

Import Approvals 

The Empowered Committee 
will consider the applications 
of the project authorities and 
accord clearances for imports 
from source of foreign ex¬ 
change, which will also be 
indicated by the committee. 
The applications will, in the 
normal course, be disposed of 
by the committee within a 
period of eight weeks from the 
receipt of applications, com¬ 
plete in all respects. Appro¬ 
vals of imports accorded by 
the Empowered Committee 
will be communicated to the 
office of the Chief Controller 
of Imports and Exports for 
issue of connected import 
licences. It has further been 
decided that indigenous sup¬ 
pliers of equipment selected 
under this scheme will be 
permitted to import raw- 
materials, components and 
other related inputs .without 
any restriction from the 
angle of indigenous avail¬ 
ability for the manufacture 
of such capital goods. Such 
clearances will also be accord- 
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ed by thie Empowered Com* 
mittee. The rate of import 
duty on such supporting 
imports would not exceed, the 
rate of import duty leviid>le 
on the concerned capital 
equipment. 

Approved Lbt 

The Sondhi committee also 
identified a list of capital good 
which are currently being 
manufactured in India and in 
respect of which adequate 
protection has been obtaining 
under the prevailing level of 
import duties. The government 
has considered the list and 
have approved of a list of 
industries which will be 
eligible to be imported by any 
Actual User from the appro, 
priate source of foreign ex¬ 
change. The list of such items 
is given in Annexure-II. It is 
the intention of the govern¬ 
ment to enlarge the list pro. 
gressively so as to promote 
competitiveness and techno¬ 
logy upgradation over a wider 
area of the indigenous 
capital goods industry. Import 
of these goods will be allowed 
under open general licence, 
subject to the following: 

(i) The value of the item 
sought to be imported does 
not exceed Rs 10 lakhs; 

(ii) The advertisement pro¬ 
cedure shall be followed irres¬ 
pective of the value of capital 
goods proposed to be import, 
ed. The advertisement should 
incorporate a clear affirmation 
by the intending importer 
that the capital goods propos* 
ed for purchase represent the 
items covered by Annexure-II; 

(iii) After waiting for 45 
days from the date of adver¬ 
tisement so as to enable 
interested indigenoussuppliers 
to offer, the intending impor¬ 
ter will execute an affidavit, 
sworn before appropriate judi¬ 
cial authority, to the effect 


that he had advgrtised, accord, 
ing to the prewdbed proce¬ 
dure his jreqtfii^eofs and 
that the items advertised are 
covered by the list contained 
in Annexure-II, 

(iv) The above affidavit in 
original and a photostat copy 
of the advertisement should 
accompany the application to 
be made to the authorised 
foreign exchange dealer for 
release of foreign exchange; 

(v) Where the value of 
capital goods covered by 
Annexure-II is more than 
Rs 10 lakhs, the importer 
will submit the application in 
the capital goods form 
together with the affidavit in 
original and a photostat copy 
of their advertisement to the 
Chief Controller of Imports 
& Expoits for grant of an 
import licence; 

(vi) To facilitate post-facto 
monitoring of imports under 
both the categories, the 
importer will simultaneously 
send to the DGTD (Capital 
goods Monitoring Division) a 
statement showing full details 
of offers, if any, received from 
any of the Indian manufac¬ 
turers/suppliers, as well as 
capital goods items to be 
actually imported; 

(vii) No second-hand items 
will be allowed to be 
imported; 

(viii) No application for 
the import under deferred 
credit arrangements will be 
considered and no such 
arrangements is permitted 
against Open General Licence. 

It is stressed that import of 
such goods will be permittM 
without any scrutiny from 
indigenous angle and import 
licence will be issued against 
appropriate source of aid and/ 
or free foreign, exchange. So 
far as projects financed under 
IBRD/IOA credits are con¬ 


cerned, however, the existing 
arrangements for global tender, 
big under the procedures of 
ffiese credits will continue to 

apply. 

While taking these deci. 
sions for freer import of 
capital goods and exposure of 
our capital goods industry to 
a greater measure of inter¬ 
national ccmipetition, govern¬ 
ment have kept in view the 
need for allowing the our 
industry to make maximum 
use of the economies of scale. 
The proposals from such 
industries for appropriate ex- 
pansions will be considered 
on merits. While it is reco¬ 
gnised that such a measure 
will have a varying impact on 
different units of the industry, 
it is considered that from the 
overall point of v'ew. it will 
be for the larger benefit of the 
Indian capital goods industry. 
In fact, the availability of 
better and cheaper goods will 
enable intermediate and 
consumer goods to be pro¬ 
duced for the domestic market 
at lower cost. 

Improved Production 

Improved production, both 
qualitatively and price^wise, 
of intermediate and consumer 
goods by indigenous industry 
will improve overall export 
prospects. It is also re¬ 
cognised that more libe¬ 
ralised facilities will be 
required to be given to indi- 
genous industry for imports of 
technology in order to promote 
upgradation, quality control 
and cost competitiveness. The 
government would view favour- 
j^ly proposals received to 
Meet these objectives. 

Government has also kept in 
view the need to have periodi¬ 
cal reviews of the impact cnf 
these measures in the various 
sectors of the economy. The 
Empowered Committee in 


providing dearaaces w^, to 
the extent posaiMe. ensute 
that foreign nmnufaptsieta dd 
not quote uneoonotiii^y low 
prices and dmive mwl 
benefits from these metnures. 
The Ei^oweied Ctmmffiitee in 
the Department of Heavy 
Industry will review the items 
placed on Open Gmieral 
Licence and recommend addi¬ 
tion and deletions diereto 
every six months in the case of 
Annexure-II items and every 
year in the case of Annexure-I 
and OGL items and take such 
action as may be necessary to 
give the required directions to 
these measures for lowerii 
the cost of investment, in 
order to impart the requisite 
acceleration to the economy 
and improving the efficiency 
and cost competitiveness of 
the Indian capital goods Indus¬ 
try. 

Ann«xur«-I 

In the case of capital goods 
for the following industries/ 
projects, the applicants will be 
permitted to call global 
tenders, irrespective of wht^bei 
some of it is manufactured 
indigenously or not: 

(1) Fertilizers. 

(2) Newsprint and paper. 

(3) Basic drugs. 

(4) Basic technical materia 
for pesticides and weediddes. 

(5) Power generation, 
transmission and distribution. 

(6) Mineral exploration, 
mining and beneficiation. 

(7) Petroleum exploratiot 
and production. 

(8) Petrochemicals vptothc 
stage of polymers. 

(9) Manufacture of ptofes 
sion&I grade electronic com. 
ponents. 

(10) Waste disposal .xeqycl 
ing and effluent treatment pro 
jectsand ecological eogioeer 
ing. 
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(1 lY baadling pro- 

eott«t"p^'s. ■ 

(1^ SdiBr. 

(13) Ceibent and cement 
irctdaots ^ndading asbestos). 

(14) 100 per cent export, 
irieated indus^ies. 

Annoxuirt'll 


10, Rhwtting,. hydraulic 

sqae^ typt, portable. 

17. Portable pneumatic 

tools; 

(i) Rivetting hammers. 

(ii) Chipping hammers. 

(lii) Grinders. 


(ii^ 'D»-grinders. 

(V) Drhls 

(vi) Impact wrenches 
(vii) Rivet cutter. 

18. Valve face legrinding 
machine. 

19. Centreless bar turning/ 
peeling machine. 


List of capital goods allowed 
inder Open General Liooice 
luring April 1978—March 
1979. 

PART ‘B’ 

1 . Capstan lathe, hexagonal 
urret, upto 50 mm bar-cap. 

2. Turret lathes, hexagonal 
.urret type upto 108 bar cap, 
indi 800 mm swing cap. 

3 . Centre lathe, cone pul¬ 
ley type, all sizes. 

4. Multi-tool production 
lathe (other than automats) 
upto 400 mm swing cap. 

5. Radial drilling machine, 
:levating aim type upto 50 
mm drilling cap in steel. 

6 . Knee type horizontal/ 
vertical / universal / milling 
machine with or without 
electric eye control upto a 
table size of 425 mm x 1800 
mm. 

7. Standard mechanical 
shaping machine upto 850 
mm stroke. 

8 . Standard mechanical 
slotting machine upto 450 mm 
stroke. 

9. Crankshaft regrinding 
machine. 

10 . Universal tool and 
cutter grinder upto 315 mm 
swing cap. 

11 . Carbide tipped tool 
grinder with lapping. 

12 . Hack sawing machines 
upto 300 mm dia, bar. 

13. Gilliotine shearing 
machine upto a ca. of 13 mm 
thick plate x 3 metres length of 
cut. 

14. Wire drawing moddoe. 

15. Wire pointhig maohihe: . 


Baggage rules relaxed 

Revised rules have been announced regarding 
. personal baggage allowance for Indians returning 
from abroad or tourist visiting this country. The rules 
came Into force from May 16. 

Aftbr 1974 the passenger tra- mendations of the committee 


fiSc at the international airports 
in India has been increasing 
at a fast rate. At Bombay, the 
number of incoming passengers 
in 1975 was about fbui lakhs 
which in 1977 reached the 
figure of 6.85 lakhs. Similarly, 
at Delhi, the number of incom¬ 
ing passengers increased from 
two lakhs in 1975 to about five 
lakhs in 1977. The increase in 
passenger's traffic, coupled 
with bunching of flights and 
the introduction of wide bodi¬ 
ed aircrafts resulted in unusual 
high peak hour traffic at these 
two airports. 

In an endeavour to facilitate 
and quicken the clearance of 
passengers and their baggage 
the government had appoint¬ 
ed an expert committee to 
recommend changes that are 
necessary in customs, immigra¬ 
tion and health regulations 
and procedures to accelerate 
the clearance of passengers. 
Considering that simplifications 
of baggage rules and customs 
clearavice would itself subst^- 
daily I'sontribute to speedit^piip 
the pace of clearadce, the com¬ 
mittee in the first part of their 
report made recommendations 
far the amendmmit of the 
Baggage Rules/Import Trade 
Control public notice. 

On the basis cf the recom¬ 


as accepted or modified by the 
government, revised Baggage 
Rules as well as ITC public 
notices were issued. The salient 
features of the revised baggage 
rules are as follows: 

Ccmsideringthat the existing 
baggage allowance of Rs 500 
was fixed in 1970 and, since 
then the prices have risen the 
world over and also taking 
into view that according to 
normal social customs, the 
returning passengers have to 
generally bring gifts for friends 
and relatives, the duty free 
allowance has been raised to 
Rs 1000. 

Similarly, passengers who 
were engaged in their pro¬ 
fession abroad for over 
three months will on their 
return to this country be allow¬ 
ed to import used household 
articles such as linen, utensils, 
kitchen appliances upto a value 
of Rs 1000. Hitherto this con. 
cession was restricted to 
Rs 500 only. 

At present, the import of 
professional equipment is 
restricted in its scope. Accord¬ 
ing to the new baggage rules, 
doctors, engineers, scientists 
and tdcfanologists would be 
allowed to import professional 
equipments upto Rs 5000. 


■AnpN KXAHMISr 


20. Medtanical press brakes 
capacity upto 530 tonnes. 

21. Hydraulic presses upto 
100 tonnes cap. 

22. Medbanicai presses tiptoj 
630 tonnes. 

23. Poldi hardness tester. 

24. Watch making machine. 


Items of common use such as 
camera, typewriter, cassette 
recorder and dictaphone will, 
however, not be allowed as 
professional equipment. 

Jewellery in actual use of a 
passenger who haa been resid¬ 
ing abroad for over one year 
has been raised from Rs 1000 
to Rs 1500 in the case of a 
male passenger and from 
Rs 2000 to Rs 3000 in the case 
of female passenger. 

At present, the nationals of 
Sri Lanka are governed by 
separate baggage rules. The 
revised baggage rules will be 
applicable to Sri Lanka natio* 
nals also. 

The baggage concessions 
admissible to passengers ariv. 
ing from countries having 
common borders are being 
reviewed. Pending re-exami¬ 
nation of the question of 
extension of baggage rules to 
neighbouring countries onftie 
basis of reciprocily, the 
Bi^age Rules, 1978, are being 
made applicable to passengers 
coming from Bangla Desh. 

At present foreign tourists 
are not allowed to import any 
articles for giving gifts. The 
tourists of foreign origin some¬ 
times have friends and xela- 
tives in India and they also 
make ftiends before leaving 
this country to whom they may 
like to make token gifts. The 
revised bakgage rules, there- 
fore, provides for import of 
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artic]e» upfo Rs SOO by foreijen 
tourists for giving gifts. 

According to the existing 
Tourists Baggage Rules Indian 
nationals who are normally 
resident abroad when visiting 
India for a short period to 
meet their family or for any 
other purpose are not allowed 
to import free of duty any 
articles for giving gifts unless 
they are visiting this country 
after a continuous stay abroad 
of two years. This restriction has 
bemi causing genuine hardship. 
The revised Tourist Baggage 
Rules provide that tourists of 
Indian origin who visit India 
for a short period will be per¬ 
mitted to import goods of a 
value of Rs 1000 for their own 
use or for giving gifts. 

In addition to items of per¬ 
sonal effects which can be 
imported by tourists on the 
condition that they will be re¬ 
exported by the tourist on 
leaving the country, under the 
new Tourist Baggage Rules, 
professional equipments, audio 
visual aids, cine equipments 
and television equipments can 
also be imported provided a 
written undertaking is given 
by the tourist for their re¬ 
export. 

Transfer of Residence 

Under the Transfer of Resi¬ 
dence Rules which have been 
in force upto now a passenger 
returning after a stay of more 
than two years but less than 
three years was not entitled to 
import a number of items free 
of duty even when they had 
been in his use abroad. The 
distinction in the Transfer of 
Residence Rules between pas¬ 
sengers returning after three 
years stay abroad and those 
returning alter two years is 
being done away with in the 
revised rules. 

Under the Transfer of Resi¬ 


dence Rules, 1191, personal 
and household iaffects of a 
person transferini^his residence 
after two years sts^ abroad can 
be hnpdirted free of duty pro¬ 
vided he transfers bis residence 
for a minimum stay of one 
year uid the goods have been 
in bis possession and use 
abroad for about one year. 
However, motor vehicles, 
vessels, aircraBs, cinemato¬ 
graph films of 35 mm and 
above will not be covered by 
these rules. Further, air-condi- 
tioners, refrigerators and 
deep freezes even when satis¬ 
fying the conditions laid down 
under the Tiansfer of Resi¬ 
dence Rules will be chargeable 
to duty equivalent to SO per 
cent of the central excise duty 
chargeable on like articles 
produced in India. 

Professional Equipment 

At present costly professio¬ 
nal equipments, instruments 
and appliances when imported 
by scientists, doctors or engi¬ 
neers are not allowed to be 
imported free of duty. Accord¬ 
ing to the revised Transfer of 
Residence Rules, a highly 
qualified scientist, technologist, 
doctor or engineer can import 
professional items upto a value 
ofRs 30,000 and the same 
would be cleared free of duty. 
This measure is intended to 
provide incentives to highly 
qualified persons to return to 
this country. 

In addition to the conces. 
sions for importation of arti- 
cles free of duty under the 
Baggage Rules, passengers 
are also allowed to import 
articles upto certain limits on' 
payment of duty but without 
import licence in terms of the 
Import Trade Control public 
notice issued by the Chief 
Controller of Imports and 
Exports. 

The present public notice 

' IT' 


lists certain articles which aloile 
can be imported by the various 
categories of passengers on 
payment of import duties. 
Unlike the existing public 
notice the revised public 
notice mentiems only those 
items which will not be permit¬ 
ted to different categories of 
passengers, so that except for 
the listed items the passenger 
may be able to import items 
of his choice. 

The non-tourists will be per¬ 
mitted to import items, except 
television set, air conditioner, 
refrigerator and deep freeze 
upto a value of Rs 2000 on 
payment of duty. 

Passengers who have been 
engaged in their profession 
abroad for over three months 
would be allowed to import 
articles upto Rs 5000 on pay¬ 
ment of duty. 

Import of firearms by non¬ 
tourist passengers and non¬ 
tourists who have been engaged 
in their profession abroad for 
over three months will be per- 



mihlftd OQ paymeul of 
subject to the oooditlptt tiutt 
the passenger 1^ not ifiipoirted 
the some categoiy of fireatms 
during the last 10 years and 
in the case of; pistols and 
revolvers they are of a beie 
.32 or smaller. 

A tourist of Indian origin 
will be eligible to import, 
except firearm, television, air 
conditioner, refrigmaitor for 
presentation as gift or souve¬ 
nirs upto a value of Rs 5000 
on payment of customs duty 
in convertible foreign currency. 

Within the allowances admis¬ 
sible under the public notice 
to various categories of pas¬ 
sengers the value of small 
articles like perfumes, cosme¬ 
tics, synthetic and blended 
fabrics and garments in excess 
of Rs 500 will not be allowed. 

The public notice also 
provides that one dog and 
other domestic pets in limited 
numbers may be allowed with¬ 
out import licence but on pay¬ 
ment of customs duty that may 
be leviable. 
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Ttffi APPOmTMENi' of the Bhoothalingam study group was a tongue-in-cheek act on the 
part of the present government. Producing its rq>ort, the committee has promptly 
put its foot into its month. During the short period it has been in office, the Janata 
ministry at the centre has set iip a record for non-starters in the matter of repents 
submitted by the various commissions, committees, panels, working parties, study 
groups etc, which it has been making prodigal use of for the purpose of evading its 
own responsibility for major policy decisions on complex or controversial issues. 
Among these non-starters, the Bhoothalingam report easily takes the cake. 

The committee prescribes a national minimum wage of Rs 150 per month to be 
reached by stages and rraommends that a start should be made by fixing a minimum 
daily wage of four rupees. Since the per capita national income is already around 
Rs 1,100 per year, Mr Bhoothalingam and his colleagues have a lot to be modest 
about. In any case, in a country where there is chronic mass unemployment and 
under-employment aiid the poorest or the most vulnerable sections of the cmnmunity 
find that there is only a seasonal demand for their labour, the formal declaration of 
a national minimum wage can only be an empty gesture. It is indeed surprising how 
the committee came to tlie conclusion that its proposal was in any way an imiu'ove. 
ment on the existing situation in which legislative protection is available for 
minimum wages in sweated industries or those categories of employees who do not 
have normal bargaining power vis-a-vis their employers. There is of course a genuine 
need for more effective enforcement of Minimum Wages Acts by the state governments 
and a case may also be made out for extending the scope of this protection. But, 
then, it would not have suited the committee to keep its nose to the ground. 

Its views on bow future wage agreements should further the objective of redtte- 
ing disparities in ipcomes among differat sections of workers may have bemt 
prompted by a certain kindness of heart but they are not tapported by any strength 
of reason. It sug^sts that the relatively low rates of wages in some industriet 
should be enabled to come up faster so that they could catch up with the relatitaty 
high rates in other industries. There is no doubt a great deal of force in the argu. 
meat diat there should be similar payments for similar work, but it is completely 
uivealistic to suppose that wage settlementsin industries or industrial units could 
ignore differences in earnings or profits among different business tmdertakings. How 
is it possible at all to convince workers in a relatively prosperous business enterprise 
to agree to lower rates of increase in their emoluments merely by pleading that 
workers in less profitable businesses should be given a chance of improving their 
relative position? More important still, how are industries with low earnings to j>e 
helped to push up thdr wage bills faster than those industries which are more pros- 
.perous? Is it possible that the Bhoothalingam study group had a vague idea of com¬ 
pulsory transfer of Ruds from the more profitable industries to the less profitable 
for the laudable objective of reducing wage disparitiestj 

Equally unrealistic b the recommendation that bonus should be replaced by 
social security benefits including pensions. It has been argued in some quarters that 
this proposal goes against the concept of bonus as def^red wages. This criticism, 
however. Is not valid rinoe pensions: ami other social security benefits could also be 
interpreted as deferred payments of wages. A more valid objection is that the 
fbodlies of WOTkers or other families receiving bonuses have come to depend on these 
lump wm payments for meeting special expenditures such as those on purchases of 
consumer durables for their households and luxury or seo^^xury items for personal, 
use and the cost of holiday or other travel. It is also fairly oommon for bonuses to 
be “banked” or otherwise saved for meeting some substantial capital or consumption 
axpenditute as bu;^ or building a house, ih<oyidihg> for the^ higher education of 
chSdrsnmroelobf^qg marriages.. It ttl also true that bonhsta pftmi help a family to 



defray unexpected expenses of a substan¬ 
tial nature, such as heavy medical bills, 
or the cost of funerals, without incurring 
debts for the purpose. It is amazing that 
the comn>ittee should have lost sight of 
these practical aspects and chosen' to treat 
bonus money as 100 per cent potential 
saving for one’s old age or for the benefit 
of one’s heirs. The best that could be 
said of the committee in this context is 
that it might have desired to make a 
sincere effort to defuse the bonus issue, 
which is a frequent cause of intractable 
industrial disputes. Good intentions, 
however, are not enough and it is indeed 
said that the Bhoothalingam study group 
has not been able to make any positive 
contribution towards introducing order 
into the chaos of the bonus issue by 
framing some constructive guidelines for 
further study by the government and 
organisations of employers and workers. 

maladroit report 

The Bhoothalingam report is equally 
maladroit in its treatment of the issue of 
dearness allowance. It suggests that 
dearness allowance should be de-linked 
from wages and related to the cost of 
living index and made payable to all 
employees. Surely the cost of living 
bastot is not the same for the various 
income groups and, logically, the higher 
income earner$ should be entitled to 
higher rates of dearness allowance by 
reference to their patterns of consump¬ 
tion. Broadly speaking, the prices of 
commodities bought by the more alSIuent 
classes are likely to rise faster than the 
prices of mass consumption goods and 
services since government policy is 
accustomed to exercise administrative 
control over the latter. If it is the purpose 
of the Bhoothalingam study group that 
there should be no discrimination in the 
payment of dearness allowance, the 
practical result will be that the higher 
income groups will benefit from higher 
dearness allowance. Can such a proposi¬ 
tion pass muster at all? 

Possibly the most muddle-headed part 
of the report is its proposals relating to 
high incomes and top salaries. It is indeed 
surprising that the committee should have 
advocated the return of the ceiling on 
dividends as a permanent feature of 


income or fiscal policy even after 
expertaoce has clearly shown the harm 
done thus to the investment climate. 
Equa% insensitive to consequences is its 
over-diever formula for imposing a ceiling 
on what the committee describes as “con¬ 
sumption and private investment”. It has 
put forward two alternatives for this 
purpose. The first is that the whole of the 
“excess income” should be required to be 
deposited into a special account with the 
government. The deposit will remain the. 
property of the individual and will pass 
on to his legal heir after his death, but 
the individual will have the freedom to 
withdraw any desired amount at any 
time, subject to the condition that the 
amount so withdrawn would be added to 
the year’s income and taxed. The second 
option is that the income earner may 
invest his “excess income” in approved 
fornts of savings, but any withdrawals 
from these savings would be treated as a 
part of taxable income. If neither of 
these alternatives is accepted, the com¬ 
mittee has yet another rabbit to pull out 
of its hat. It recommends that penal 
marginal tax rates should be imposed 
without any facility for deduction of 
savings. These recommendations alone 
are enough to justify the report being 


thrown into the waste^iaper basket etnoe 
they make nonsense or aity attempt at 
simplifying or humanising the tax laws 
and are also quite cmitrary tq any con. 
cept of fiscal policy which could hope to 
encourage voluntary savings and invest*^ 
mcnt. 

The committee emphasizes that its 
recommendations will not take a single 
rupee away from present wages, salaries 
or other earnings. At the same time it 
claims that the various steps advocated 
by it would improve the relative position 
of the lower income groups. This is 
possible only if there is a sufficient rate of 
real growth of the economy. The com¬ 
mittee seems to assume that there will be 
this growth. Unfortunately, its own 
intellectual exercises, as embodied in the 
report, may not assist the country in 
achieving this goal. Perhaps Mr Bhootha¬ 
lingam and his colleagues are uneasily 
aware of this and hence their attempt to 
shift the specific responsibility for the 
application of their ideas to a number of 
committees which they have advised the 
government to set up. Nothing has done 
more to damage the credibility of this 
report than this indecent lack of birth 
control. 
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Almost an effort of memory is required to re¬ 
call the popular enthusiasm for constructive nati¬ 
on building and the idea of planned development 
which the Bombay Plan aroused when it was 
first published at the beginning af 1944* Since 
then many things have happened, most important 
among which is the attainment of national free¬ 
dom. One would have thought that the great event 
would have only served to activise the public de¬ 
mand for the practical realisation of the Bombay 
Plan. Unfortunately, this has not been the case. 
The aftermath of partition has created a number 
of problems in the political sphere, which have 
tended to dominate the national consciousness 
and monopolise the national effort Even in the 
strictly economic sphere, the physical shortages of 
essentia] commodities and the Government's per¬ 
sistent failure and their almost chronic inability 


to deal effectively with this problem have very 
nearly induced the people to give up all hopes of 
any speedy return even to the pre-war conditions 
of living, let alone better standards. 

In these gloomy circumstances, a few have 
nevertheless refused to give up all hopes of deve¬ 
lopment and have persevered with the planning ' 
idea against all odds. Among themt Mr G. D. 
Birla Is easily the most outstanding and his en-1 
thusiasm and ceaseless effort to restore planning 
consciousness deserves the greatest praise. He has 
been utilising every- occasion to drive home the 
idea that an improvement In the mass standard of 
living is not only necessary and desirable biit also 
possible and that within say a period of five 
years, definite results can be achieved if only we 
work in concert for agreed goals and aoooiding 
to plan. 
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Railways and the coal crisis 


A suoKTAue of coal is currently being 
experienced almost all over the country, 
while the industries in Tamil Nadu, 
Karnataka, Andhra Pradesh and parts of 
Maharashtra are particularly hard hit. 
The paucity of coal has affected the rail¬ 
ways also, resulting in the cancellation of 
a number of trains. According to Coal 
India Ltd (CIL), it is the failure of the 
railways to manage ' wagon movement 
properly which has landed the country in 
this difficult position. Surely, it is the 
absence of coordination between the 
ministries of Railways and Energy which 
is the root cause of the trouble because 
it is claimed by the CIL that more than 
10 million tonnes of coal is still lying at 
the pitheads and the railways are not in 
a position to provide sufficient wagons 
for their movement. A large quantity of 
coal is now moving by road which again 
is a potent indicator of the inefficient 
working of the railways. Realising the 
limitations of the railways, the CIL has 
made arrangements for the movement of 
coal by ships to south Indian industrial 
units. 

stagnant production 

The production of coal in l975-7d and 
1976-77 stagnated around ]01 million 
tonnes. A working group appointed by 
the Planning Commission in September 
last year for the formulation of policies 
and programmes for the live-year period 
1978-79—1982-83 estimated that the 
demand for coal was expected to rise to 
112 million tonnes in 1978-79. The 
annual plan for 1978-79 was therefore 
drawn up with a production farogramme 
of the order of 113.5 million tonnes. 
Against an investment of Rs 190.05 croies 
in 1977-78, the Plan proposed an invest¬ 
ment of Rs 222.11 crores in 1978-79 for 
raising the production capadty of the 
various subsidiaries of the CIL, Singareni 
Collieries Company Ltd (SCCL) and the 
coal mines under TlSCO and IISCO. 
But unfortunately the production pro¬ 


grammes of these subsidiaries have come 
up against certain hurdles in the very 
first quarter of the current financial year. 
First came the go-slow and strike at the 
Indian Explosives Ltd and the Indian 
Detonators Ltd. The coal mines receiv¬ 
ed reduced quantities of explosives— 
almost one-third of their requirements. 
Then came the strike at the SCCL which 
was expected to produce more than 80,000 
tonnes coal a month—10 million tonnes 
in all in the current year. There was 
partial strike between April 14 and April 
30 while there was no production between 
May 1 and May 8. It was only on May 
19 that the strike was called off com¬ 
pletely but the labour trouble extending 
over more than a month threw out of 
gear the plans for production as well as 
movement of coal. 

distress sails 

Understandably, distress calls were sent 
from Madras to the ministry for Energy 
as six out of seven cement units in Tamil 
Nadu were facing closure due to the 
acute scarcity of coal. Even after the 
ratification of the decision that a part of 
the coal needed by the southern states 
should be moved by ships, the supply of 
coal would remain inadequate for some 
time making the performance of the in¬ 
dustrial units rather uncertain. 

It will be wrong to assume that the 
go-slow at the units supplying explosives 
and the strike at the SCCL were the only 
causes for the current malaise in the 
supply of coal. In fact discipline in the 
railways has slowly but steadily broken 
down and the railway workers have 
assumed a defiant attitude. Go-slow 
tactics adopted by the raiiway workers 
have affected the general working of the 
railways and, therefore, the improvement 
in the movement of wagons which is 
vitally needed is not expected to materia¬ 
lise in the near future. 

At the present time, the railways are 
indeed under great pressure due to the 


movement of foodgrains B-om the nor¬ 
thern states to the southern states. The 
bumper rabi crop has already flooded all 
the markets in the northern stmes and 
the godowns are over-flowing with grain. 
The railways are trying to move as much 
as they can but obviously, despite the 
past experience, they are not equal to 
the task. On top of that the railways 
have beoi called upon to move massive 
quantities of imported cement and ferti¬ 
lizers. Result: The railways are not able 
to cope with the challenging situation 
which has emerged due to the various 
factors listed above. 

adminlatrafiv* daficiancy 

The current crisis in the railways is 
more due to administrative deficiencies 
than the shortfall in the availability of 
wagons. The Railway minister, Mr Madhu 
Dandavatc, has proved to be unequal to 
the task. His polio' of continued appease¬ 
ment of labour has borne negative results. 
Even if the ambitious expansion pro¬ 
gramme drawn up by the Planning Com¬ 
mission for the period 1978-79—1982-83 
materialises, it will be difficult to draw 
full benefits from it if the labour con¬ 
tinues its defiant attitude. 

The draft Plan for the period 1978-79' 
—1982-83 envisages an almost 50 per 
cent increase in originating freight 
traffic on the railways. As against the 
traffic offerings of 214 million tonnes in 
1977-78, the draft Plan expects it to rise 
to 300-313 million tonnes in 1982-83. 
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The htumcial outlay provided fitf thk 
purpose is d* the order of more than 
Rs 3,000 crores. The additiims to wagmi 
capacity are estimated to be around 
43,000 besides 30,000 rq>laoement8. At 
the same time, significant expansion is 
planned for coaches and locomotives. 


But male addition to eapadty will not 
do. Fret Oandavate will have to ensure 
efficieaei' use of man and madhinery w 
that thin massive investments made in the 
lailwajreystem are used profitably with¬ 
out aiiy bottlenecks in the production 
process. 


Japan—market for jute 


Though India’s jute industry has been 
in existence for nearly 12S years, till now 
it had not given propm attention to the 
promotion of exports to Japan. Its major 
markets have been in the USA, Canada, 
west Europe, east Europe, west Asia and 
Africa and Australia. However, it is grati¬ 
fying to find that recently the industry 
has been trying to step up its exports to 
Japan. For the first time, a delegation 
under the leadership of Mr S.K. Palit, 
the jute commissioner, visited Japan in 
April this year to study the prospects in 
that country and to persuade Tokyo to 
effect appropriate changes in its import 
policy with a view to facilitating the 
export of our jute goods. The delegation 
which included representatives of the jute 
industry and trade has found that it 
should be possible for India to increase 
and diversify its exports to Japan. Her 
annual requirements of jute goods have 
been of the order of 80,000 tonnes of 
which 30,000 tonnes are produced locally. 
India’s share has been about 20,000 ton¬ 
nes including 15,000 tonnes of carpet 
backing, the other suppliers being Thai¬ 
land and China. 

Induatry's confldanea 

The delegation has found that out of 
Japan’s total packaging requirements, 50 
per cent is met by paper bags, 35 per cent 
by jute and 15 per cent by synthetics. At 
a press conference held in Calcutta 
recently Mr Palit, Mr K.IC. Kanoria, 
deputy chairman of the Indian Jute Mills 
Association, and Mr Lalit Toollstdas, 
chairman of the Calcutta Jute Fabrics 
Shippers’ Associatim, explained that the 
industry was confident of capturing a big¬ 
ger share of the Japanese market provid¬ 
ed the govenunent of India was ,willing 


to give some incentives to make its prices 
more competitive. They said that Japan 
was not interested in expanding its jute 
industry because of the increasing labour 
costs and overhead expenses. In fact, there 
are at present only four mills compar¬ 
ed to II a few years ago. In this situation. 
New Delhi should examine to what extent 
it can afford to subsidise the industry. The 
fact that the jute commissioner himself led 
the delegation and had the opportunity to 
study on the spot the proq)ects for aug¬ 
menting the exports to Japan encourages 
the hope that the Commerce ministry will 
be inclined to consider favourably the 
industry’s demand for export subsidy. 

imporiars’ unhapplnasa 

The Japanese importers are said to have 
expressed their unhappiness over the deci¬ 
sion of the government ^ of India to with¬ 
draw the 10 per cent subsidy on hessian 
since this has reduced its competitiveness. 
The government should re-consider its 
decision and restore this incentive and 
also examine in what other ways it can 
actively assist the industry to consolidate 
the market in Japan. 

Reduction in the shipping freight will 
be another effective incentive but it seems 
doubtfiil if this can be achieved in the 
near future. For the last several years, 
the industry has been drawing the atten¬ 
tion of the government of India to the 
sharp and sudden increases in the ocean 
freight rates which have adversely affect¬ 
ed its exports to many markets in the 
world. According to the General Agree¬ 
ment on Tarifik and Trade <OATT), the 
freight element normally should not ex¬ 
ceed I2j per cent of the f.o.b. value of the 
export products but because of the exces¬ 
sive freigfat^fates charged by the various 
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coo^erenceiiaes, tite i,o.b. 
bemarieediip to the extent of20 t630 
per cent. For Chinaand Thailand, fieq^t 
Rmns only about 12 per cent of tte valne 
of their export to Japan. Besides, it is 
alleged that discrimination is also shown 
by the liner confluence serving the Bangta- 
desh-India-Japan route. For instance, a 
higher freight rate has been charged for 
Indian jute goods from February this 
year but it has been applicable to Bangla¬ 
desh only from April. The government of 
India should look into complaints of 
this kind and try to bring about a redu¬ 
ction in the shipping freight rates. 


eul in duty 

The government of Japan should sym¬ 
pathetically consider India’s request for 
a cut in its import duty on jute goods. 
Japan has imposed an import duty of 16 
per cent on sacking and eight per cent on 
woven fabrics but under the Gennalised 
System of Preferences, quotas for sacking 
bags have to pay a concessional duty of 
eight per cent while tariff-free entry is 
allowed for hessian, carpet backing and 
other woven fabrics. As Japan has lately 
been keen to adopt a liberal import 
policy, it is hoped that India’s request for 
tariff concessions will be readily conced¬ 
ed. The delegation has said that the 
Japanese Jute Mills Association has ex¬ 
pressed its displeasure at the fact that last 
year while the State Trading Corporation 
and the Jute Corporation of India offered 
discounts on the sales of carpet backing 
and hessian to the USA, no such facility 
was given to Japan. Our case for tariff 
reduction is likely to be heeded more 
readily by Tokyo provided New Delhi 
also takes appropriate measures to lower 
the prices of jute goods. 

It is indeed encouraging to hear from 
the delegation that the Japanese impor¬ 
ters have conveyed their sstisfhction with 
the performance of Indian exporters in 
regard to quality and delivery schedule. 
In recent years complaints have been made 
about the quality of our jute goods by the 
importers in many countries including 
the USA and west Europe. There have 
also been complaints about the jute goods 
sold to the Directorate Oenwal of Sup¬ 
plies mid Disposals for the storage of 
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li^ '4ird||ht and tlu^ tbe seams bttrst 
uader^fvessore. 

As iapao is a new market, the indnstty 
should take special core to see tiiat there 
is no room for dissatisfaction on account 
of quality. It is also important that 
deq>ite the severe shortage of power, the 
mills should make every effort to adhere 
to the ddivety schedule. The industry 
has expressed concern at the prospect of 


acute scarcity of raiiriu^in the coming 
mouths. As in tbepreviOoa years, industry 
and government have esqnessed diflhrent 
views about the avail^iltty of taw jute. 
In view of the encouraghtg outlook for 
export to traditional markets and to 
new markets like Japan, the government 
should assess the fibre situation realisti> 
cally and take timely measures to provide 
the industry with all the raw jute it needs 
to maximise production. 


Groping in the dark 


The monetary authorities are at a loss 
to decide what should be the correct 
credit and money policy for meeting the 
requirements of industry and trade and 
small borrowers. When the Finance 
minister decided to abolish the levy on 
interest income derived by banks on some 
categories of advances in March this year 
and there were constitutional changes in 
the structure of interest rates relating to 
deposits and advances of banks, it was 
thought that a definite bid was being 
made to reverse dear money concepts. 
However, the anticipated lowering of the 
bank rate, at least marginally, has not 
materialised and recent developments 
suggest that the governor of the Reserve 
Bank is in two minds in making available 
liberal and cheaper credit. Indeed, the 
latest moves of RBI indicate that no 
definite retreat from dear money is con¬ 
templated and there is also anxiety to 
restrict the growth in money supply. 

illooteal eoncapt 

The terms of the new central loans float¬ 
ed on May IS, 1978 were conceived illo* 
gically as there was no need for disturb¬ 
ing the structure of gilt edged securities 
and creating a depreciation in the market 
value of government securities and bonds 
by-one to two per cent. As the impression 
was deliberately given in earlier months 
that the privileged borrowers would make 
an* attempt to secure the requirements on 
cheapw basis and the duration, of the 
long-medium and iCnp-dated loans was 
extended with no change in interest rates, 
banks were keen on increasing the pro¬ 
portion of these, typq; pf securities tq 
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total holdings. This policy has now 
proved to be costly with the floatation of 
a long-dated loan carrying interest of 
6^ per cent. The sale of the new loan at 
Rs 100.20 by the Reserve Bank has neces¬ 
sarily resulted in a drop in the rates for 
6^ and 6^ per cent loans by over two per 
cent and the holders are in a quandary 
about what they should do and how 
their existing portfolios should be re- 
shttiSed. 

now eontradleiions 

There are also new contradictions 
announced by the Reserve Bank on May 
15, 1978. The decision of the Reserve 
Bank to reduce the quantum of refinance 
against procurement credit has of course 
not come as a surprise.. The objective has 
been to avoid creation of credit for this 
purpose and owned fimds of banks' have 
been utilised in greater proportion over a 
period and assistance provided by the 
Reserve Bank has been gradually teduced. 
Thus the base limit has been raised from 
Rs 400 crores to Rs 1000 crores, fbrtber 
to Rs 1,500 crores and beginm'ng from 
June ], to Rs 2,000 crores. It will now 
be possible for banks to secure refinance 
only in respect of the excess over Rs 2,000 
crores.. The adjustment did not nally 
have any significance as on the date of 
annouoement, the refinance against food 
oedit was only Rs 35.11 crores against 
the quota of Rs 265.56 crores on the ine- 
vious basis. Tbe outstanding food credit 
was Rs 2031.30 crores. The lending insti¬ 
tutions were keen on expanding food 
credit out of their own flmds as the credit 
(le|>osit ratio was declining steadily and 
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the opportunity was used for ledodag 
borrowings from the Reserve Bank and 
minimising interest charges. 

The ehanges in other directifw, how¬ 
ever, have come as a surprise. The 
attempt to immobilise a larger proportion 
of fresh deposits is really not under¬ 
standable when the Reserve Bank baa 
been directing member banks to increase 
assistance to small borrowers in the 
priority sectors, and provide also term 
loans to industrial imits and public 
bodies. It has now been directed that 50 
per cent of incremental non-resident 
deposits should be immobilised from June 
7, 1978 over and above the impounding 
of 10 per cent of the incremental deposits. 
The cash reserve ratio will remain un¬ 
changed at five per cent. 

eerraet Import 

What exactly is the correct im¬ 
port of these impounding procedures? 
While the Reserve Bank may claim 
that the objective is to prevent an 
undue increase in money supply and there 
is no dearth of resources for productive 
purposes, the net result imght be the 
emergence of a squeeze in the money 
market over aperiod even with a marginal 
permissible increase in non-food credit 
and rise in food credit. The significa^ 
of this observation will be understood' if 
it is explained that the lending institu¬ 
tions have been virutally put in a strait- 
jacket even with the present low level of 
credit expansion and the Reserve Bank 
will have to be approached for securing 
discretionary accommodation in spite of 
the fact that there will be no dearth of 
resources. 

The growth in deposits of the schedul¬ 
ed commercial banks was nearly Rs 5,300 
crores between January 14, 1977 and Wy 
5, 1978. As 10 per cent of the incremental 
deposits had to be impounded apart from 
maintaining a higher cash reserve 
ratio and the statutory liquidity ratio 
also had to be observed, an amount of 
Rs 1047 crores had to be segregated for 
observing the directives relating to im¬ 
pounding of deposits and cash reserve 
ratio. The statutory liquidity ratio would 
require the disposition of another Rs 1,747 
crores in the prescribed maimer. O.ily 
tbe balance of R» 2,406 crorct was techni- 
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cally available for. expanding credit for 
various purposes. It was, however, not 
necessary to utilise even this residual 
balance, as there was actually a con¬ 
traction in food credit during the period 
under refraenco by Rs 265.56 crores and 
aggregate advances increased by Rs 1,724 
crores. There was even a problem of 
deploying the funds and borrowings 
from the Reserve Bank were systemati¬ 
cally reduced. 

The situation, however, will be 
difiinrent in the coming months as there 
may be a net increase in food credit by 
Rs 500 crores and non-food credit too 
may have to be expanded by Rs 2000 
crores and even Rs 2200 crores calling 
for an aggregate credit expansion of 
Rs 2,500 to 2700 crores. Against this, 
the growth in deposits may be Rs 4,500 
crores and banks will have at their dis¬ 
posal after meeting ail statutory obliga¬ 
tions, only Rs 2,050 crores. There will 
thus be need for seeking assistance from 
the Reserve Bank for even Rs 650 
crores. 

This reliance is totally unnecessary. 
And, if credit has to be expanded really 


in r uratkreas for raising the credit deposit 
ratio apd meeting also the requitements 
of the borrowers, and there is aim an 
increase in advances . to industry and 
trade, a squeeze will be inevitable. What 
then is the meaning of the latest policy 
and how does the Reserve Bank expect 
the member banks to increase their lend¬ 
ing when there is an artificial scracity of 
resources? 

There is really no need for any panic 
about the growth in money supply with 
bulging foreign balances. The inflationary 
impact of money supply has not been 
significant in the past 12 months as whole¬ 
sale prices have even tended to decline 
and the central and state governments 
have been urged to increase plan spend¬ 
ing and provide also assistance to indus¬ 
try and trade for expanding capacity and 
increasing production. There is of course 
need for increasing production of steel 
and cement and some other items. But 
shortages can be eliminated through a 
regulation of exports and increase in 
imports wherever necessary. 

These small difiSculties apart, there 
are no major bottlenecks as bumper 


hamst of Ibbd tind «adi crop 
have kept in check inflationary pres, 
sures. The Reserve Bank should not, 
therefore, create unnecessary dfffi. 
cuitto in the way of banks and 
there is no use blowing hot end cold 
when avenues of fresh lending ate 
restricted and banks themselves are 
adopting a cautious policy in extending 
loans in new directions. The higher 
rate of interest on impounded bala¬ 
nces is of course aimed at compensat¬ 
ing banks the loss sustained through 
immobilisation. But they prefer to earn 
more through constructive lending, and 
every facilities should beprovided for this 
purpose though the emergence of unde- 
.sirable trends will always be carefully 
watched and checked. What is needed 
now is liberal and cheaper credit and 
banks can lower lending rates even with¬ 
out lowering deposit rates with a stream¬ 
lining of operations, higher credit- 
deposit ratio and elimination of losses on 
functioning of new projects as well as 
heavy loading in the shape of provisions 
.against bad and doubtful advances and 
undue anxiety to strengthen inner re¬ 
serves. 


\ 

Raiding Bank Money 


The case of the Central Bank of India 
loan to a textile mill violating all bank¬ 
ing norms is getting curiouser and 
enriouser. 

It is surprising that the government of 
India has ordered yet another inquiry 
into the affair, this time by the Reserve 
Bank of India. There is no point in 
asking RBI to go into “lapses and im¬ 
proprieties” as the Reserve Bank itself 
can be said to be a party to them. The 
unhealthy practice of RBI nominees 
sitting on boards of nationalised banks 
has destroyed the Reserve Bank’s effec¬ 
tiveness as the statutory authority to 
regulate the banking industry and has 


made it a party to ail lapses which take 
place at the board level. 

This matter also shows up the inade¬ 
quacy of RBI’s Credit Authorisation 
&heme whereby big accounts are sup¬ 
posed to be disciplined. 

The reported argument of the present 
chairman of the Ceniral Bairii that “on 
a number of occasions the central office 
and the Bombay main offlceof the bank 
had either not kept him informed or had 
themselves not taken action which they 
were expected to take in terms of their 
responsibility” is amnsing. If with 
regard to a major account, the chairman 
cannot keep himself bripfed, there is no 
meaning in investing the chairman with 


powers of the chief executive to run a 
bank. 

The public .should realise that the 
inquiry process appears to be an effort 
to whitewash the affair. It is talked 
about in knowledgeable circles that the 
bank loan had nothing much to do with 
commercial considerations but was given 
at the instance of a political boss who 
had in torn collected a cut from it for 
his political party. 

It is not oiriy in Central Bank of India, 
but also in many other banks that mtes 
of mpees have been distributed under 
political pressure, in some cases petty 
political bosses tiureatening the reluctant 
managns with arrest under MISA. 

-M. R. PAI 
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CORRIDORS 


R. C. Ummat 

Agricultural research * Deficit in external trade 
Rufiee finance for equipment imports 


Thb maioa thrust of agricultural research 
in the next few years is envisaged to be 
on bringing about a further improvement 
in terrestrial and aquatic productivity. 
In addition, work is proposed to be 
undertaken on imparting greater stability 
to production through intensive research 
on agro-meteorology and pest manage¬ 
ment. Early warning systems of pest 
outbreaks and alternative cropping sys¬ 
tems to suit diifcrent weather models will 
be developed. Contingency plans suppor¬ 
ted by appropriate seed reserves will be 
introduced to insulate, to the extent possi¬ 
ble, crop production from weather aber¬ 
rations. 

In view of the increasing demand for 
non-renewable forms of energy, which is 
likely to be a critical limiting factor in 
improving crop and animal productivity 
in the coming years, more intensive re¬ 
search is to be undertaken in respect of 
the use of recycling techniques, improviog 
photo-synthesis and integration of orga¬ 
nic and inorganic nutrient supply with 
special emphasis on micro-biological 
improvements and pest management sys¬ 
tems. Research on all aspects of post¬ 
harvest technology will also be greatly 
intensified so that higher value-added 
products can be prepared in the village 
itself. This will avoid quantitative and 
qualitative losses to the harvested 
produce. 

Research in the area of agro-forestry 
involving silvi-pastoral systems and silvi- 
animal husbandry or silvi-aquaculture 
systems will receive particular emphasis. 
Increased attention will be paid to quick- 
yielding leguminous shrubs and trees for 
providing fodder, fhel and fertiliser 
through the fixatirm of atmospheric nitro¬ 
gen and to conservation, cataloguing and 


utilisation of the mqjor agricultural 
assets of the country. 

Important farm animals like the buffalo 
and goat, which did not receive adequate 
scientific attention in the past, will be 
given special attottion. In addition, 
research on all aspects of soil health care 
and fertility will be strengthened. All 
aspects of water management research 
will receive added stress in the light of 
the vastly.expanded programme for irri¬ 
gation. Research on the improvement 
of the productivity of areas i^ected by 
soil and water salinity and acidity will 
be intensified. 

The Central Institute of Cotton will 
intensify research on improving the yield 
potential of rainfed cotton, including 
the development of hybrids of short and 
medium-staple varieties. Special empha¬ 
sis is also to be put on research on oil 
seeds and pulses so that their output 
can be agumented. The possibilities of 
achieving a yield breakthrough in the 
production of jute, through such mea¬ 
sures as introducing hybrid jute, will 
be explored. 

Farming .systems research will receive 
intensive attention through multi-disci¬ 
plinary operational research projects. 
The major systems to be studied include: 

a) multiple and relay cropping in irri¬ 
gated areas; 

b) rainfed farming in semi-arid and 
arid conditions involving water 
harvesting and run-olf recycling on 
a water-shed basis; 

c) inter-cropping and mixed cropping; 

d) mixed farming involviug crop-live¬ 
stock, crop-fish and crop-livestock- 


fish integrated production systems; 

e) kitchen gardening, including home 
gardening, in appropriate areas: 

f) three-dimensionalcropplng in gar¬ 
den lands involving an t^imum 
use of the cubic volumes of space 
available; 

g) integrated sea-farming involving a 
suitable blend of culture and cap- 
ture fisheries; and 

h) demonstration of the latest tech¬ 
niques of water use in irrigation 
commands. 

In addition to giving immediate 
attention to techniques which can help 
farmers and fishermen to derive bmefit 
from the existing technology, steps are 
envisaged to be taken to strengthen 
mission-oriented basic research through 
the establishment of national research 
centres of excellence headed by professors 
of eminence. These centres will devote 
attention to basic research in areas sudi 
as photo-synthesis, nitrogen fixation, 
animal reproduction, animal nutrition, 
organic recycling, phosphorus manage¬ 
ment, integrated pest management and 
the other fields recommended by the 
National Commission on Agriculture. 

* • 

The turning of our external trade 
balance into a significent deficit last 
year from a modest surplus in the pre¬ 
vious year has not been a phenommon 
which should cause any surprise. In fact, 
what is suiprising is that the deficit last 
year is estimated to be of the order of 
only Rs 600 crores, as against a much 
larger dimoision which could have been 
expected had the government been able 
to draw down foreign exchange reserves 
to the tune of Rs. 800 crores as envisaged 
by the Finance minister in his last year’s 
budget speech. 

Our overall exports, including re¬ 
exports, during 1977-78 are provisionally 
placed at Rs. 5,252.67 crores, as against 
the conesponding provisional estimate 
of Rs. 4,980.6 crores for 1976-77. The 
final figure of last year’s however may 
turn out to be around Rs 5,4(lb crores 
as in the past such upward revisions have 
been a rule rather than an exception. 
The supplementary and late returns for 
1976-77 itself are stated to have pushed 
up the figure of that year’s exports from 
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the provisionai estimate of Rs. 4>986<€ 
crores to as much as Rs. 5,145.78 ctores. 

If the final tally for 1977-78 exports 
turns out to be, as expected, around 
Rs 5,400 crores, the growth is exports in 
this year would woilc out to a shade 
lower than five pa cent. The provisio¬ 
nal estimates for 1977-78 and 1976-77, of 
course, suggest that the growth in exports 
in 1977-78 has been of the order of 5.4 
percent. 

Imports last year are provisionally 
estimated to have grown, compared to 
the previous year, by about 18.8 per cent 
—to 'Rs 5,832.49 crores from Rs 4,908.2 
crores. The supplementary and late 
returns are expected to push up the last 
year’s imports figure to about Rs. 6,000 
crores. For the previous year, the final 
tally is stated to be Rs. 5,073.95 crores. 

The above indicates that whereas the 
rate of growth in exports last year tended 
to decelerate from a significantly higher 
rate in the earlier two years, the growth 
in imports was at a higher rate. The 
exports in 1974-75 aggregated to 
Rs 3,328.83 crores and in 1975-76 to 
Rs 4,042.81 crores. In 1973-74, they were 
of the order of Rs 2,523.40 crores. The 
imports in 1974-75 and 1975-76 amounted 
to Rs 4,518.78 crores and Rs 5,265.22 
crores, respectively. They were of the 
order of Rs 2,955.37 crores in 1973-74. 
Imports in 1976-77 at Rs 5,073.95 crores 
thus, in fact, were lower than in the pre¬ 
vious year. During 1973-74 we had 
incurred a deficit in our external trade to 
the tune of Rs 431.97 crores. It increased 
to Rs 1,189.95 crores in 1974-75 and 
further to Rs 1,222.41 crores in 1975-76. 
In 1976-77, there was a surplus on trade 
account to the extent of Rs 71,63 crores. 

important factors 

The slow growth in exports during the 
last year has been caused by several 
factors, the more important among them 
being (i) the growing trend towards pro¬ 
tectionism in the developed countries; (ii) 
continuing recessionary situation in 
world economy; (iii) fluctuations in the 
dollar value of the rupee; and (iv) the 
deliberate policy of the government to 
regulate exports of several mass consump¬ 
tion item in the interest of the domestic 
consumer. 

According to the latest survey of the 


Intematioall MonOta^ IPuad, the provt^ 
in the volo^ of world in 1977 was 
just abouttjflve per cettt, aa against nearly 
12 per cent'in the i^^ipus year, lihis 
has been Attributed to the protectionist 
tendencies in the devdpped countries and 
continued recession in the world economy. 
As a result of tbia, our (suports of several 
products were affected. These included 
cotton textiles and garments, steel, certain 
engineering products, ores and leadier 
and leather manufactures. The weather 
conditions in western Europe also affected 
our exports of shoes last year. The loss 
of exports of cotton textiles and leather 
and leather manufactures is estimated to 
have been around Rs 50 crores. In the 
case of steel, exports declined last year by 
about Rs 100 crores. Apart from the 
two reasons mentioned above, this was to 
some extent due to the internal demand 
for this item picking up. 

The weakening of the dollar affected 
the rupee realisations from exports to 
the dollar areas particularly subsequent 
to November. The rupee value of the 
dollar averaged Rs 8.72 in that month, 
but declined subsequently to Rs 8.19 by 
January. 

deliberate policy 

The deliberate policy of restricting 
exports of mass consumption items, such 
as oilseeds, vegetable oils, groundnut 
extractions, sugar, fresh vegetables 
(including onions and potatoes), rice, 
pulses and cement, is estimated to have 
resulted in loss of exports to the extent 
of as much as Rs 340 crores—to Rs 160 
crores from Rs 500 crores in 1976-77. 
Exports of tea, quantity-wise, also were 
sought to be contained in iihe interest of 
the domestic consumer through such 
measures as imposition of export duty, 
withdrawal of rebate and drawback of 
duties and requiring the producers to 
bring in more tea at the auction centres 
to increase overall pailability. 

The realisations from the exports of 
various items, of course, went up signi¬ 
ficantly either as a result of increased 
quantities being shipped or owing to 
higher unit values. Tw exports, for 
instance, earned, despite the constraints 
on shipments, nearly 88 per cent more; 
they vmqt u^fcom Rs 295 crores in 1976- 


77 to IU^5Wlroiiw in J977-78.,; Exi»ot^ 
of et^ ipCMiasM by t02|M cmi-^bom 
Rs. 114 crores te lU iSO crore^-aniil of 
spices by approxinmtdy 82 per cent— 
from Rs 76 oroies to Rs 13$ motes. 
Engineering exports me estimated to have 
gone up by 12-13 per cent—from Rs S54 
crores to Rs 625 ciores. The mtpt^of 
chemicals and allied products an stated 
to have improved by 17 per cent—from 
Rs 131 craes to Rs 154 crores—and of 
gems and jewellery by nearly 50 per cenf^ 
from Rs 287 crores to Rs 426 crores. 

structural changes 

Concerted efforts are being made to 
effect structural changes on the export 
front by way of increased diversification. 
The new policy has shifted emphasis from 
exports of primary commodities to those 
of products with a higher value added 
content. Exports of small-scale industries. 
are being specially encouraged as the new 
industrial policy lays an overwhelming 
stress on the development of these indus¬ 
tries in the interest of maximising employ¬ 
ment in the country. 

The new export policy also aims at 
securing higher exportable suipluses 
through better utilisation of the existing 
capacities and fostering of modernisation. 
Exports of mass consumption goods are 
envisaged to be regulated as in the last 
year, but larger exportable surpluses of 
such items as sugar are expected to be 
available. New export markets are being 
developed. It is expected that exports 
will grow fiirther significantly this year. 

With a view to meeting the new chal¬ 
lenges and to identifying areas of efforts 
to promote exports, it has been decided 
to constitute six task forces for various 
product groups whidi include agriculture, 
handicrafts, gems and jewellery, leather 
and leather, goods, the small-scale sector 
and export services. The terms of reference 
for these task forces are; (i) Reviov of 
the present trends in world trade and the 
structure of Indian exports of the given 
product group; (i^ identification of mqi’or 
oommodity/item-wise export potential, 
(iii) suggesting specific export targets 
for the concerned groups for the period 
of the current Plan; (iv) identification of 
external markets for intensive export 
drive and the required market strat^es 
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fw ttqi^proiaejiiQii; (▼) id«itfi@catlcp p{ 

tbiii' pffirijiy-vi^fe 'iMeieMary’ W. 

niDov* the cKis^g ]troaiH^K>n sad' 
cftpachjjr oonstraiots ia order to actnaUse 
Ae targetted exportable nitplutes; and 
(vQ review of the existing policy frame* 
w6i4c and identification of the necessary 
changes and policies for export assistance, 
export servhi^ and export infirastmctuie 
so that the export targets can be flilly 
achieved. 

The task forces are expected to sulmiit 
their reports within three months. Their 
recommendations would be considered by 
a committee of secretaries under the chair, 
manship of the Commerce secretary in 
order to work out appropriate action pro* 
gramme. 


The scheme for the provision of rupee 
finance for equipment imports is under¬ 
stood to have removed one major com* 
plaint of industry which was that provi¬ 
sion of foreign exchange loans earlier 
invariably entailed escalation of capital 
cost arising out of depreciation of the 
Indian rupee vis-a-vis the major foreign 
currencies. Since these loans will now be 
available in rupees and also repayable in 
rupees, the uncertainty arising out of 
fluctuating exchange rates will be obviat* 
ed. This, however, applies only to equip¬ 
ment imports against free foreign ex¬ 
change and not under tied credits. Loans 
under tied credits will continue to be 
available in foreign exchange from finan- 
cial institutions. 

The scheme, it is learnt, has been 
drawn up by the Reserve Bank. Accord¬ 
ing to it, the rupee finance for equipment 
imports will be repayable in a period of 
10 years and will carry for the time being 
interest at the rate of 11 per cent per 
annnm. The commercial banks making 
available these loans will be entitled to 
refinance at 9 per cent whidi is ttie bank 
rate. 

The programme is apiflicable to ivo- 
jects approved by the government. The 
equipment to be imported has also to 
be cleared according to the procedures 
laid down. 

The facility is in addition to the rupee 
loans already being made available by 
financial institutions for covering the 
domestic costs of projects. 
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of electricity load demand 

H. N. Dm 


Projection 

Th« Trend Method* the End Use Method and the Seheer's Method are 
employed for forecaetlng electricity load demand in India. Mr H-N. 
Dae, IA8| aecretary to tho oovernment of Aeeam In tho Finance 
department, pointe out that the forecaete made are Inadecpiate because 
they do not tako account of the Impacts of marginal cost pricing and 
price elasticity of demand nor are they based on the possibilities of 
inter-fuel-substitution and Improvements In the eflieleney of energy 
ueo. Moreover, the forecaete are based on the assumption of a close 
link between energy use and the growth of 6NP. Recent research 
shows this to be a rather shaky foundation to projoct futuro energy 
requirements. In order to rectify the eituation It is essential to employ 
the Econometric Method. Before this can be attempted, however, it is 
necessary to carry out the basic inter>diseiplinary studies and to 
collect the required data. 


Thb PKOJBCTiON of electricity load 
demand and the requirement of installed 
generation capacity in India are made 
periodically by an official committee. The 
latest available projections are those of 
the Ninth Annual Power Survey Com¬ 
mittee (to be referred to henceforth as 
the Survey).^ 

The survey applied three different 
methods for load forecasting. The three 
sets of results, which were within ten 
per cent of each other, were then averag¬ 
ed out to make the final forecast for the 
relevant dates. The survey applied the 
following methods: the Trend Method, 
the End Use Method and the Scheer’s 
Method. 

main drawback 

The Trend Method, which has gained 
wide acceptance, makes extrapolation to 
project future demand based on the past 
trend of consumption as revealed by the 
time series appropriately smoothed out.* 
Its main drawback emanates from its 
failure to take account of the rates of 
growth of the factors which determine 
the consumption of electricity and the 
fact that these rates might vaiy over 
time. Its usefulness is restricted to cases 
In which projections are required only 
for a short period during which no far> 
teaching strUotund changes are expected. 

The End Use Method requires draw¬ 
ing up of detailed estimates of projected 

B^gnHK.IOpNpillST 


electricity consumption in various sectors 
of the economy during the relevant 
periods. These sectoral totals are then 
summed up to arrive at the projected 
total consumption. Its usefulness depends 
on the accuracy of the tenuous input, 
output exercises and the validity of the 
projected growth rates of different 
sectors. 

The method developed by Scheer, on 
the basis of his study of load growth in 
a number of countries, including India, 
postulates that “for every hundred-fold 

POINT 

OP 

VIEW 

increase in the per capita generation, the 
rate of growth of generation will be 
reduced by half”.* This formula, as 
applied to India, has been written as 
follows: 


In the above formula, g denotes the 
annual percentage growth of generation, 
u the phr capita generation and c a 
constant, which is 0.02 titles the popula¬ 
tion growth rate plus 1.330. 

It can be seen that the validity of this 
mechanical £^|mu]a will depend upon the 
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correctness of the assumed relationship 
between the increase in per capita gene- 
ration and the projected reduction in the 
rates of growth of generation. This is 
rather doubtflil in a developing econo, 
my, where such mechanical and strict 
relationships are hard to come by. 

In a paper, prepared for the World 
Bank, Anderson analysed the forecasts of 
electricity demand, made or accepted by 
the Bank, in respect of seventyfive loan 
applications from thirtyeight countries.* 
The forecasts were mo.stly made with the 
trend method or some modified version 
of it. Anderson found that these forecasts 
were highly inaccurate compared to the 
actual position on ex-post evaluation. 
He, therefore, recommended the applica¬ 
tion of the econometric method. 

limitod applicability 

The econometric method involves a 
study of the factors which influence 
electricity consumption over time. In its 
sectoral form, the output or activity of 
each energy consuming sector is made 
use of as explanatory variables to project 
fbture demand. The applicability of this 
method has been found to be rather 
limited in developing countries due to 
the absence of the high quality data 
required for tcchno-economic evaluation. 
Even Anderson was conscious that “to 
date, there is no thorough examination 
known to the present writer of the possi¬ 
bilities of the econometric method in 
analysing and forecasting the demand fpr 
electricity in developing countries”. He 
was also aware that “even in the indus- 
trialised countries, the study of Fisher 
and Keyson, undertaken in the late 50’s 
is singular”.* 

Several studies, .for a number of deve- 
loped countries, have used the ecemo- 
metric method recently.* Once the data 
requited is made available, it will be 
possible to build an eccmometric model 
for India also. Such a model will be able 
to take account of a number of aspects. 
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in' 4ie {i»n<m|fte 
s 0 cti^ ^l^ aol 1>e«p 

exanked i|r ttie MtrVcy. 

neiinu9 piactiGe in any forecast of 
floturo okMitricity 4eiuad is to baae it 
on tbe pesic dtsaaad, tiiat is the maxi* 
fflttm demand^ ^Cijeoted to occur during 
a designated pedod. It is possible, how¬ 
ever, to redufe the peak demand by 
appropriate pri^g policies. Such policies 
can even out demand over the designated 
time period and ^ thus achieve greater 
efficiency of plant use in the electricity 
system. 

It is noRttally expected that there will 
bean inter-temporal transfer of a portion 
of the peak time demand if electricity 
tariff is q^nchronised with marginal cost 
of the system which increases as less 
efficient plants are switched on to meet 
increasing demand during the upward 
phase of the load demand curve. 

The extent to which this can be achiev¬ 
ed will, however, depend upon the time 
preference of the various groups of con¬ 
sumers and the characteristics of the 
different generating plants in the system. 

Many industries, for example, may 
not find it convenient to work night 
shifts in order to take advantage of 
lower tariffs. In their case, the advantages 
to be gained may not be sufficient to off¬ 
set the cost of higher wages of night shift 
workers. This is quite possible because it 
has been found that energy cost is 
nominal as a percentage of the total 
manufacturing cost in most industries.^ 
Only a few power-intensive industries, 
such as aluminium, copper, zinc, lead 
and fertilizers, might shift their work 
timing in response to higher peak load 
pricing. 

low consumption 

Domestic load may not be affected at 
ail. Domestic consumption of electricity 
is low in India. Besides, practices such as 
water-heating and similar ancillary 
activities, which can be expected to take 
advantage of a lower off-peak tariff have 
not spread much. It is, therefore, doubt¬ 
ful whether a lower off-peak tariff will 
induce a shift in timing domestic electri¬ 
city consumption. 

On the suj^ly side, the tecfanica] 
operating conditions of gmwating plants. 


Aeir hidit^dual rates of ipulilitanaiice and 
foioad. oinageaod special disraipteristios 
stt^ as Ihaited hours of opainllion during 
the day, will restrict the pf^lnlities of 
varying supply to meet any attentions in 
the time pattern of demand. 

No definite conclusion about the possi¬ 
ble impact of marginal cost pricing pro¬ 
jected demand, can therefore be drawn. 
Besides, it is not in general use in India. 
Difficulties of metering, especially the 
extra cost involved, has been mainly res¬ 
ponsible for this. 

However, the alternative method of 
physical rationing, to even out load 
demand, is widely practised. The usual 
monopolistic weapon of price discrimina¬ 
tion among different market segments— 
agricultural, domestic, commercial and 
industrial loads of various sizes— is also 
used. 

A thorough theoretical analysis of the 
problem led Turvey to conclude that 
“the only practicable method of securing 
quantified analysis is to engage in large- 
scale long-term experiments”.* Such 
experiments are yet to be conducted' in 
India. 

realistic appraisal 

It is important that such expoiments 
are conducted as early as it is possible so 
that the demand projections can be based 
on realistic appraisal of the impact of 
marginal cost pricing. 

In an econometric model for project¬ 
ing electricity load demand it will be 
possible to take account of inter-fuel 
substitutions. One example, often quoted, 
is a faster rate of substitution of electric 
traction in place of diesel traction in the 
Railways.* It is suggested that electric 
traction is free of pollution and can bring 
in larger economic benefits in the long 
run. 

Another example is the energisation of 
irrigation pumpsets most of which are 
currently run on diesel oil. In both these 
cases, considerable saving of foreign 
exchange may result from reduced use of 
imported oil products. This judgment is, 
of course, based on the assumption that 
the primary ftiel in electricity genera¬ 
tion is not imported oil. 

Again, commercial energy, joimarily 
electricity, can also be substituted to 
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replace wusteftil bunting of cow-^ng, 
firewood and bagasse. £adi of these has 
better econonmic use as organic manure, 
construction material and paper-pulp, 
respectively.** 

The extent to v^ich such substitution 
possibilities actually materialise will 
depend upon a number of factors includ. 
ing prices of alternative fuels, consumer 
prefoence for such ftielsandthe avail¬ 
ability of electricity in differ locations. 
The last one is important because only 
29.89 per cent of the villages have been 
electrified in India so far. 

tho other elde 

The other side of the same coin, that 
is, the possibility of substitution of 
electricity by alternative fltels is not 
usually considered feasible or desirable. 
The main reason for this is the belief that 
electricity is superior to these'fuels. This 
is true of the non-commercial Aids. This 
is true of coal. In the case of oil, the 
foreign exchange constraint will prevent 
oil being substituted in place of electri¬ 
city. As development proceeds, some of 
the oil products such as kerosene and 
candles ore, in fact, considered inferior 
goods. This is the result of the income 
elasticity eff demand. 

The survey has not explicity taken into 
account the effect of such inter-fuel- 
substitution possibilities on the fhiure 
trend of demand. Probably, such substi¬ 
tution has been implicitly assumed in the 
projected growth rates of electricity con¬ 
sumption in different sectors. It is, how¬ 
ever, essential to spell out the implica¬ 
tions. 

Proper pricing procedures can affect 
the total volume of electricity demand 
beside achieving inter-temporal re-distri- 
bution of demand as already discussed. 
In the past, not much attention was paid 
to the price fhetor in the models built 
for projecting electricity load demand. 
This was true of projections made both 
in the developed countries and in the 
developing countries. Even in well-known 
international projections, scant attention 
was paid to electricity price.** The main 
factor responsible for this has been the 
gradual decline of the real cost of electri¬ 
city over time. 

After the oil crisis, it is now realised 
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another. 
successnil 
year of 
UCOBANK 

It takes two to make a 
success. 

Your patronage 
Our service. 

A partnership that has 
strengthened over the years. 
Helping people, the small 
people in particular, to help 
themselves profitably 
continues to be our motto. 

We are proud of our service 
to the nation. We rededi> 
cate ourselves to serve 
you and the country year 
after year. 



Dniled. 
Commercial 
Bank 

dieins<ta-piofi(ab& 


31atDge«mbgr« 1876 
Rt. 

6.00,00,000 

6,00,00,000 

788,32,19,813 

62,25,38,750 

8,84,44,003 

67.70.44,586 

9,08,59,846 

67.25,26.125 


60,69,348 

984,96,92,471 


104,93,82,277 

9,03,0a000 

196,72,25,2b 

534.33,26,196 

67,70.44,686 

67.25,26,125 

3,58,43,613 

6.26,85,166 

16,13,69,266 

984,96,92,471. 
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STATEMENT OF P08ITI0M 

MAP»UT,I5? 

Capital: Paid-up 
Rasarva Fund 
Dapoaita 

Dua to Banka and Corraapondanta 
Bills Payabta 
Billa for Collactfon 
Branch Adfuatmanta ate. 

Accaptancaa for customars 

I (Lasa: Bonus for 1976 paid * ! 

i !in axcass of provision i * 

i_ In that yaar I 

2,0976;SM8 Balanca of Profit f.52,69,241 

60,00,000 Lasa: Transfer to Reserve Fund 60,00,000 
62,00,000 Provision for Contingancias 90,00,000 
_ 47.17^000 Provision for Gratuity ... 

Balanca to be transferred to Central Government . 
TOTAL 

ASSHfi 

Cash In hand and with Banka 
Monay at Call and Short Notice 
Investments in Govt, and other Securities. 

Shares. Oebantuias etc. 

Loans. Advaneaa and Bills Discounted and Purchased 
Bills Raaaivabla 

Censtituants’ Liabilities for Acceptances 
Pramlaaa 

Furnitufe and Fixtures 
Other Aaaata etc. 

TOTAL 


NUMBER OF BRAMCHES 


31 it DiCBmbir. 1977 

Ra. 

6,00,00,000 

6,50,00,000 

987,62,21,114 

78,73,74,202 

11,26,24,371 

81,15,39.631 

12,26,99,034 

79.91.64.088 


InlfMHi 


312 

> 

321 


OuttW* Indl* 
total 


Rural 

Semi-Urban 

Urban 

Metropolitan 


62,69,241 


416 

229 

209 

149 


1262,98,91.681 


155,05,44,106 

9,57,32,900 

256,57,95,904 

651,60.64,041 

81,15.39,631 

79,91,64,088 

3,58,03,581 

6.73,81.476 

19,78,65,954 

1262,98,91.681 
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! luit ikt of low dbstridty m» 

»ver. . wbicli to tho 

of 

are the fpllovriof: 
hij^t^slofprimaijrfue^ higher cost 
of capital, teditt^tioQ or elimination of 
various soteiidiy practices and stricter 
mvilronmqital requirements. 

This realisatloii' has Jed economists in 
the USA to study the impact of higher 
energy prices on demand.^* These studies 
have confirmed^ in terms of basic first 
principles, that “energy—including elec¬ 
trical energy—is a price elastic com¬ 
modity. That is, as the price of energy 
increases^ the level of consumption 
dedines’\^^ The fact that such an elemen¬ 
tary conclusion had to be drawn, in a 
research work of such high standard, 
shows the gravity of the situation created 
by the complete lack of attention to the 
price aspect in the earlier models for 
projecting energy demand. 

It is not proposed to go into their 
findings about the quantitative decrease 
in electricity demand as a result of given 
increases in price. What is important is 
the possible impact of a reduction in the 
level of electricity consumption, induced 
by price increases, on the rate of growth 
of GNP. They found that the overall rate 
of growth of GNP need not decline if 
proper adjustments are made in the 
composition of GNP inputs. They 
suggested that the less energy intensive 
services sector should be allowed to 
grow at a rate faster than the economy 
as a whole, while the more energy inten¬ 
sive manufacturing sector's growth is 
restricted to a rate lower than that of 
the economy 

important iauon 

This finding has an important lesson 
for the developing countries. It shows 
that greater labour ii^ut can sustain 
growth even when the absolute level of 
energy use is allowed to decline. In fact, 
'^capital and energy are complementary; 
ro Ugher energy prices lead to reduced 
use of capital services and to the substi¬ 
tution of other inputs, particularly 
labour, for those services.”^* 

*nesttrvi^haa not taken such possi¬ 
bilities into obnsideratioh in projecting 


fhfiM deniud. This has bei^ result 
of the absence of basic intef^scipHnary 
studies in the field of energy., 

The projections of electricity demand 
in the survey are based on the current 
levels of efficiency of energy use in plants, 
machineries, appliances and processes. 
These levels of efliciency, however, can 
be improved upon.^* Such improvements 
will mean that even with a reduction in 
the absolute volume of energy consump¬ 
tion it will be possible to sustain the rate 
of growth of GNP. 

The need for such measures have been 
realised, and recommended, in India 
also.^^ When such measures, arc adopted 
the demand for electricity, and hence 
for installed generation capacity, will 
come down automatically, 

All current energy forecasts in India 
(and elsewhere) are based on the assum¬ 
ed relationship between energy use and 
the rate of growth of GNP. In the case of 
electricity, for example, it has been found 
that the rate of annual load growth, 
consistent with a 5 5 per cent annual 
growth rate of GNP. is 10.8 per cent.^* 
Recent researches show that “the GNP 
energy linkage .in LDCs offers an ex¬ 
tremely shaky foundation upon which to 
construct forecasts of electrical consump¬ 
tion.’'^* This conclusion has been drawn 
from several in-depth studies. 

inter-country comparison 

An inter-couniry comparison, for ex¬ 
ample, showed that the relationship is 
not at all apparent. This study was based 
on the elasticity co-efficients, which are 
derived as quotients of growth rate in 
energy usage divided by the growth rate 
in GNP. 

A case study of India, over along 
period of time, based on the same elasti¬ 
city co-efficients, showed that the 
behaviour of the co-efficients themselves 
was erratic.*® 

It is, therefore, clear that no mechani¬ 
cal linkage between GNP and energy 
consumption can be relied upon to build 
a model for forecasting future electricity 
demand. What is required is a detailed 
and sufficiently disaggregated study of 
both ONP-inputs and sectoral electri¬ 
city consumption. 


This brief review of the methods used 
for projection of electricity load drnumd 
and the requirement of installed genera¬ 
tion capacity in the survey and its possi¬ 
ble weaknesses, in the context of 
established ideas and recent findings, 
point to the need for a change in the 
basic strategy. This is not immediately 
possible due to the absence of the 
required data and the inter-disciplinary 
studies. It is, therefore, important that 
these studies are carried out and the data 
made available as early as it is possible.*^ 


References 

1 Government of India, ministry of Energy, 
Report of the Ninth Annual Power Survey Com¬ 
mittee^ Parts land Jl, (mimeographed). New 
Delhi, 1974. 

2 The Trend Method, along with the Histori¬ 
cal or International Comparison Method and the 
Econometric Method, was recommended in the 
following publications of the United Nations 
Economic and Social Council for Asia and the 
Pacific (formerly UNECAFE): 

(i) Comprehensive Enerpy Surveys^An Outline 
of Procedure^ New York, 1967, pp, 48-49 

(ii) Planning for Energy Development, *rhe 
Economic Bulletin for Asia and the Fat 
East, Vol. XVf, No. 3, New York, 
December, 1965, pp. 44-SI 

3 The Survey, op. at., 1974. 

4 Anderson, Dennis, Ex’Post Evaluation of 
Electricity Demand Forecasts, International 
Bank for Reconstruction and Development, 
(mimeographed). Washington D.C., 1970* 

5 Fisher, P.M.; and Keyson. C., A Study ip 
Econometrics: The Demand for Electricity in the 

North-Holland, Amsterdam 1962. 

6 Mackrakis, Michael 8., Edited, Enitrpy\ 
Demand. Conservation and institution Problems^ 
Chapter iV. Supply and Demand, The Massachus^ 
setts Institute of Technology Press, Cambridge, 
Massachussetts, 1974, pp. 273-400. 

7 Electricity comprises only about 4toS per 
cent of the manufacturing cost, so that a 20 per 
cent rise in price of electricity will increase the 
price of the commodity by only 1 per cent. (See: 
Baldwin, George B., A Lnyman\s Guide to Littlel 
Mirtees, Finance and Development. No. 1. 1972, 
p. 21) Again, the consumption of electricity in 
the process of manufacture varies greatly from 
one commodity to another. While, for example, 
one tonne of aluminium requires 20,000 kwh of 
electricity only 20 kwh of electricity is required 
to produce one tonne of pig iron. (See: Govern¬ 
ment of Tamil Nadu, State Planning Commis¬ 
sion, Prosperity Through Power, Madras, 1973, 

p. 188). 

8 Turvey,. Ralph. Peak Load Pricing, The 
Journal of Political Economy, Vol. 76 No. 1, 
1978, pp. 101-113. 

9 National Council of Applied Economic 
Research, The Economics of Diesel and Electric 
Traction, New Delhi, 1967. 

10. Detailed examination has been made in 
the following: 

(i) Shah, S.A., Afore Forests for Fuelwood, 
Yojana. Vi I. XVIll No. 1, New Delhi, 
January 26,1974, pp. 69—70, 

(ii) Chawla, O.P., Gobar Gas. The Foresaken 
Innovation, \ojUM, WohX^ni No. I, New 


1075 


;ruNB 2.1978 



Dolhi, January 26,1974* 

(ill) Mukherjce^ K.K^ Cobar Oaf Plant A Situdy^ 
, Oandbi Peace Foundation, (mimeograph¬ 
ed), New Delhi* 1974. 

(iv) Prasad. C.R., Krishna Prasad. K, and 
Reddy. A.K.V., Bio-Cas Flanls^Proj€ct§, 
Problems and Tasks. The Economic and Po¬ 
litical Wepldy, Vol. I Nos. 32-34. Aug. 1974. 

11 See the following: 

(i) Fremont. Felix. World Markets of To* 
morrow. Harper and Row. New York. 1972. 

(it) International Atomic Energy Agenpy. 
Market Survey for Nuclear Power in 
Developing Countries: General Report, 
IAEA, Vienna. 1973. 

12 Except for the U.S.A., no such study for 
any other country is known to have been made 
so for. For details see the following: 

(i) Allan L. Hammond et al. Energy and the 


a t Amerioan Association for Advance- 
of Science, Wa^lngton D.Cf 1973. 


(ii) Dnane Chapman; Timothy Tyrrel and 
Timothy MouPt, Electricity Demand and the 
ifgrgy Crisis, Sdeooe. November 17.1972. 

(iii) Ford Foundation. Energy Policy Project, A 
Tine to Choose, BaUinger Publishing Co., 
Gambridge Massaehussetts, 1974. 


13 Energy Research and Development 
Administration, LDC Nuclear Power Prospects. 
1975^1990: Commercial, £tfeirom/c and Security 
implications, Richard J. Barber Associates Inc.. 
Washington D.C., 1974. 


14 Ford Foundation. Ibid, p. 504. 

15 Ford Foundation, Ibid, p. 504. 

16 Ford Foundation. Ibid. 

17 Government of India, Ministry of Energy, 

Report of the Fuel Policy Committee, Chapter 


10M13. , 

Jt NMom. tT Mir Amp. 

Government Meeting an the impact m the Cartint 
Energy Crisis on the Economy ef. the ESCAP 
Region, Enetgy lUsouroes Develpixmcnt Series 
No. XVni. EBbct of on PiNee increasesand 
Reduced OH Production on Various Sectors of the 
Eceiromy, Presented by the Oovecament of India, 
New York, 1974» p, 145. 

19 Energy Research and Development 
Administration, Ibid. pp. 1-2. 

20 Ibid. pp. 1*7 to 1-10. 

21 The inadequacy of data which hashatin^r- 
ed serious studies in the field of Energy has been 
critically commented upon in india: The Energy 
Sector by P.D. Henderson, Oxford University 
Press, London, 1975, pp. 148-150. 


Ethics in tax practice 

Ths author holds that all tax avoldanco is notcommsndabls nor 
all tax svaslon roprshonsibis. 


It is almost a craze to preach and 
practise what is known as *isa avoidance* 
and shun what is regarded as 'tax 
evasion*. The distinction between these 
two expressions depends on the legality 
or otherwise of a particular course of 
action. Evasion means the flouting of 
the law by fraudulent means including 
deliberate concealment, declaring deduc¬ 
tions in the full knowledge of their non¬ 
entitlement and so on. On the other 
hand, avoidance implies an implicit 
obedience to law. It amounts to the 
exploitation of the form in which the law 
is framed with a view to securing advan¬ 
tages. This course may, but does not 
necessarily, seek to find loopholes in Jaw. 
Administrators of laws come down with 
a heavy hand on the tax evader while the 
tax avoider goes scot free. Judicial pro¬ 
nouncements are at the back of the later. 
"No man in this country is under the 
smallest obligation, moral or other, so to 
arrange his legal relations to his business 
or to his property as to enable the Inland 
Revenue to put the largest possible 
shovel into his stores**; Ayrshire Pullman 
Motor Service v. C.I.R., 14 TC, 754, 763; 
C.I.R. V. Fisher’s 10 TC, 302, 336(H.L.); 
A.O. V. Richmond of Gordon, 2 KB, 729, 
793. Another equally authoritative judg¬ 
ment lays down, ‘‘Every man is entitled 
if he can order his aflEhirs so that the tax 
attaching under the appropriate Acts is 
less than it otherwise would be. If he 


succeeds in ordering them so as to secure 
this result, then, however unappreciative 
the Commissioner of Inland Revenue or 
his fellow taxpayers may be, of his in¬ 
genuity, he cannot be compelled to pay 
an increased tax**; C.I.T. v. Mercantile 
Bank of India. 4ITR 239, 248(P.C.). 

So the cry is avoid ‘evasion* and adopt 
‘avoidance*. But how far is the cry justi¬ 
fied? Should wc examine this question 
purely from the viewpoint of law and 
nothing but the law? To me, the answer 
is a <No'. I hold that all tax evasion 
is not reprehensible and all tax avoidance 
not commendable. Why should it be 
presumed that what is allowed by the 
law is always just? 

It bears no repetition that all tax 
laws are not necessarily good laws. They 
are not framed in accordance with the 
cardinal principles of jurisprudence. 
They are not founded, except by accident, 
on the principles of equity, justice and 
good conscience. These laws are strictly 
construed and in their interpretation 
equity is considered a foreigner. Above 
aU, the sanction behind these laws is the 
authority of the state and not the 
common will of the people. To cite an 
example, by means of deeming provisions 
income tax is levied on items which are 
nd incomes or on people who do not 
earn or enjoy incomes. To take another 
example, if in a sale transaction you 
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value your property at Rs 10 lakhs and 
the department values it at Rs 20 lakhs, 
the law empowers the department to 
acquire it at Rs 10 lakhs plus IS per cent 
but at the same time it gives no right to 
you to sell it to the department at the 
value placed by it. Similarly the law 
gives the right to the department to back 
assessment where its interests had suffered 
in the past but does not give a similar 
right to the subject in similar circum¬ 
stances. Then where is the justification 
in levying taxes at confiscatory rates? 
Apart from the tax laws being so un¬ 
ethical, the money realised as taxes is not 
wholly, exclusively and nedssariJy ex¬ 
pended over the maximization of the 
national welfare. Judge the government 
expenditure by any measure, just to find 
what colossal waste is involved therein. 
A moot question arises: In such a situa¬ 
tion, if we obey laws, do we not thereby 
become a party to these injustices and 
wastages? Is then a tax evader not a 
better citizen who refrains ftom such 
wrong doings, earns the money, runs a 
parallel economy and thereby contributes 
to employment, productivity and welfare? 
Should we not leam to respect only the 
just laws? 

Another basic question is: How far 
can the acts of the tax avoider be regard¬ 
ed as a commendable exercise of ingenuity 
or as a discharge of the duties of good 
citizenship? After all, when he succeeds 
in his design, he does pass on the extra 
load of taxation to those who db not 
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poHW iifbar the will or tlw aMUty to 
iwao^ aiailar tnanoeiivreg. I tbiok, on 
ner^, except tfaat it ie lawfkil, tax avoid¬ 
ance liaa little to commend. It is not 
founded on any fundamental princiide of 
enduring nature. Is it not a fact that by 
means effluent amendments to laws, 
what was at one tin e considered to be 
within the: phrvjew of tax avoidance was 
brought within the fold of tax evasion? 

From the point of view of ethics, tax 
avoidance may be legitimate or illegiti¬ 
mate, no doubt, at times it is difficult to 
pronounce which side of the line it falls. 
Just consider these situations. To reduce 
the tax burden, A divorces his wife in a 
court of law but otherwise in all respects 
they live as before, fi, a chartered 
accountant with a roaring practice, gives 
a large portion of his practice to others, 
just to save taxes, or forms a few partner¬ 
ships with different persons in respect of 
different specialised fields. C, a man of 


great resouiceAilness talm to agrleulture 
'instead of business as sdusM of earnings. 
D, a multimillioiiaite, ’ fearing a rise in 
oar prices as a result of increased taxes, 
purchases a fleet of cars in advance. E, a 
well-to-do officer gives iq> smoking 
altogether in view of increased duties on 
cigarettes. F, sells his properties and 
makes a settlement the proceeds in 
favour of his wife and children and 
survives the statutory period. Are all 
these instances of tax avoidance iegiti. 
mate and none reprehensible? How does 
the act of F stand out differently from the 
case of G who makes a settlement but 
fails to survive the statutory period? 
Likewise, there are so many other techni¬ 
ques of tax planning, but are they all 
legitimate ? The answer is hardly an 
unqualified yes. 

A person is labelled a tax evader. His 
motive is pronounced impure. Heavy 
punishment is meted out to him. Just 


imagine, under the income tax law, fot 
concealment of income, say of Rsone 
lakh, the cumulative penalties could be as 
much as Rs 4.4 lakhs, besides imprison¬ 
ment. Was it a just law? 

In bringing the tax evader to book, we I 
examine his motive and come with a I 
heavy hand on him. Is that fair ? When | 
we examine the motive of the tax payer,! 
should we not also examine the motive I 
of the law makers ? One who does not 
practise morality, I think, has no moral 
right to frame laws by which to judge the 
morality of others. 

The malady arises because of the atti¬ 
tude of the law makers who are constantly 
obsessed with the idea that the need of 
the hour is just enacting anti-avoidance 
tax laws. I think the remedy lies in im-1 
proving upon the technique of ii'aming: 
tax laws, identifying the scope and 
concept of tax in a concise manner and 
simplying the devices for tax avoidence. 
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For the 



some 


calm after the storm 


The net eefee of dollars amounting to between 2000 und 2000 million 
since March, according to US under secretary of the Treasury 
for Monet»y Affairs, rtfhcts In part greater awareness of US 
determination to take fundamental measures for a sound dtdiar and a 
recognition of Important Improvements In the ecotwmic situation- 


FOKBION bxchanob markets have quietened 
down and in recent weeks foreign mone¬ 
tary authorities have been buying rather 
than selling US dollars. 

Intervention In foreign exchange mar¬ 
kets by all countries has resulted in net 
sales of dollars amounting to bet¬ 
ween 2,000 and 3,000 million since 
March. According to Mr Anthony M. 
Solomon, US under secretary of the 
Treasury for Monetary Affairs, who was 
addressing an audience of businessmen in 
New York on May 15, this change in tone 
reflects, in part, greater awareness of US 


funds away from dollar investments 
during the recent turbulence on exchange 
markets. “Indeed, very preliminary 
information for the first quarter of this 
year indicates that a high and perhaps 
even larger proportion of OPEC assets 
was placed in the United States.” 

Noting that the OPEC balance-of-pay- 
ments surplus is expected to make a 
startling drop to around 20,000 million 
dollars this year, he said this surplus 
“should be manageable in the medium 
term and should allow the industrial 
countries to return toward a more tradi¬ 


WINDOW 


ON 


THE WORLD 


deteimination to take the fundamental 
measures required for a. sound dollar. It 
may also reflect greater recognition of 
some important improvements in the 
underlying economic situations. 

Interest rates are higher in the United 
States than in many other industrial coun¬ 
tries, and this interest rate differential is 
again pulling short-term investment funds 
into the United States now that con¬ 
fidence in the dollar is stronger. 

The recent stronger performance of 
the stock market in the United States may 
also be helping to attract capital flows. 

•‘Contrary to some press reports,** the 
Treasury ofiicial said, members of the 
Organization of Petroleum Exporting 
Countries (OPEC) did not shift their 

/ 

USIVRN BOQNC»asr 


tional position of current account 
surplus.” 

Two other factors that should aid ex¬ 
change market stability in the coming 
year, he said, are an expected conver¬ 
gence of economic growth rates among 
industrial nations and a continuing dec¬ 
line in inflationary pressures—“at least 
for the developed world as a whole”. 

Mr Solomon rejected proposals to 
foster exchange rate stability through 
massive ofiicial intervention in exchange 
markets, greatly expanded credit arrange¬ 
ments, foreign currency borrowing by the 
United States and substitution arrange¬ 
ments; such as one suggested by Mr 
Johannes Witteveeu, the managing 
director of^ilematiot]^ Monetary FUnd, 


designed to immobilise dollars now hdd 
as olBcial currency reserves. 

“Experience of the past decade has 
demonstrated repeatedly that exdtaage 
rate stability cannot be imposed on the 
system but must be the result of sound 
domestic economic policies”, Mr Solo- 
fflon said. “....Attempts to prevent 
exchange rates from reflecting basic trends 
would lead to a r^tition of the distur¬ 
bances that punctuated the latter part of 
the Bretton Woods era” that came to an 
end in 1971 “and could be extremely 
disruptive for the world economy”. 

bonign neglect 

The treasury official also rejected 
accusations that the United States has 
sought to gam competitive trade advant- 
ages by a policy of “benign neglect” on 
exchange rate matters. “The evidence 
simply does not support such a charge, 
and I can assure you that is not and will 
not be the US policy,” he said. 

“Independent analyses show that 
changes in dollar exchange rates have 
generally offset relative inflation rates and 
that there was virtually no net change in 
the US competitive position—as measured 
by price adjusted exchange rates—between 
mid-1975 and the first three quarters of 
1977,” he said. 

Even after a six per cent decline in the 
exchange value of the dollar against a 
trade-weighted index of the currencies of 
other industrial nations, he said, the com¬ 
petitive position of the United States has 
improved only one or two per cent from 
the level existing after the genwal shift 
to floating exchange rates in 1973. 

Between March 1973 and March of this 
year the competitive positions of Italy, 
Canada and Japan improved between 
five and 10 per emt and the competitive 
positions of West Onmany and the 
United Kingdom detriorated by between 
five and 10 per cent, the US official said. 
France is roughly in the same position as 
five years ago. 
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VyiNDOW ON THE WORLD 


Canadian economy 

stronger over the years 


Cantuh's /»tm§ mlnlaiw, Mr Plwra Trudaau, In a speech to the Economic 
Club of Nee/.York, emphasized the positive aspects ofCanadafs past 
econonde performance and was r^lmlstlc that present problems would 
be overcome. Mr Trudeau assured his audience of some ^fiOO leading 
Unitad States businessmen and Investors thid Quebecers would not vote 
for separatism In a referendum. Passages from his address are 
published here. 


We have in Canada a linfuistic duality 
and a cultural diversity that are, at once, 
a tremendous strength—a statement of 
our individuality — and a source of 
creative tension, driving us to search 
for new ways in which our national 
character can find expression. I know 
that the premier of Quebec spoke to you 
a little over a year ago and referred to the 
independence of Quebec as a matter of 
“natural evolution”. Frankly, if the 
history of Canada had been one of 
natural evolution, I would probably be 
here tonight, if at all, as a governor of 
one of your states. No, our history has 
been and will continue to be a testimonial 
to the collective determination of ail its 
peoples to compromise, to accommodate, 
to succeed and prosper together. All in 
all, it is an impressive history. 

From 1964-65 the pace of job creation 
in Canada exceeded that of all industriali¬ 
sed countries and our rate of economic 
growth was exceeded only by Japan. 
Between 1967 and 1976, Canadian Gross 
National Product in constant dollars grew 
by 53 per cent while, by contrasty US 
GNP grew by 26 per cent. Real disposable 
income in Canada rose by 73 per cent; in 
the United Btates, it rose by 33 per cant. 
Despite this very strong growth in Cana¬ 
da, the rate of increase of the consumer 
price index was dose to the same in both 
countries over this period (72 per cent in 
Canada, 70.5 per cent in the US). We 
have become, in short, a m^for industriali¬ 
sed country with a standard «f living that 
rivals your own, % popnlntioo that is 


one of the best-housed and best-educated 
in the world. 

In the period from 1967-75, eight 
years only, Canadian productivity in our 
goods-pro^cing industries increased 
from 65 per cent to 85 par cent of Ameri¬ 
can produetivity levels. For durable 
goods, the productivity gap, over the 
same period, narrowed significantly from 
30 per cent to only two per cent. But the 
important gap that remains in our relative 
rates of productivity and our reaction to 
the energy crisis are critical elements in 
the understanding of our more recent po-- 
fonnance. A determination to preserve 
both regional diversity and regional 
equity has been central to our vision of a 
national community. So when the OPEC 
shock reverberated around the world, we 
found overselves not only less vulnerable 
than other countries but in a position to 
cushion the petroleum-importing regions 
of Canadg against that shock. 

f 

The decision to employ wealth gene¬ 
rated from energy sources in the west 
to absorb the shock in the east—had a 
further important economic consequence. 
It delayed the immediate onset of the ad¬ 
justment process that moved the rest of 
the industrial world towards recession. 
In contrast, real growth and emyloyment 
continued to increase in Canada through 
1974 and 1975. 

But in an interdependent world we 
could not indefinitely escape the ^Gwts of 
international recession. We grew more 
slowly hi 1976 and 1977. But even those 


years must be seen in context. We did not 
suffer a recession. And even though as I 
have said, your performance over the last 
two years has been very strcmg, the in¬ 
crease in both output and employment 
across the whtde period from 1973 to 
1977, vras greater in Canada than in the 
Unit^ States. The real incomes of Cana¬ 
dians, after taxes and discounted for 
inflation, were 23 per cent higher in 1977 
than they were in 1973. By comparison, 
over the same period, the average real 
disposable income of Americans increased 
by nine per cent. 

fftittring growth 

Why then did groWth falter in Canada 
over the past two years 7 In part, we be¬ 
came the victims of our own success. 
Rapid increases in teal incomes led not 
surprisingly to expectations that such in¬ 
creases could continue indefinitely. These 
expectations contributed to the continued 
stoking of the fires of inflation. And, for a 
time, Canadians lost sight of the fac| that 
even with over advancing productivity 
we were not yet able to justify income- 
parity with the Americans. Wage settle¬ 
ments, by 1975, were showing an average 
increase of 22 per cent. Average hourly 
earnings in manufacturing in Canada ex¬ 
ceeded the USaverage by seven percent at 
this time. Our industries found that they 
were losing their ability to compete in 
world markets. 

Since late 1975, when we introduced the 
government’s anti-inflation programme, 
we have made a number of ftindamental 
adjustments to our economic policies, 
and there is every evidence that these ad¬ 
justments are taking hold. Our rates of 
wage and cost increases have subtided to 
reasonable and competitive levels. Vhe de¬ 
predation of the Canadian dollar has 
gone a long way to restoring our compe¬ 
titive position in world markets. Due to 
increases in the price of food (much of 
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which is imported at this time of the 
year) and the devaluation of our currency, 
inflation has been erratic. But the rate of 
inflation, food excluded, is continuing to 
come down, slowly but steadily. Our re¬ 
cord of productive time lost through in¬ 
dustrial disputes has moved from one of 
the worst in the industrialised world in 
1975 to one of the best in 1977. And des¬ 
pite the fact that our unemployment rate 
remains unacceptably high, and that no 
government can rest when its citizens 
want to find work and cannot, it must be 
recognised that jobs are once again being 
created at an impressively rapid rate.' 
Over the last 12 months, from February 
1977 to February 1978, more than 
280,000 new jobs were created in Canada, 
well above our historical average of 
250,000 jobs each year. 

spirit of collaboration 

Consultations among Canadians have 
led to a renewed spirit of collaboration. 
With increasing frequency, the federal 
and provincial governments have been 
meeting with representatives of business, 
industry and trade unions. We have very 
recently concluded an important and pro- 
raising conference involving the provincial 
premiers and myself. Out of this collabo¬ 
ration, we have emerged with the common 
view that all governments must shoulder 
their share of responsibility for our eco¬ 
nomic difiiculties. 

Given the civilizing direction of 
much of the growth of government 
expenditures, I believe that critical 
reaction to this growth can be over¬ 
done. But I acknowledge that we had 
moved too far, too fast. In the past three 
years, however, we have demonstrated 
our determination to restrain the growth 
of govemment. We are now embarked on 
a very broad restatement of all our poli¬ 
cies, both those which form the economic 
framework of the nation and those which 
deal with specific areas of economic acti¬ 
vity. We are committed to fiirlher restrain 
the expenditure of governments, to re¬ 
duce bureaucratic intrusions, and to seek 
new and improved means of serving col¬ 
lective needs. 

We have also set for ourselves a number 
of medium-term economic objectives, to 
guide our actions and serve as check 
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points #! the road to recovery. These 
objeetbies refl^ our commitment tosps- 
tained eeonomic growth, with associated 
reductietts in unemployment and 
inflation. 

I take confidence in our prospects. We 
are probably as well placed as any other 
industrialised country to meet, within 
our own means, the future energy require¬ 
ments of our nation. The array of major 
energy projects in Canada’s future must 
be seen as a fundamental driving force of 
renewed activity. 

We are a wealthy country—in mineral, 
forest, agriculture and water resources; in 
the seas around us; in our vast and un¬ 
developed lands; in the industry we have 
built; in new technology; and, above all 
in our people who, by the very existence 
and prosperity of Canada, have demons¬ 
trated our will and capacity to overcome 
the obstacles in our path. 

Yet there is one particularly difiBcult 
challenge that continues to confront us— 
as Canadians. There can be no question 
that our economic prospects are clouded 
by the current uncertainty over the future 
unity of our country. We are engaged in 
a dialogue, often confused, sometimes 
strident; but through it we are seeking— 
openly and honestly—new answers. 

There is a growing realisation among 
all Canadians that we would surely be a 
foolishly self-destructive society if we al¬ 
lowed our country to be fractured, be¬ 
cause of our inability to imagine with 
generosity a solution to the problem of a 
federal state composed of different re¬ 
gions and founded on the recognition of 
two languages. 

ih« unity quMtion 

I know that Canadians in all regions of 
the country will reaffirm their faith in 
Canada, and renew their commitment to 
make it work for the greater benefit of 
all. I am confident that the people of 
Quebec, when the choice if fairly put, 
will reject an ethnocentric nationalism in 
favour of a renewed and more productive 
relationship with their fellow Canadians. 

I have spoken of the United States and 
I have spoken of Canadh. What is there to 
be said about the relations between us ? 
In my expedoice, relations between our 
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two ccNihtaiei have never been better. Stir- 
veiy two nations tiiat can reach agreement 
on the most massive private-sector hivest- 
ment project ever undertaken—4he north¬ 
ern pipeline—are setting the world an 
example in cooperation. 

The decision to proceed vnth the pipe- 
line is but one instance of the wide-rang¬ 
ing and continuing conversations bet. 
ween president Carter and myself, bet¬ 
ween your administration and ours, bet. 
ween our private sectors, conversations 
that cover both broad goals and more 
particular issues. 

concartod policies 

I have sought to describe how both of 
our countries and indeed the industrial 
world, have begun to extricate themselves 
from the difficulties of the past four 
years. We must, of course, continue to 
concert our policies and move forward— 
in a measured way—restoring growth, 
reducing unemployment, but doing so 
while continuing to avoid renewed infla¬ 
tionary pressures. For the short run and 
medium term, we have made “policy” 
corrections of a very substantial kind and 
they are taking hold. 

But I feel less confident that we, as 
nations, as communities, as people, are 
moving urgently enough to meet the 
more fundamental, longer-term issues 
that confront us. Our economic difficul¬ 
ties have exacted their toll, not only on 
our national economies, but also on that 
Complex set of institutions, agreements 
and understandings that define the inter¬ 
national economic system of which we 
are all a part. 

Within our countries we witness a per¬ 
vasive questioning of governments, coipo- 
rations and labour unions. There is a 
sense of mistrust that leads to the forma¬ 
tion of narrow interest groups seeking to 
protect themselves at the expense of 
others and at the expens« of the common 
good. 

I do not believe that this uneasiness, or 
indeed the uncertainties which constrain 
investors, within our countries or within 
the international economic system will be 
greatly reduced until we have demons¬ 
trated our detm-fflination to face fttnda- 
mental issues squarely and resolve them. 
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Mi Moraiji Desai's 1 ^- 

test |ead-line is six montlis for the Jankt« 
party to compose its domestic qaarrois 
and become a imitod and h(q>py family. 
This jpants a reprieve to Mr Atal Behari 
V^pAyoe. who Imd threatened' a month 
ago to qnit the govemmott if the top 
three fail^ to come together and func¬ 
tion in harmony within three months. 1 
do not think it wUl be too difficult a task 
for Mr Desai to persuade Mr Vajpayee 
te be patient for the additional three 
months,—or, is it four ? 

Bttt, why six months? Why not five or, 
for Biat matter, seven? I suspect that 
astrology—or, is it numerology?—has 
something to do with the prime minister’s 
choice of the six-month limit. Has 
Mr Oesai, however, consulted Mr Charan 
Singh? A great deal depends clearly on 
when the flomc minister decides to leave 
the All India Institute of Medical Sciences. 
What if he chooses to stay there for an¬ 
other six months from now?. Should this 
happen, Mr Desai will obviously find it 
necessary to search for another and more 
auspicious dead-line. In that event, it will 
be wiser for him to keep the revised dead¬ 
line a close secret. There is advantage 
in keeping others guessing. 

Mr Raj Narain complains 

that certain industrialists have ganged up 
against Mr Ram Naresh Yadav, the be¬ 
sieged or, if you prefer, the embattled 
chief minister of Uttar Pradesh. This 
grievance could be easily exaggerated, for 
there is visible evidence that Mr Yadav is 
not without friends in the business com¬ 
munity. Recently. The Hindustan Times 
brought out a feature on the progress in 
Uttar Pradesh under the Yadav dispensa¬ 
tion. This was sponsored, presumably 
by the state government itself. Advertise¬ 
ment support for this feature had been 
provided not only by public sector un¬ 
dertakings in UP but also by a couple of 


business houses in that ijigte. The point 
!t$ that governments m^i^e ami gov- 
enuufnts nuiy go, but Inta^essmai always 
stick to the government of the day. Some 
discreet diversification, however, cannot 
be entirely ruled out. This is why I find 
it easy to believe that Mrs Gandhi and 
her party are not entirely cut off from 
sustenance from business sources. 

It is of course in her mterest to make 
friends wherever she could find them. 
Some days back, a local proprietor-editor 
threw a dinner at which Mrs Gandhi was 
able to meet a number of editors or other 
senior journalists working in newspapers 
in the capital. This was in the w^e of 
the publication of the Shah Commission 
reports and it may be assumed that Mrs 
Gandhi did not waste her time on small 
talk. It may not therefore be entirely 
surprising that The Times of India chose 
to take a certain editorial line on the 
Shah Commission reports. In its issue of 
May 17, it gave the advice as well as 
administered the warning to the govern¬ 
ment that any attempt to put Mrs Gandhi 
on trial on the charges framed by the 
Shah Commission “can win her a lot of 
sympathy and divide the country in a 
dangerous manner”. Some dinner parties, 
it appears, are more productive of results 
than others. 

If the officers of the 

Central Information Service are not re¬ 
gretting their opposition to an earlier pro¬ 
posal to induct a member of the Indian 
Foreign Service as Principal Information 
Officer, they certaiffiy ought to for they 
could not have bargained for Mr G.S. 
Bhargava, an assistant editor of The 
Hindustan Times, being finally picked for 
this job. There is a disturbing similarity 
betwem his appointment and the posting 
of Dr Raj K. Nigam as executive director 
of Samachar during the emergency. I do 
not want to dilate on this point, but I 


must certainly mthition that. Mr 
Bhargava’s chidT title to fame seems to be 
that he has authored some mediocre bio¬ 
graphies of an assortment of political 
leaden. While reporting his appointment. 
The Times of India thoughtfhlly mentimi- 
ed that Mr Bhargava had recently written 
a biography of Mr Morarji Desai. It is 
possible that his being chosen as Principal 
Information Officer has occurred just in 
time to prevent him from writing a 
biography of Mr Lai K. Advani. This 
may be a gain for the public {and Mr 
Advani), but it is still a matter for regret 
that quite a few ofiGkiers of Central 
Information Service, who aie obviously 
better suited than Mr Bhargava to head 
the Press Information Bureau have been 
passed over. 

Incidentally, is there any sense' in 
compelling Mr Sharda Prasad, who was 
Information Adviser in the secretariat of 
the former prime minister, to idle away 
his time in the present prime minister’s 
secretariat? After all, he costs public 
money and some use should therefore be 
made of him. In any case, why could not 
Mrl.D. Tiwari, a senior officer of the 
Central Information Service, who had 
been acting as Principal Information 
Officer for quite some time, have been 
confirmed? It is by no means obvious thait 
Mr Bhargava's qualffications are superior 
to MrTiwari’s. It seemstome that quite 
a lot of victimization is taking place in 
the ministry over which Mr Advani 
presides. Worse still, more is threatened 
once Mr Bhargava takes over. What 
bothers me is the question to what extent 
the minister himself is a conscious party 
to ail this. 

A pharmaceuticai con- 

cem in the Federal Republic of Germany 
is reported to have developed a new anti¬ 
rabies vacebe which needs to be admini¬ 
stered only three times m the space of 
three weeks, whereas, in the case of the 
conventional serum treatment, the patient 
has to be bjected up to 17 times before 
the treatment is effective. Given our 
government’s drug policy and its admi¬ 
nistration* t* ™ey be anybody's guess bow 
long it will 
be before ^hia 
Vacebe teaches 
our shores. 
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development 
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mic growth with stagnant exports. With 
exports bouncing upwards since 1970, R^f- 
Sen model hardly carries any relevance at 
present. There is]Sulchamoy C2»kravarty’s 
explanation of the mathematical fiame- 
work of the third Plan in the context of 
multi-sector model based on the works of 
Pant and I.M.D. Little. 


Nehru on Socialism: V.B. Singh; Publications Division, Government of India; Pp 139; 
Price Rs 5. 

Coatonrs of Planning and Poverty: B. Kum^r; A Southern Economist Publication; 
Pp 207: Price Rs 40. 


Since 1973 a number of new develop¬ 
ments have taken place in the Indian 
economy provoking stimulating discus¬ 
sion on these problems. The editor of 
Some Problems of India's Economic Policy 
has therefore rightly thought it fit to 
prepare a revised edition of the book 
retaining from the first edition only these 
articles which are still relevant and inclu¬ 
ding a number of new articles which 
analyse issues that assumed prominence 
after 1973. According to the editor, the 
revised edition retains only about 50 per 
cent of the old material and has nearly 
500 pages of new materials. This means 
that the book has been drastically alter¬ 
ed from the first edition. 

The book is divided into three parts 
dealing respectively with ‘Planning for 
Economic Development’, ‘The Agricultu¬ 
ral Sector’ and ‘The Foreign Sector', 
the throe parts together containing 42 
articles by eminent economists. Most of 
these articles have already appeared in 
journals or in books; the merit of the 
book lies in bringing all these articles 
Including some specially written ones 
under a single covo*. In a brief review 
such as this only selective references and 
comments are inevitable. 

Initiation of the procees of planning 
in India rn 1951 in an economy suffering 


Reviewed by Acadtmlcut 

from stagnation and the vicious circle of 
poverty, with lowest per capita consump¬ 
tion and income, a colonial structure 
of production, extreme disparities of 
income, lacking a viable industrial base 
and suffering from the evil effects of par¬ 
tition which broke up the union of two 
complementary economies creating severe 
problems relating to sources of raw 


BOOKS 

BRIEFLY 

materials, was possibly the most impor¬ 
tant single event in the long economic 
history of this country. 

Naturally appearing first in the book 
are a number of articles on theoretical 
aspects of planning and plan models. 
India happens to be one of the 
countries where growth-models have 
been actually used in the planning pro¬ 
cess. K.N. Raj has discussed the growth 
models- underlying India’s first and 
second five year Plans with special refe- 
rcnce4o Mahalanobis model and has 
provided a summary view (tf die propos- 
ed.altemative Raj-Sen model ofecono- 


reason for failure 

We meet again the famous article by 
D.R. Gadgil who was critical on the 
ground that planning in all the five year 
plans has proceeded with the total lack 
of an appropriate policy frame. This, 
according to the author, was responsible 
for failure of five year plans - to attain 
various objectives like price stability, 
external balance, fuller employment and 
so on. D.R. Gadgil therefore recommen- 
ded an overall regulatory framework and 
a consciously developed integrated policy 
including a network of public distribution 
system for essential commodities. Gad- 
gil’s article raises certain issues: Would 
the ruling elite prepare a regulatory 
framekwork which would hurt the class 
interests? Would public choice rather 
than private choice lead to more efficient 
functioning of the economy? As V.M. 
Dandekar pointed out, “we may have a 
framework without the motive power.” 
And when Gadgil became the depnty 
chairman of the Planning Commission, 
why did he rely more on private 
choice? 

The editor has traced the failtire of 
Indian planning to “the lack of a suitable 
mechanism in the planning process to 
recognise the interrelationship between 
macro-level and micro-level plannit^ and 
take eflbetive staps to minimise cewflicts 
at these two ievelt.” 

Though written in i966» D.R. Oadgtl’s 
arti^ on district planning covering 
severe aspects of the problems and 
policies connected with it still appears 
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la tbe caalnt afaiiidi tail: about 
<8stti^ ffauBleg tbese days. 

AttnrQ^Sea has aiu^ysad the muHl- 
diio«|Bioihd phenomeaoa oTpovatyaad 
has i^ded for a mozo discrioiiBatihg 
Bteasoraioent of povaty than the 'head 
count ratio’. He has also pleaded for 
rdbnunlafidn of government programme 
for reductioa of poverty on the basis of 
new studies of the complex problem of 
poverty in India. 

John P. Lewis has predicted for India 
brtter economic fiiture for which he has 
outlined a ten-point guideline which 
include suggestions such as more 
decisive role for the central government 
espedally in respect of localised disputes, 
concentration of attention on faster 
growth rather than welfare goal and 
greater and more assertive central govern¬ 
ment role in the sphere of transport, 
communications, electricity and such 
other infrastructure facilities. If these 
guidelines are followed, “within about a 
decade, it could make India, not just the 
second largest, but about the most 
successful developing economy in 
sight.” 

purvarse curve 

Various articles in the agricultural 
section throw doubt on the supposedly 
perverse supply curve of agricultural 
commodities. There appears to be subs¬ 
tantial empirical evidence to show that 
Indian farmers do respond rationally to 
changes in relative prices when allocating 
their resources to the production of a 
particular crop. 

Amartya Sen has analysed the problem 
of disguised unemployment in Indian 
agriculture and has pointed out that 
“the assumption of zero marginal 
productivity of labour, so often made in 
existing economic literature, for identify¬ 
ing the situation of surplus labour is 
neither a necessary nor a sufficient condi* 
titm for the existence of surplus 
labour.” 

- y.M. Daadekar has made out a case 


teiy ooppMtion, and wift« system 
idHabrlhiftion and inoenfi^ for incteaaJog 
efficiency. Nowhere haS:|lhettt>thor specifi¬ 
ed as to how these cmciM questions are 
to be solved for suooes^l operation of 
large cooperative farms. . Wiffi develop¬ 
ment of modern agrioiltural techniques 
for small farms as in Japan, talk of large 
cooperative farms which were tried and 
have fhiled, appears outdated. In fact 
the article was written in 19d2 when there 
was much talk of cooperative farming. It 
has ceased to be of any relevance in 1978! 

teehnologicsil aspect 

M.L. Dantwala, while writing on green 
revolution, emphasises the technological 
aspect of that revolution' leading to 
increased productivity and agricultural 
output and has emphasised that “Institu¬ 
tional changes such as land reforms have 
a very limited role to play in such a trans¬ 
formation.” It is strange that the question 
of motivation should have been so lightly 
brushed aside by the author. 

Ved Gandhi, D.T. Lakdawala and K-N. 
Raj all fed that the agricultural sector is 
undertaxed and tho'e is a strong base for 
increased taxation of that sector. 

Most of the articles in the section on 
the foreign sector, talking about stagnant 
exports, lack of competitiveness of Indian 
exports etc appear out of date in the year 
1978. However the editor's article on 
Asian regional economic cooperation in 
the field of trade and payments appears to 
be more relevant than when it was first 
published in 1971. The author has con¬ 
cluded that India’s participation in such 
measures for economic cooperation in the 
Asian region would definitely result in 
more benefits to India compart to costs 
involved. 

Collecting selected articles out of all 
those written by eminent economists since 
planning commenced in India is a stupen¬ 
dous task. On the whole, the author has 
achieved a fair amount of success. And 
yet, as already pointed out, some dead 


useftfi bgr, graduate 
students of the subject. 

ECONOMIC RELATIONSHIP 

India is engaged in a mighty Struggle to 
build its economy along progressive and 
^uitable lines. The Indian experiment 
is unique in the sense, she has been receiv- 
mg substantial aid from both the USA 
and the USSR. Sadhan Mukhei^has 
made an attempt in his book India’s Eco¬ 
nomic Relations with USA & USSR at 
“analysing the degree, nature, motivation 
and impact of economic relatioiu that 
India is having with these two countries.” 

The book is divided into two parts, the 
first dealing with India’s relationship with 
the USA and the second with the USSR. 

The author begins by describing the 
search of the USA for ‘an empire’ of its 
own. But the author has made it clear 
that America has not been a colom'ser in 
the traditional sense; it has been a neo¬ 
coloniser using pliant governments to 
open their back doors. Where such 
governments jidid not exist, they were 
brought into'existence. Even President 
Woodrow Wilson said: “I want to teach 
the South American Rq>ubli(» to elect 
suitable people.” That role America con¬ 
tinued and continues to play in Asia and 
Africa even at present through its aid 
programmes, military pacts, the ClA,aad 
the multinationals with their ingeriioos 
methods called economic imperialism. 

Kashmir imbroglio 

The author has analysed in detail the 
American hand in Kashmir imbroglio 
after the formation of the SEATO. The 
hostile attitude of the USA towards India 
continued even during the Kennedy era. 
And ^'ho will forget the Dulles-Cunha 
communique issued in 1965 declaring Goa 
‘a Portuguese province’? The matters 
came to a climax during Nixon’s presi¬ 
dency when Kissenger pronounced the 
notorious ‘tilt’ theory in favour of 
Pakistan over Bangladesh issue. Even an 
academician like Moynthan turned out to 
be an anti-third worid protagonist want¬ 


for large agricultural production units 
based “not on capitalist princiiries but for 
collective good”, where the best possible 
use is made of individuals through volun- 


wood is still there and deserves to be 
weeded out in the next edition which is 
bound to see the li^t of the day as this 
low-oost second edition would be found 


ing to rename the Indian ocean as ‘the 
Madagascar sea’! And now the cuhnina- 
tioo of the policy during Carter regime 
threatening to scrap contractual deal to 
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supply <»richa4 ofaniun to .-Tu^i^ptir 
atomic power plant I 

The author has explained that except 
to a very small extent, ’aid’ >a & misnomer 
in the case of the USA. Thete is tremen* 
dous polhics in aid. Nearly 30 per cent 
of India’s export earnings go for servicing 
of foreign detrt. The entire US aid pro¬ 
gramme is “Closely related to a strategy 
of cold war than to a strategy of develop¬ 
ment.” In this connection the author has 
analysed what he calls the case of PL 480 
which not only helped to stabilise 
American foodgrain prices but depressed 
Indian agriculture and also provided 
funds to the CIA to play havoc in India’s 
internal matters throughcultural and other 
institutions. The USA is using even inter¬ 
national trade and oil to blackmail inde¬ 
pendent countries like India. The opera, 
tion of US private capital and institutions 
such as the USIS are all, according to the 
author, ploys used by the Pentag.>n and 
the CIA to penetrate into India’s political, 
economic and even educational fields. 

Part two of the book deals with India- 
USSR relations. The author has main¬ 
tained that the Soviet attitude to India is 
not an isolated one-country approach. 
The entire Soviet approach is based on 
their doctrine that “the peoples of 
colonies and underdeveloped countries 
are the allies of socialism in the struggle 
against imperialism and its world domi¬ 
nation.” The author has described in 
detail the USSR aid in developing India’s 
output of steel, metallurgical, electrical 
and such other basic materials with a 
view to making India sdf-reliant and less 
dependent upon western countries. 

Soviet aid 

The author has described the Soviet aid 
to India in building up her public sector 
which is truly a remarkable achievement 
since independence, especially in the face 
of the American refusal to assist public 
sector enterprises in India. The Soviet 
assistance in building projects in fields 
such as metallurgy, engineering, power, 
oil nMning, pharmaceuticals, agriculture, 
space research and in miscellaneous fields 
has been analysed in detail. Comparing 
the American and Soviet aid and the 
manner and motives behind such *aid’, the 
author has concluded that ‘our economic 


relatici#with die U(IA and the USSR are 
really Aieontrast of two different sooio- 
econoi^ systems, their nature and aims.” 

There is no doubt that there is some¬ 
thing ditastically wrong with the American 
aid programme. Their motives are 
suspect so much so that even their erst¬ 
while firiends have turned against them. 
In the case of India the undoubted 
benefits due to vast American aid in 
various fields seem to have been more 
than neutralised by three wars with 
Pakistan mainly provoked by the 
American military aid to that country. 
On the other hand the Soviet assistance, 
though substantially less than the 
American aid, seems to have created 
much better foundation of goodwill for 
that country. Much worse, the USA 
seems to have learnt nothing new from 
its failure in this regard all these years. 
May be the author has taken as extreme 
position in regard to the USA and the 
USSR but the documentary evidence that 
he has offered appears almost irrefutable. 
What is more, the book makes interesting 
reading, though one may not necessarily 
share all that the author has to say. 

A PARENTAL LINKAGE 

During the post.world war II period, 
the problems of industrial relations and 
labour legislation have been assuming 
great significance and have been attract¬ 
ing considerable attention both at the 
hands of academicians and policy-makers. 

Industrial relations and labour legisla- 
tion in India have a sort of parental link¬ 
age to the developments in those spheres 
in Britain. Naturally proper under, 
standing and appreciation of the Indian 
scene requires simultaneous reference to 
the British experience in similar fields. 
Industrial Relations and Labour Legislation 
serves that purpose admirably. 

The authors begin by giving the 
historical perspective of the origin of 
trade unions and industrial relations and 
factors affecting and conditioning their 
growth as also the presmtt patterns and 
position of industrial relations and 
laboui: legislation in Britain and India, 
with occasional references to develop, 
ments in the same field in other countries 
including the USSR. 

. The first part of the book deals with the 


history ‘ofiffiifiish and Indian tmdemiiisin 
movements and mtamlnes in dett^ the 
problems ofcompuIsoryuaioni8m,stnH>. 
ture and administrations of trade unii^, 
their finances and issues concerning theh* 
multiplicity and outside leadership. The 
authors have also analysed in consider, 
able detail the relative roles of differeitt 
mechanisms and institutions in the settle¬ 
ment of industrial disputes and various 
issues in labour-management cooperation 
both in Britain and India. 

historical background 

In the second part of the book which 
is of a technical nature, the authors have 
provided the historical background and 
development of different labour laws, 
particularly laws in respect of wages, 
trade unions, social security, industrial 
relations and labour welfare. The authors 
have analysed in detail the various labour 
laws in India the parentage of which 
almost always goes to earlier but similar 
labour legislation in Britain. The book 
ends with an analysis of the impact of 
the ILO on the Indian labour legislation. 

Naturally Indian developments in the 
field of trade unionism and labour legisla¬ 
tion would attract greater attention of 
Indian readers. We meet here the 
vicissitudes through which the Indian 
trade union movement has gone since 
N. M. Lokhande set up the Bombay Mill 
Hands’ Association in 1890. What cha¬ 
racterises trade unionism in India even 
at present is the multiplicity of unions 
right from the plant to the national level 
which is dominated by the INTUC, the 
AITUC, the Hind Mazdoor Sabha and 
the UTUC, with further splits in national 
federations after splits in the Indian 
National Congress and the Communist 
party of India. 

It is a trageJy for trade unionism in 
India that the principle of recognition of 
representative trade unions has yet not 
been worked out to the satisfaction of 
all parties concerned. While collective 
bargaining is a dominating factor deter¬ 
mining employer-employee relationship 
in Britain, in India compulsory adjudi¬ 
cation appears to have come in the way 
of development of trade unionism along 
proper lines. Also, the role of trade 
unions in the otmtext of pianned economic 
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devd^ioeiit of the qoun willteve lo 
be roHlbuuiuned aiid pro^^ nonns deve^ 
loped‘^to suit obaeged badcgroiinid and 
raqubmenu. No one seems to have 
given serious thought to the possible 
conflict between collective bargaining and 
planned economic development. Trade 
union noms and practices suitable to 
early 20th century England would cer¬ 
tainly not be an ideal model for India 
of 1970s. 

The problems of industrial relations in 
India have also received considerable 
attention at the hands of the authors. 
Multiplicity of bodies right from the 
plant level (works committee, joint 
management council, trade union and so 
on) to the national level with national 
tribunal appointed by the central govern¬ 
ment^ not to speak of almost parallel 
bodies established by state legislation 
similar to the Industrial Disputes 
Act of 1947, has been bedeviling the 
sphere of industrial relations in India 
to the detriment of the interests of all 
parties concerned as also to that of the 
national economy. 

social security 

The social security programmes in deve¬ 
loped countries have left great impact on 
similar programmes in India. Unfor- 
tunately nobody has tried to work out 
their impact on cost and profit margins 
especially of industrial establishments 
of medium and small sizes to which the 
schemes are applicable. 

The chapter on the International 
Labour Organisation (ILO) is comprehen¬ 
sive and extremely informative. We get 
a list of conventions ratified by India and 
come to know the deep impact of the 
ILO on industrial relations and labour 
legislation in India. But here again a 
fnndamental question has remained un¬ 
answered for long. Would not these 
conventions based on norms appropri¬ 
ate to developed countries be a burden 
on industries in developing countries ? 
Should not there be separate set of con¬ 
ventions for developing countries, if they 
are to maintain their competitiveness 
especially in export markets ? 

Though the authors have not provided 
any answers to sottie of these critical ques¬ 
tions that arise in the minds of readers, 

EASTBitH flcmroMitr 


this well-hrought-out and comprehensive 
^ok provides all the nmssary inforina- 
tion, historical andpresent^ that 
one needs about indusbrial relations 
and labour lagislation both here and 
abroad. This low-priced publication 
should prove very usefol to students of 
labour economics in Indian universities 
as also to workers in the labour field. 

A STUDY ON NEPAL 

This book Readings in Nepdiese Eco>- 
nomy contains a selection of the author’s 
articles on different aspects of the eco- 
my of Nepal, which have already appeared 
in different newspapers and journals. 
The author was sent on deputation to 
Nepal by the government of India as a 
Colombo Plan reader for two }cars 
(1973-75) and had the opportunity of 
closely associating himself with the coun¬ 
try’s highest national economic research 
institute, namely the Centre for Econo¬ 
mic Development and Administration 
(CEDA) at Kathmandu. The articles in 
this volume throw light on the various 
developments which are taking place in 
different sectors of the Nepalese econo¬ 
my. Because of the proximity, Indian 
students should have special interest in 
developments in the Nepalese economy. 

Nepal with an area of about 54,000 
square miles has a population of 12-5 
million and per capita income of about 
$ iOO per year. No serious efforts 
were made to develop the economy until 
1956 when the country launched its first 
five year Plan which started the process 
of development. But according to the 
author, the first Plan was a failure, due 
to prevailing political instability m the 
country* The multi-parly system conti¬ 
nued till I960 when King Mahendra 
introduced partyless panchayat democra¬ 
cy as the country’s viable political system. 
According to the author, the country has 
^consistently marched ahead on the road 
to progress .. . and it has now proved 
that this system is suitable for that 
country’s development”. 

With the panchayat system at the grass 
roots, attempts are made *to accelerate 
the pace of development through planned 
process. The fourth five year Plan ended 
in 1975 i'nd the country is now in the 
midst of the fifth Plan. The fifth Plan, 


imlitothepievioua aoemxls bigih 
priority to "pi^duciiVe investment with 
emphasis on bafianced regional develops 
ment. Keeping in view the geo-political 
structure, the country has been divided 
into four regions—the far westeni, the 
western, the central and the eastern, with 
regional centres at Surkhet, Pokhara, 
Kkhmandu and Dhankuta. 

The growth centres undertake feasi¬ 
bility studies in respective regions, With 
the implementation of various projects 
in these regions and with linking up of 
growth centres by roads, it is expected 
that the lemote areas of Nepal will 
finally be able to get out of the vicious 
circle of isolation and underdevelopment. 
It appears that this regional approach 
has already started paying results. 

According to King Birendra, Nepafs 
ultimate aim is to movQ along the road 
to Self-reliance through mobilization oi 
internal resources and their effective 
utilisation for stepping up production 
and exports by diversifying development 
activities. It must be appreciated that 
because of severe contraints on resourcer, 
the task of making the Napalese econo* 
my self-reliant is a difficult one. 

praeondition for growth 

Since farming is the mainstay of the 
Napalese economy, quite naturally agri- 
cultural development is a pre-condition 
for growth and industrialisation. The 
government has taken in recent years a 
number of measures to raise agricultural 
production. Thus the fifth Plan has given 
top priority to agriculture with nearly 
34.5 per cent of the total Plan outlay. 
At the same time, the industrial sector 
has also received considerable attention. 
The fifth Plan aims at expanding existing 
industries and establishing several new 
ones producing goods of daily necessity 
and some construction materials. Thus 
the industrial plan includes setting up of 
rosin and turpentine units, a magnesite 
and a fertiliser plant, a paper and pulp fac¬ 
tory, a cement factory in the public sector, 
and about 127 different factorits in the 
private sector based mainly on agriculture, 
forestry and minerals. The development 
of these industries is expected to reduce 
the ecountry’s dependence on imports. 
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A8!!icii|ttrii dovakgMDent ii idso enifieotiMl 
topu»i|iv ^ onuiti^i exporte. 

It is |bservod witb the implemeata* 
tion cf «new c(»BmuaicBticm pha, the 
naticaad : eexmomy is being Jntegtated 
and there is graatn awakening among 
^e mas^ who are showing increasing 
readiness to c^er their cooperation in tiie 
process of the Gantry’s development. The 
new education plan ^has already started 
to turn out technical manpower necessary 
fbrthe country^ development. Nepal is 
receiving considerable foreign assistant, 
thanks to the country’s non*alignment 
policy; 

Probably this 'is the first book by an 
Indian economist on the Napalese econo* 
my. Considering the wide gaps is statisti* 
cal data and other relevant information, 
the author has been fairly successful in 
giving in broad outlines the picture of 
developing economy of Nepal in which 
India has reasons to be particularly 
interested. 

GUIDELINES FOR FUTURE 

Dr V. fi. Singh has made an attempt to 
bring together within the small compass 
of his booklet Nehru on Socialism, 
Jawaharlal Nehru’s speeches and writings 
on the topics which are still relevant. 
Nehru’s understanding of India’s pro¬ 
blems in varions fields and the progres¬ 
sive and scientific attitude that he brought 
to his analysis nught still provide guide¬ 
lines for the future reconstruction of the 
country. 

Jawaharlal’s broad reasoning was that 
India would not fight for her freedom 
without fighting for democracy at home 
at the same time, and that political de. 
mocracy in the country would not survive 
without economic democracy. Freedom, 
democracy and socialism therefore be¬ 
came Inseparably associated in the 
speeches and writings of Nehru and after 
independence the main framework on 
which to build Indian polity and 
economy. 

Nehru era may truly be said to begin 
wi^ the Lahore congress session in 1929 
when the resolution on complete hidepai- 
denoe was passed.. In the presidental 
address, Ndiru emphasised that exploita¬ 
tion by imperialist cmmtries was the root 
cause of India's poverty, inequality and 


social disequilibrium. HevSsdd projdiet^ 
caltiy**. ..we must realise thi^ thie philoso¬ 
phy of socialism has grathialiy permeated 
the entire structure of soidetythe world 
over, and almost the only pdnts of dispute 
are the place and methods of advance to 
its full realisation. India will have to go 
that way too, if she sedcs to end her 
poverty and inequality, though she may 
evolve her own methods and may adapt 
this ideal to the genius of her race.” 

Nehru was attracted to socialism be¬ 
cause it made scientific economic sense. 
He looked at socialism as the only way 
of ending poverty, vast unemployment, 
degradation and subjugation of the Indian 
people. There was no other way to 
solve these problems. Nehru was quite 
aware and did express the view that 
adoption of socialism would involve 
“vast and revolutionary changes in the 
political and social structure, the ending 
of Vested interests in land and industry... 
it means a new civilisation radically 
diiferent from the present capitalist order 
...Socialisih is thus for me not merely an 
economic dectrine which I favour; it is a 
vital need which I hold with all my head 
and heart.” He made these observations 
at the Lucknow congrees session. 

groat contribution 

Nehru's great contribution to demo¬ 
cracy and socialism was that he associat¬ 
ed workers, peasants, students and 
writers with the fight against imperialism 
since 1936. In his autobiography Nehru 
stated that capitalism survives in the 
persistent and continued confiscation of 
peasants' lands and workers' labour. He 
felt that.“... a clash of interests seems 
inevitable. There is no middle path. 
Each one of us will have to choose our 
.side.” 

For Nehfu, caste, communal and re¬ 
gional strifes are rooted in economic 
inequalities and the oppression of the 
propectyless by the propertied. The ideal 
solution to these problems is socialist 
society in which private property will not 
be the basis for exploitation of man by 
man. 

Jawaharlal wak the undisputed and 
unchallengeable leader of the Congress 
party and of its govmnment for more 


than twenty years. Why is. it then that 
when such a passionate devotee of 
socialism was in power, the country 
moved further and further away from the 
goal of socialism during his long tenure! 
Nehru himself has answered this ques¬ 
tion. He pointed out that Indian Nation, 
al Congress was a bourgeois organisation 
with middle class dominance over the 
party; and under the middle class “there 
could be no clear-cut programme for the 
massess and the Congress became prey 
to authoritarianism and the battlegro¬ 
und for rival cliques fighting for control, 
and in doing so stooping to the lowest 
and most objectionable of tactics. Idea¬ 
lism disappeared, and in its place there 
came opportunism and corruption.'' 

This booklet in fact carries views and 
opinions of Jawaharlal Nehru on a host of 
subjects like Indian labour movement, 
freedom, fascism, princely states in India 
and of course on socialism which is suppo¬ 
sed to be a panacea for all ills and evils 
in India. The link that binds all these 
diverse articles is however freedom, de¬ 
mocracy and socialism. While the articles 
proclaim the undying faith of Jawaharlal 
Nehru is socialism, they also bring to 
the reader’s mind, even while reading 
these articles, his monumental failure to 
take the country towards that goal. Pro¬ 
bably Lenin was right when he said that 
socialism was not for the timid! Possibly 
democrat in Nehru overshadowed soci. 
alistinhim. If Jawaharlal were to heed 
Gandhiji's advice and disband the Con¬ 
gress party, and head a new socialist 
party, probably history of India would 
have ^n different. But then these are 
mere ‘ifs’ and ‘buts’ of historyl 

PLANNING AND POVERTY 

A vast number of books has bees 
written on planning in India, and or 
planned efforts at the removal of poverty 
While these problems appear to bavi 
been analysed threadbare with hardlj 
anything to add, it ought to be notec 
that planning, like life itself with whosi 
problems it deals, is capable of newei 
and newer interpretations. B. Kihnar ha: 
certainly done a commedabla job ii 
Contours of Plmnittg and Poverty in re 
interpreting a phenomenon that has beei 
alre^y interpreted by more eminent one 
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and yet succeeding in holding the ground 
purely on the basis Ofjnerit. In fifteen 
chapters each packed with facts and well- 
arranged figures, the author has presented 
a general survey of the planned progress 
made since the inception of planning. 

Having surveyed the period of planning 
in India from 1951 to 1976, the author 
has pointed out that inflation has been 
a recurring theme since 1956; so is food 
crisis; problem of unemployment has 
proved as elusive as ever; regional plan¬ 
ning has still left the states with per 
capita income below the national level; 
and planning has hardly made any dent 
on poverty in India. 

nominal growth 

While the size of plans has been grow¬ 
ing, the author shown that per 
capita'public sector outlay (in terms of 
constant prices, assuming 5 per cent 
annual rise in prices) has grown only 
marginally; first Plan (Rs 10.96); second 
Plan (Rs 16.62); third Plan (Rs 27.00); 
three annual plans (Rs 36 00); and fourth 
Plan (42.00). Even if we consider aver¬ 
age, the amount is hardly enough to make 
any impact on living standards. It also 
means that the share of the vast majority 
must be much below the average creat¬ 
ing practically no impact or only negligi¬ 
ble impact on their standard of living. 

Analysing financial planning, the author 
has pointed out how it has not been in¬ 
tegrated with physical planning; it lacks 
rational basis of distribution over plan 
period; it has generated inflationary pres¬ 
sures; its bias towards heavy industry 
sector has resulted in various bottlenecks; 
and taxation and other measures proved 
inadequate to mop up the extra money 
income generated in the economy without 
being accompanied by proportionate in¬ 
crease in consumer goads. In fact there 
was hardly any financial planning in the 
true sense of the term! 

Analysing the profile of poverty, the 
the author has given the estimated figures 
of different authors of people below the 
poverty line. On the basis of his own 
calculations, the au'hor has arrived at 
the estimate of 328 million for the year 
1971-72. Comparing the estimates of 
various authors, it is observed that even 
for the same year, there are wide varia¬ 
tions. For example, for the year 1967-68, 


whileil^ndekar and Rath have arrived 
at tliei'figure of 138 million, the Reserve 
Bankligtirc is 289 million in rural areas 
alone .and B.S, Minhas’ figure is 247 
million. Dr Sukhatme has recently chal¬ 
lenged both the methodology and figures 
of most of these authors and has airived 
at a %ire which is half of that arrived 
at by Oandekar and Rath. This only 
shows that a rigorous effort in neces¬ 
sary to know the true extent of poverty. 

Examining the pattern of consumption 
in India, the author has analysed the 
problem in a comparative way and has 
shown that in respect of cereals, per 
capita consumption in India is higher 
than in most countries except Yogoslavia; 
in respect of milk, India occupies last but 
one position (among the 13 countries he 
has taken for comparison); in respect of 
cotton cloth, even countries like Brazil 
and Argentina consume more per capita 
cotton cloth than India which happens 
to be a leading producer of cotton cloth; 
and in respect of energy consumption, 
India occupies the last place. 

After summarising monetary policy of 
the government of India, the author has 
suggested that the flow of money should 
be regulated on the basis of an index of 
production of national output with some 
adjustment for anticipated growth rate; 
the total money supply so determined 
should be allocated to different sectors on 
the basis of plan priorities and targets; 
flow of bank credit to the government 


The author needs no introduction, but 
this book has also other claims to merit. 
Mr Advani seems to have gone through 
his detention in a spirit of cheerful accep. 
tance, as an experience in the maturing 
of his political will and )>ersonaIUy. 
There is no trace of self-pity in this 
prison diary, nor any hungering for 
martyrdom, Mr Advani was clearly 
counting the days when the tyranny 
would end and Indian democracy would 
again triumphantly come into its own. 
He is of course not insensitive to the pain 
and anguish of the t^ergency or its 
excesses, but, while he has even provided 
a few moving cameos of detenus who had 

■ 5- ■ 


sector %bpuld be legtilated aooortUag to 
plan priojrities;'and flow of firndi'in in- 
duotrial sector should be on the basis of 
production or turnover. authw has 
ri^tly insisted that so long as produc¬ 
tion-oriented monetary policy is not 
devised, it is doubtftil if the price level 
can be controlled. In this connection the 
author has given an outline of how 
money is managed in socialist states. It 
is obvious that you cannot have a plan¬ 
ned or even a mixed economy with 
monetary policy appropriate for Uiissez 
faire type of capitalism. There has been 
clearly failure on the front of mon^- 
management. 

India is facing a task almost unpre¬ 
cedented in human history. With a load 
of one-seventh of world’s population, 
exploited for nearly two hundred years 
by foreign rule, carrying a dead weight of 
history in the form of social and cultural 
conflicts, with one of the lowest per 
capita incomes in the world and people 
emaciated and disspirited, India has 
launched a programme to establish 
democracy, socialism, secularism and to 
attain planned economic development. 
This would certainly call for greater 
dedication, discipline and efforts on the 
part of people than heretofore. This book 
gives an idea of what went wrong and 
what needs to be done. With excellmt 
material, the book should have been pro¬ 
duced in such a shoddy manner makes 
one sad. 


Reviewed by V. B. 

suffered physical torture, it is the spiri¬ 
tual travail of a whole people who had 
so easily lost their liberty which he 
seems to have found most difficult to 
accept. 

In his description of pnson life, again, Mr 
Advani is less concerned with the First 
Person Singular than with how accnnpany 
of individuals, thrown into physical proxi¬ 
mity and compelled to share the routine 
of daily life, so easily becomes a family. 
Mrs Gandhi's fatal blunder was that she 
did not order the segregation of detenus 
of various political parties, preferably 
among different prisons. Just read this; 
“It was a pleasure to meet friend and 


The spiritual travail 

A Prisoner’s Scrap-Book ; Lai K. Advani; Arnold-Heinemann; Pp328; Price Rs 45. 
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GoM Auctions 

The third auction for the 
sale of gold front government 
stocks was held on May 31> 
1978. At the time of going to 
press the results of the auction 
are not available. However 
this auction also was held on 
the basis of sealed tenders, as 
the previous two, from those 
holding licences to deal in 
gold under the Gold (Control) 
Act, 1968. In modification of 
its existing gold sale policy 
the government on May 24 
prohibited sale of govern¬ 
ment gold by licensed dealers 
outside their premises. This 
is intended to discourage 
resale of gold purchased by 
dealers at the Reserve Bank 
auctions at the place of the 
auction itself. Licensed dealers 
from places outside Bombay, 
who purchase gold from the 
Reserve Bank of India, cannot 
sell it at Bombay itself, but 
have to take the gold to the 
places of their business for 
sale. 

Modification in Scheme 

This modification, according 
to the government spokesman 
had become necessary because 
of the reports that some 
of the dealers from outside 
Bombay had resold the gold 
purchased by them during 
recent auctions in Bombay 
itself, with the result that the 
objective of easing gold prices 
through larger availability in 
different parts of the country 
was defeated. Section 27(7)(b) 
of the Gold (Control) Act lays 
that a. licensed, dealer shall not 
cany or' iiis business at any 
3 '.. 


premises other than the one 
specified in his licence. How¬ 
ever in 1976, the govmnment 
had issued an exemption order 
permitting sale of standard 
gold bars outside licensed 
premises in the town where 
these bars were refined. 

The gold sale scheme is 
being further modified to make 
it more effective in the light of 
the experience gained during 
the three auctions held so far. 
Goldsmiths all over the coun¬ 
try are agitating against the 
present system of gold auc¬ 
tions in which, they allege, 
speculative dealers have 
earned huge profits. The Fina¬ 
nce minister however is oppo¬ 
sed to the suggestion that all 
goldsmiths should be entitled 
to participate in auctions, nor 
is he favourably inclined to¬ 
wards statutory price control 
of gold. 

Government however pro¬ 
poses to reduce ithe limit under 
the Gold Control Act of pos¬ 
session of gold from two kg 
to one kg by individuals and 
from four kg to two kg by 
families. 

The US and IMF Sales 

The United States also sold 
last wedc, 300,000 ounces of 
gold raising $54 million in its 
first auction in almo.st three 
years. While the Indian 
government is selling gold -to 
peg its price and as a counter 
to smuggling of gold into the 
country the United States is 
auctioning gold to convince 
the world about its determi¬ 
nation to reduce its trade 
deficit, which, had ruacbed 


126-7 hilliim hMt year, md t* 
arrest the deblhie^ its dellw. 
The US gold was auotimied at 
prices ranging from 1180.38 to 
1192.35 pm* ounce. It is plan¬ 
ned to hold five more auctions 
in anequalnumber of months 
for the sale of US gold. . 

The IMP also had sold its 
gold in recent years at the rate 
of 500,000 ounces a month. 
At first the prices in the inter, 
iwtional market had come 
down from $126 per ounce 
on June 2, 1976 to $109.40 on 
Sqitember 15 of that year. In 
subsequent auctions the IMF 
realised higher and higher 
prices and lately it sold gold 
at around $]70 an ounce. 

Speculative Demand 

Coming back to India, even 
with the release of two 
tonnes of gold from the 
government stock in two 
auction, its price was ruling 
around Rs 690 at the week¬ 
end. This is in spite of the 
marriage season about to end 
and slack monsoon season 
ahead. This firm tone was 
maintained because of specula¬ 
tive demand and cornering of 
floating stocks by individuals 
operators. 

The bulls among the gold 
dealers are confidrat that gold 
price will cross Rs 1000 for 
10 gm with the onset of the 
next festive season after the 
rains. They predict that the 
gold sale policy and the forth¬ 
coming import of gold against 
the expbi4 of gold jewellery, 
would be a failure., 

They admit that the gold 
price would move down for 
some period with the marriage 
season coming to an end, and 
setting in of the monsoon, 
which is usually a slack time 
for gold and silver. In this 
contact, the auction of gold 
by the government may have 
a somes^t bearish impact for 


^ Cbetime hehtg. 
mmaiiti to hc. aesn, 
the govenuaenfs Ropm qf 
lowering the gidd waltte even 
during this time would hear, 
fruit. 

Rupie Revalued 
Against £ and $ 

The Reserve Battle of India on 
May 24, announced revalua¬ 
tion of the rupee to the extent 
of 2.5 per cent in terms 
of the pound sterling. The 
revised rates for the purchase 
and sale of pound sterling 
for'spot deh’very with effect 
from May 24 will be as fol- 
lows: (per Rs 100) selling 
£6.4935 (Rs 15.40 per pound); 
buying £ 6.5353 (Rs 15.30 per 
pound) 

The spot buying and selling 
rates have been so fixed as to 
give a middle rate of Rs 15.35 
against the existing middle 
rate of Rs 15.75. 

The exchange rates for 
purcha.se and sale of pound 
sterling currency notes by 
authorised deales and money 
changers frrnn and to the pub¬ 
lic have also been revised with 
effect from May 24, 1978 as 
buying £ Rs 15.05 and selling 
£Rs 15.65. , 

Two days later, on May 26, 
the Reserve Bank announced 
an upward revaluation effthe 
rupee in relation to the 
US dollar also by about two 
percent. The exchange rates 
for purchase of the US dollar 
currency notes from the public 
by authorised dealers and 
money changers will be 
Rs 8.20 pm- dollar against 
Rs 8.35 hitherto and for sel¬ 
ling to the public Rs 8.60 
against Rs 8.75 per dollar. 

The revaluation reflects the 
continued weakness of both 
sterling and dollar in relation 
to two major exchange curren¬ 
cies of the woiid whose otr- 
tent rates are taken together 
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Tbe Qomt on May 25 an- 
nonncad the creation of farther 
tmncfaes ^ three outstanding 
central loans for a total 
amount of R8 200 crores. A 
Finance ministiy press note 
says that the three loans 
would be 6 per cent loan 1988 
for Rs 40 crores, 6.25 per cent 
loan 1995 for Rs 40 crores and 
6.75 per cent loan 2006 for 
Rs 120 crores. The entire 
amount will be taken up ini¬ 
tially by the Reserve Bank for 
being made available to inves¬ 
tors ,at prices to be notified 
from time to time. 

These tranches have been 
created in order to replenish 
the holding of medium and 
long dated securities of the 
Reserve Bank of India so as 
to cater for the requirements 
of provident funds and the 
institutional investors. 

These three loans constitute 
the second phase of the gov¬ 
ernment’s market borrowings 
in 1978-79. In the first phase 
announced early this month 
the government had raised 
Rs 550 crores. 

STC to Import 
Polystyrono 

The State Trading Corpora¬ 
tion will import 4,000 tonnes 
of polystyrene to meet the 
rising domestic demand for 
this material. This will be the 
first time in four years that 
polystyrene will be imported. 
The urgency for the import of 
this non-canalised item is 
due to the curreint labour 
trouble in the two units in the 
country manufacturing poly¬ 
styrene namely, Polych^ 
Ltd and Hindustan Polymer. 

To make available the im¬ 
ported polystyrene to the end 
users pt the dmnestio prices, 
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'^t^ls^dlatMduodd llraim 
212 per odht to 155 par cent. 
The landed cost inclusive of 
import duty will be Rs 13,135 
per tonne, same as the cost of 
the domestic manufacturer. 

Haw Wags Stractura 
for Fartnizar Workars 

A new wage structure for 
the unionized categories of 
employees of the Fertilizer 
Corporation of India has been 
finalised and an agreement has 
been reached between the 
management and the represe¬ 
ntatives of the recognised 
unions. 

The new wage structure 
gives a minimum gross benefit 
of Rs 65 from January 1,1976. 
The fixed dearness allowance 
shall range between Rs 100 
and Rs 225 for different pay 
scales and there would be no 
reduction in fixed, dearness 
allowance if the AU India Co¬ 
nsumer Price Index goes down. 

Imports by State 
ABoncits 

The Commerce ministry has 
made some more changes in 
the current year’s import policy. 
Public sector agencies like the 
STC, MMTC. and state small- 
scale industries development 
corporations will now be al¬ 
lowed to import items placed 
on the Open General Licence 
for off-the-shelf delivery or 
against specific requests of 
eligible actual users. 

These agencies have also 
been granted licences for im¬ 
porting capital goods, raw 
materials, components and 
spares or any other items 
covered by para 68 of chapter 
10 of the policy. The items 
can be sold to eligible actual 
users subject to certain con¬ 
ditions. In the case of capital 
goods, actual users will now 
be allowed to import along 
with the main equipment its 
accessories and spares (whe- 
ther banned or not) up to an 


igpSjgate Unait W five per ete 
ofibe value of the main equip- 
wmt 

Import Duty on 
Cwuloto Nltroto 

Thu import duty on cellu¬ 
lose nitrate sheets and cel- 
lidose nitrate films has been 
reduced from 130.12 per cent 
to 75 per cent ad valorem. 
This reduction is expected to 
help small-scale and cottage 
industries such as comb, 
spectacle frame and bangle 
manufacturers. 

BoH Boaring Units 

Two giant projects will be 
launched by Mehta Group of 
Industries in Karnataka, on 
Jfunc 4, 1978. The two pro¬ 
jects are Karnataka Ball Bear¬ 
ings Corporation for the 
manufacture of ball bearings, 
taper roller bearings and 
pylindrical bearings with the 
collaboration of M/s Nachi 
Pujikoshi Corporation, Tokyo. 
The other. Jay Needle Bear¬ 
ings Corporation for manufac- 
ture of needle rollers, bushes 
and cages with the collabora¬ 
tion of M/s Koya Seikho Co 
Ltd, Osaka. India is still im¬ 
porting substantial quantities 
of various bearings to the ex¬ 
tent of Rs 20 crores per an¬ 
num. These two bearings 
projects will be both export- 
oriented and import-substitu¬ 
tion units. The projects are 
being set up in a backward 
area at Mysore in Karnataka. 

Hurt Aid NMdsd for 
Sixth Plan 

Increased external assistance 
will be necessary for the 
success of India’s sixth Plan, 
according to an assessment 
made by the World Bank. 
The bank’s study, prepared for 
the meeting of the Aid India 
Cmuortium in Paris nott 
month, says the trade deficit 
end current account defidt 

IQM 
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lag the second half <ff the sixth 
Plan. External assistance will 
once again become an impor¬ 
tant factor in equilibrating 
savings and investmfent and 
balancing external payments. 
The study endorses the Plan’s 
strategy which it says, presents 
a great opportunity for pro¬ 
moting the development of the 
Indian economy. 

Surveying external assistance 
to India, the study says it has 
been stepped up in the last 
three years. The commitments 
rose from an average of $1.4 
billion yearly in 1970-75 to an 
average of $ 2.5 billion a year 
during 1975-78. Net disburse¬ 
ments rose ffom an average of ^ 
$ 800 million to an average of 
$ 1.5 million. Though the rise 
in external assistance had 
been sharp in nominal terms, 
the condition of these flows to 
India’s real import capability 
did not increase between these 
two periods. Net transfer of 
resources from abroad has 
never been above three per 

JayShreeTea & 
Industries Limited 

Notice to the Staar^M^ 
NOTICE is hereby given that 
the 32nd Annual General Meet¬ 
ing of the shareholders of the 
Company will be held on Fri¬ 
day, the 14th July, 1978 at 3.30 
P. M. at Birla Buildings, 9/1, 
R.N.Mukherjee Road, Calcutta 
700001 and its agenda has been/ 
will be circulated to all mem¬ 
bers of the Company in time. 

The Equity Share Transfer 
Registers (Registers of Mem¬ 
bers) will remain closed fhim 
22.6.1978 to 14.7.1978 both 
days inclusive for the purpose 
of payment of dividends. 

By Order of the Board 
For Jay Shree Tea & 
Industries Limited 
B.C. Biyani 
PresfiicBt 
Registered Office: 

‘INDUSTRY HOUSE’ 

10, Camac Street, 

Calcutta - 700 017. 

Dated, tbe 20th May, 1978. 
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oeat o( tibe Oron NatkHMl Pro¬ 
duct. It fell to 88 little as 0.8 
per cent between 1969-70 and 
1973-74. 

With the general softening 
of aid terms in recent years 
and in particular the increas¬ 
ing proportion of aid given in 
the form of grants, principal 
rqtayments to consortium 
members are projected to re¬ 
main within the range of 
$430-300 million over the next 
five years. 

Two Moro Tourist 
Offices Abroad 

Two new tourist offices have 
been opened in Bangkok 
(Thaiiand) and Perth (Austra¬ 
lia) to tap the potential mar¬ 
kets in south-east Asia and 
Australasia, Tourist traffic from 
these regions has been growing 
steadily during the past few 
years. In 1977, 44,778 tourists 
had been recorded from south, 
east Asia compared to 39,646 
in 1976. The number of 
tourists coming from Austra¬ 
lasia in 1977 was 29,982 as 
^ against 27,089 in 1976. The 
two new tourist offices will be 
j covered by ‘Operation Austra¬ 
lasia* which includes the tourist 
offices at Sydn^ and Singapore 
and the one-man bureau in 
Melbourne. There are now 18 
overseas tourist offices cover¬ 
ing various regions which 
function under the ‘Opera¬ 
tion* scheme, first launched in 
Europe in 1968 to ensure 
close coordination between 
the department of Tourism 
and Air-India which share the 
cost of promotion and publi¬ 
city. 

Indian Exhibtors at 
German Trada Fairs 

Thirty five bidian exhibitors 
participated in seven German 
trade fairs rqiresentod by the 
Indo-German Chamber of Com¬ 
merce, during the first throe 
months of 1978. Favourites 


were the Intemaitouki Bud- 
ware Fair, ibtdogne, the 
lOEDO, Dussddorf and the 
INHQROENTAj: hfunich. 

The Intematidpal Frankfurt 
Fair, held in Spring and 
autumn each yeat, again attrac¬ 
ted a large number of Indian 
exhibitors. The sole represen¬ 
tative for the International 
Frankfurt Fair, Mr K.S. Hir- 
iekar. Western India House, 
Sir Pherozeshah Mehta Road. 
Bombay, can arrange advance 
sales of admission tickets at 
reduced rates. 

For fairs represented by 
the Indo-Oerman Chamber of 
Commerce through its ofiBccs 
in Bombay, Delhi, Madras, 
Calcutta and Bangalore, admis¬ 
sion tickets are also available 
for buyers and visitors to the 
fairs. 

Maharashtra State 
Electricity Board 

During the year 1977-78, 
the total power generation in 
Maharashtra from all power 
stations was 13,683 MUs of 
which generation from the 
power stations of the Moha. 
rashtra State Electricity Board 
was 10830 MUs i.e. 69.18 per 
cent. The output from Maha¬ 
rashtra State Electricity Board 
thermal power stations increa¬ 
sed over the previous years, 
due to maximisation of genera¬ 
tion. The performance factor 
of the thermal power stations 
increased to the optimum level 
of 5942 Kwh/Kw from 5507 
Kwh/Kw of derated capacity 
during 1976-77. This was 
substantially higher than the 
all-India average of 4900 
Kwh/Kw (1976-77) and may 
perhaps be the highest in the 
country. 

The system could meet 
2331 MW of peak load during 
the year due to efiicient mana¬ 
gement of power stations and 
the system as a whole, though 
the installed de|‘at^ ,.jcapa(aty 


fo tiie state was onfy '2i^ 
MW and the firm capacity was 
only 1834 MW, According to 
the Central Electricity Autho¬ 
rity (CEA) the Maharashtra 
State Electricity Board is likely 
to achieve a surplus during 
1977-78 amounting to Rs 19.46 
crores. According to the CEA, 
there are only three other 
electricity boards in the coun¬ 
try likely to earn a surplus 
during 1977-78, these being of 
Gujarat, Andhra Pradesh and 
Kerala. 

Vanaspati Manufac- 
turars' Maet 

I'he managing committee 
of the Vanaspati Manufac¬ 
turers’ Association of India 
held a special meeting in Delhi 
recently to review the supply 
position of vanaspati in order 
to ensure that the commodity 
reaches the consumer at the 
correct price. 

Vanaspati production has 
been affected by inadequate 
supply of imported oils, power 
cuts, shortages of other inputs 
like coal, tinplate, etc. 

It was decided at the meet¬ 
ing that all members of VMA 
will observe price discipline 
and sell vanaspati at Rs 140 
per tin of 16.5 kg inclusive of 
excise duty and delivery char¬ 
ges but exclusive of sales tax 
and other focal taxes and 
wholesaler's and retailer’s 
margins, etc. With a view to 
ensuring discipline within the 
industry, zonal and state vigi¬ 
lance committees, with repre. 
sentatives of the industry and 
eminent public figures, will 
look-in to complaints of over¬ 
charging by manufacturers. 

The association is setting 
up, in about 20 major vanas¬ 
pati consuming centres, a 
voluntary distribution system 
to ensure that the benefit t>f 
supply, by the factories at 
Rs 140 per tin, is passed on 
to the consumers. The mem* 


bar Ikotoriei lupply iFnas* 
pati to the publio dfstrifnition 
system, on priority in 
such quantities as may be 
required from time to time. 

Abnofmal Food 
Scarcity in Africa 

Twentyslx countries are 
currently afibeted by the ab¬ 
normal food shortages, mostly 
triggered by shortfalls in food 
production in the past year, 
according to the head of the 
Global Information and Early 
Warning System of the Food 
and Agriculture Organisation 
(FAO). Most of the countries 
on this list belong to the vul¬ 
nerable Most Seriouly Affected 
(MSA) group; they have a 
total population of 230 mil¬ 
lion. Apart from the Sahel, 
other African countries suffer¬ 
ing from food shortages in¬ 
clude Ghana, Guinea, Guinea- 
Bissau, Togo, Burundi, Ethio¬ 
pia, Mozambique and Zaire. 
FAO estimates that MSA 
countries in 1978 have cereal 
import requirements of 16.3 
million tons. 

Transportation remains the 
main bottleneck in Sabelian 
countries and food supplies 
are becoming particularly 
scarce in Niger. Elsewhere in 
Africa, there is cause for con¬ 
cern in Ghana, where large 
imports are needed to fill a 
gap in cereal supplies before 
the harvest becomes available 
in July. In Guinea-Bissau 
timely arrival of aid will be 
essential to ensure food sup¬ 
plies until the November 
harvest while in Mozambique 
recent floods have worsened 
food problems. In south east 
Asia additional food aid pled¬ 
ges are required to cover an 
estimated 38,000 tons of cere¬ 
als for Leos this year as well 
as 570,000 tons in unbovered 
needs for Viet-Nam. The 
food shortage in Viet-Nam is 
likely to worsen since 1978 
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^ tow , l»y 

diTQiiiht ami'^^i^xcBd ios^ot 

AlllCiMr forlha 
Aiilius 

Tlie European airaaft indus¬ 
try has been gaining ground 
ever since 41 k Federal Republic 
of Germany, France, Britain, 
the Netherlands and Spain 
agreed on the joint production 
of the ^bus A 300 B2/B4. 
Since the end of Second World 
Wat in 1945 it was the United 
States of America which had 
dominated aircraft construc¬ 
tion. 

It now looks as if the air¬ 
bus has made its break¬ 
through. An American airline 
has ordered 23 of these air¬ 
craft. Indian Airlines is ope¬ 
rating at present four airbuses. 
The fifth will be joining the 
fleet next monthl The People’s 
Republic of China has also 
expressed interest in the air¬ 
craft. 

The Europeans also hope to 
have success with the smaller 
BIO version of the Airbus, work 
on which will begin this 
summer. 

British Steel Supply 
in Recerd Time 

The Britsh Steel Corporation 
(BSC) has shipped to this 
country, within a record time 
of less than 60 days, approxi¬ 
mately 17,000 tonnes of plates 
and structurals urgently needed 
by industry. 

The contract in respect of 
this order, financed entirely by 
British government grants, 
was signed by SAIL Inter¬ 
national Ltd and BSC on 
February 1. The order was 
awarded with a tight delivery 
schedule, but BSC was able to 
ship the entire quantity well 
’ on time. 

Included in the order were 
sophisticated specifications and 
sizes which required close oo- 
ordingtion ova: steelmaking. 


rolling, inqiectjoa and delivery 
between lipcious BSC works 
in the United Kingdom. 

Inditn Satis 
at Batman Storea 

From May 10 to 25thi8 year 
an exhibition-cum-sale of 


gqods WM held at the 
KanpUidt department stores in 
West Germany, simultaneouiy 
in Cologne, Duesseldorf, Ham¬ 
burg, Beiiin, Munich and 
Wiesbaden, Karstadt repre¬ 
sentatives toured India, pur¬ 
chasing goods worth Rs 76.14 


million for display gn^ sale atj 
the various Karstadt depart-^l 
ment stores in W. Germany.j 
The range of goods cover^j 
jewellery, leather gopds, fab-j 
rics, scarves, nightwear, under-; 
wear, dresses* blouses, shirts,' 
carpets, gift items and tea. In. 


MANUFACTURERS 

^ and 

{^PACKERS! 








Under Rule 35 of the Standards 
oF’Weights and Measures 
(Packaged Commodities) Rules, 
1977 — every individuel. firm 
or company prepacking any 
commodity for sale, distribution 
or delivery is required to 
send an application 
to the Director, Legal 
Metrology (Directorate ot Weights 
and Measures) alongwith 
the registration fee of Rs. 5 
The fee is payable by e 


Got yourself rsgisterod 
under the Standards of 
Wolohte ft Meeeuroe 
(PackaoRd Commodities) 
Rules, 1977 

demeiuf draft to the Pay anq Accounts 
Officer, Department of Civil Supplies 
B Cooperation on Central Bank of 
India, Parliament Street, New Delhi, 

The completed application together 
with the draft should be sent to the 
Director of Legal Metrology 
(Directorate of Weights and 
Measures), Shestri Bhavan, 

New Delhi. 

Last Date : 30.6.78 


APPLICATION FORM OF REGISTRATION UNDER RULE 35 


1. Name of the applicant: ^ 

2. Complete Address "_ . 

3. Location of the factories :, 


Ml) '_ 

4. Name of the commodity or commodities prepacked 
by the applicant;. 


Place. Sipnatura 

fssi/e^f dy: 

OimetofatB of WolQhtB ft Moasurot.Dopartmefit of Civil Supplias S 
Cooperation. Qovernment of India, Shestri Bhavan. 

New Oefhi-110001. 

DA VP 7S/91 
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' ut connection, dve Indian ex¬ 
erts in wood and ivory durv- 
ig, brass engraving and 
,apiennacbe painting visited 
le six inentioined Karstadt 
epartment stores, demon¬ 
rating Indian craftsmanship, 
lesides this, a seven-member 
tshion troupe modelled or 
,ispl8yed Indian textiles, 
iarstadt is the biggest depart- 
lent store in Europe, with an 
nnuai turnover of Rs 31.2 
illion. 

German 

]%onomy 

' In 1977 West Germany had 
^n inflation rate of just 3.9 per 
eat, that is the lowest rate 
‘raongst the western indust- 
'atised countries. Second 
;inks the USA with 6.S per 
mt, followed by Japan with 
.1 per cent, France with 9.5 
er cent, the UK with 15.8 per 
'snt and Italy with 18.4 per 
ent. Also in terms of foreign 
‘xchange reserves, W. Ger- 
'tany was leading with an 
'mount in stock being sufii- 
’ient for 4.7 months’ require- 
Nents; here the UK ranks 
.econd with four months, fol- 
owed by Japan with 3.9 
Months, Italy with 3.3, France 
/ith 1.7 and the USA with 1.5. 
^apanhad the highest economic 
^rowth with 5.1 per cent, fol¬ 
lowed by the USA with 4.6 
ercent, Franco with 3 per 
^ent, W. Germany with 2.4 per 
ent, Italy with 2 per cent and 
'ite UK with 0.5 per cent, 
^tlso regarding employment, 
|apan is leading with only 2 
^er cent job seekers (to total 
Employment), followed by W. 
fiermany with 4.5 per cent, 
^ ranee with 6.2 per cent, the 
^IK with 6.3 per cent, the USA 
*.nd Italy with 7 per cent 

^tch. 

v 

j In 1977, West Germany 
^nported goods worth US 
Ijl660 per head of its popula- 
i on and thus was leading 


amoqgst westiiili indust¬ 
rialised countries,^ ' Prance 
raidced second wilA 11340, 
followed by the ‘jUK with 
SI 140, imly with 1830, the 
USA with $730 and Japan with 
$630. In absolute figures, not 
in terms of population, the 
USA is the main importing 
country in world trade, follow¬ 
ed by West Germany. 

Deposit Insurance 
Corporation 

Commercial and coopera¬ 
tive bank deposits amounting 
to Rs 14,155 crorcs had been 
covered under the Deposit 
Insurance Scheme as at the 
end of September 1977, as 
against deposits of Rs 11,827 
crores covered a year before, 
according to the annual report 
of the Deposit Insurance Cor¬ 
poration for the year ended 
December 1977. The insured 
deposits represented 71,1 per 
cent of the total assessable 
deposits of Rs 19,892 crores. 
The number of fully protected 
accounts stood at 840 lakhs 
(with balances not exceeding 
Rs 20,000) out of a total of 
855 lakh accounts, against 718 
lakhs out of a total of 730 lakh 
accounts last year. There were 
975 insured banks (78 com¬ 
mercial banks, 48 regional 
rural banks and 849 coopera¬ 
tive banks) as at the end of 
December 1977, against 757 
insured banks a year before. 

Claims for Rs 4.62 lakhs 
were paid by the corporation 
during the year 1977. The 
total amount of claims paid or 
provided for in respect of 14 
commercial banks and three 
cooperative banks as at the end 
of December1977 was Rsl 23.38 
lakhs. The total income earn¬ 
ed by the corporation during 
1977 was higher at Rs 11.47 
crores, against Rs 9.16 crores 
earned in the previous year, in¬ 
come from insurance premium 
including interest ^ accosting 


/or Rs BiOS onneli (agi^si ^ 
Rs 4.42 crores) and income 
from investments for Rs 3.42 
crores against R& 2.74 crores). 

lllamH in thu NtSrt 

Mr S.T. Sachdev, director, 
traffic and traliq>ortation in 
the Railway Board, has been 
appointed general manager of 
Eastern Railway in place of 
Mr B. Srinivasan who takes 
over from Mr G.H. Keehwaiii 
as general manager of North¬ 
ern Railway. 

Mr K.S. Ramaswamy, gene¬ 
ral manager of Chittaranjan 
Loco Works, has been appoint¬ 
ed general manager of West¬ 
ern Railway in place of 
Mr M. G. Punnose who retires 
on May 31. 

Mr Brij Mohan Kbaima and 
Mr Kamal Kishore Vaid were 
elected president and first vice- 
president of the Marathwada 
Chamber of Commerce, res¬ 
pectively for 1978. 


»Mir te- 

appointed i^dtea&><aiin- . 
mim8giog,directa!r the Oflen^ 
Fire & General XoBUrtfltiC. Oq; 
Ltd. Before this appoiidnicnt 
Mr Sadagopan was the gam- 
ral manager of the United 
India Fire & General Insu¬ 
rance Co Ltd. 

MrMuuht Hari Singhanfai has 
been elected senior vice-presi¬ 
dent of the Indian Chamber 
of Commerce for 1978-79. 
Mr Singhania is a director of 
a number of companies of the 
J.K. group. He is ex-chairman 
of the Indian Jute Mills Asso¬ 
ciation and the Indian Jute 
Industries Research Associa¬ 
tion. 

MrK.ESwaran, chairman and 
managing director of Easum 
Group of Industries, has been 
re-el'^cted chairman of the All 
India Manufacturers’ Organi¬ 
sation (Tamil Nadu State 
Board) for the year 1978. 
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jAtuI Pros|iects Good 

Atul Products’ sales during 
Hhe current year are expected 
ko be around Rs 53 crores 
'and in 1979 around Rs 58 
icipres against the actual 
< sales of Rs 50.74 crores 
in 1977. Its sales during the 
, first four months of 1978 have 
I been placed around Rs 19 
.crores. Mr Shrenik Lalbhai, 

: chairman of Atul Products, 
has visualised good prospects 
for the company despite pro- 
: blems like the shortage of coal 
and certain raw materials. 

'' The company proposes to 
' participate m a joint venture 
•dyestuff unit, Vanavil Dyes 
; and Chemicals Ltd, floated by 
the Tamil Nadu Industrial 
Development Corporation 
' (TNIDC). Atul Products will 
take up 25 per cent equity of 
the new company, TNIDC 
25 per cent and the balance 
49 per cent will be offered to 
the public. In view of the ideal 
location, the new company’s 
outlook is good, according to 
Mr Lalbhai. 

Coal Shortage 

The chairman says that the 
company has been facing an 
acute shortage of coal. It has 
the facility of using furnace 
oil in place of coal but its use 
will bo expensive as compared 
to coal. It has also been ex¬ 
periencing the shortage of 
naphthaline, one of its basic 
raw materials. The government 
has recently decided to import 
this raw material, but the posi¬ 
tion is unlikely to ease before 
October. 

Under the > new industrial 


policy, about 85 to 90 per cent 
dyes groups manufactured by 
the company such as azo 
dyes, basic dyes, indigo, naph- 
thols or reactive dyes, have 
been reserved for the small- 
scale sector. The industry has 
made representation to the 
government that the organised 
industry be left to expand 
within these groups where 
complicated technology, eco¬ 
nomy of scale, R and D efforts 
and large investments are 
necessary. 

The chairman has disclosed 
that the management is negoti¬ 
ating with the government for 
dilution of foreign equity in 
Cynamide India in which the 
company has a large stake. 
The pattern of shareholding 
in ATIC industries and Ciba- 
tual, other associate com¬ 
panies, is unlikely to be chan¬ 
ged in the near future. 

Jay Shraa Tea's 
Bonus Offer 

The board of directors of 
Jay Shree Tea and Industrie 
Ltd has recommended a divi¬ 
dend of two rupees per equity 
share for the year ended 
March 31, 1978. The bonus 
includes a special payment of 
40 paise per share. 

The final accounts adopted 
by the board revealed a gross 
profit of Rs 7.46crores against 
Rs 5-18 crores last year. The 
gross sales amounted to 
Rs 28.72 crores against 
Rs 22.56 crores. The tea crop 
was also higher. 

The net profit is Rs 2.27 
crores—Rs 71.32 lakhs higher 
as compared to last year. The 


tax'psrovjsiim isRs 2.80 crores/ 
slightly lo«er than last year 
b^use of higher depreciation 
and Investment allowance pro. 
vision. 

The directors fear that the 
currant year’s performance 
may not be as good as that of 
1977-78 as the favourable con¬ 
ditions in the tea markets 
prevailing last year no longer 
exist now. 

Tata Finlay 

Tata Finlay has recommend¬ 
ed a bonus issue of one for 
three. This will involve the 
capitalisation of two crores 
rupees out of the free reserve 
of the company. In addition, 
it has recommended a final 
dividend of IS per cent for 
1977 against 10 per cent final 
claiming Rs 90 lakhs against 
Rs 60 lakhs in 1976. It has 
already paid an interim divi¬ 
dend of is per cent on the 
increased capital. In 1976 
also the interim dividend was 
15 per cent, but on the old 
capital. The total dividend 
works out to 30 per ceut 
against 25 per cent in 1976. 
Total dividend outgoisRs 10.60 
crores against Rs 10.09 crores 
in 1976. 

The company has produced 
good results for 1977 with the 
turnover jumping to Rs 80.55 
crores from Rs 47.72 crores 
and the gross profit to Rs20.8S 
crores from Rs 12.25 crores 
in 1976. The net profit has 
risen to Rs 5.63 crores from 
Rs 3.62 crores after deprecia¬ 
tion (Rs 1.25 crores against 
Rs 1,04 crores), share issue 
expenses (Rs 23.32 lakhs 
against nil), taxation (Rs 12.97 
creves against Rs 7.57 crores), 
investment development ra- 
serve(Rs 25.15 lakhs against nil) 
and ^justments on the minus 
side (Rs 51.25 lakhs against 
Rs 0.40 lakh). After the pro¬ 
posed dividend the general 


is faeittg cradUed 
As 3.83 aores against IUi;43 
crores in 1976. 

Selndia Stsam 

In his annual statement to 
the shareholders of the Scindia 
Steam Navigation Company, 
the chairman,' Mr Dharamsy 
M. Khatau, stated that the 
worldwide crisis in the ship¬ 
ping industry which set in at 
the end of 1974 still continues. 
The present recession, is un. 
precedented producing serious 
repercussions. The earning 
capacity and liquidity of the 
industry have been consider¬ 
ably affected. Fortunately 
Indian shipping industry, he 
says, is able to employ all its 
ships at a time when several 
ships had to be laid up in 
many maritime countries for 
want of employment. 

The chairman says that the 
company’s performance for 
the year ending on June 30, 
1978 cannot be even as good 
as last year, when the com¬ 
pany's gross profits slipped 
back to Rs 10.84 crores from 
Rs 13.01 crores for 1975-76. 

The company has been able 
to fully employ its fleet des¬ 
pite the existing difficult con¬ 
ditions. Depression in trade 
and shipping being a passing 
phase, Mr Khatau says, it is 
imperative in the large interest 
of the company that it keeps 
its fleet in efficient conditions 
and continues to modernise ii. 
The company has four liner 
vessels on order with Hindus¬ 
tan Shipyard, and two more 
liners with a GDR shipyard. 
Ships acquired by the company 
in recent years are modern 
and equipp^ to carry contai¬ 
ners and pellets. 

Mr Khatau says that prices 
of ships built in India are 
higher than the prices of ships 
built abroad. Which puts the 
Indian shipping units at a 
disadvantage vis-a-vis units in 
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other countries. SiUpbuikHng 
MhtgaO: ^pOTt-drkmted indus* 
tiy, it luscessary to «(empt 
its iadifoaous compoaenta 
and eqidpment from excise 
duty, sa3« Mr Khatau. 

Kesoram Industriss 

Kesoram Industries and 
Cotton Mills has reported 
improved working results for 
the year ended March 1978. 
The equity dividend has been 
raised from 10 per cent to 13 
per cent. An application is 
being made to the income tax 
authorities to determme the 
tax-free dividend in the hands 
of shareholders. 

Gross profit is higher at 
Rs 472.99 lakhs against 
Rs 329.86 lakhs. After pro¬ 
viding Rs 171.39 lakhs 
(Rs 130.14 lakhs) for deprecia- 
tion Rs 13S lakhs (Rs 12 lakhs) 
for investment allowance and 
after making some adjustments, 
the disposable surplus amounts 
to Rs 214.60 lakhs (Rs 66.79 
lakhs). Preference and equity 
dividends will absorb Rs 69.79 
lakhs (Rs S6.29 lakhs). General 
reserve gets Rs 143 lakhs 
(Rs 6.60 lakhs). 

Escorts Sales Cross 
Rs 100 Crores 

Sales of Escorts during the 
year ended December 1977 
have scaled to a new high of 
Rs 106 crores against Rs 91 
crores In 1976, the growth rate 
exceeding 16 per cent with 
proportionate increase in 
operating profits. 

During the year under 
reference the company made 
an addition of Rs 8.89 crores 
to its fixed assets mainly at 
Bangalore expansion project, 
Patiala and Faridabad opera¬ 
tions. This had provided the 
company with a broader base 
for the modernisation of manu¬ 
facturing plants and substitu* 
tion of old machines with latest 
equipment. 

In his annual statement the 

BAsnsM sc»N 0 iiigr 


chairman and managing direc¬ 
tor of the company, Mr H.P. 
Nanda, says that de^ite consi- 
(terably higher provision of 
Rs 2.25 crores (Rs 1.26 crores) 
for depreciation and Rs 1.22 
crores (Rs 87 l^hs) for interest 
arising mainly due to Bangalore 
expansion prqject and addi¬ 
tional capital investment at 
Patiala and Faridabad, the 
pre-tax profit of Rs 8.02 crores 


wasi nfU^nally lower than 
Rs 8.iS crores in 'I'gyfi. Post, 
tax prdfit, however, was higher 
at R83.97 lakhs against Rs 3.41 
crores due to the claim of 
investment allowance resulting 
from high capital expenditure. 

Despite increase in the cost 
of inputs, the company did not 
increase the prices of its pro¬ 
ducts with a view to holding 
the price line. The company 


could do so without impairing 
its profit by improving 
efficiency at all levels of pro¬ 
duction and sales, thereby 
obtaining larger production 
and economies of scale, Mr 
Nanda claimed. 

The complementary pro¬ 
gramme of manufacture of 
piston rings by Ooetze (India), 
a subsidiary had already com¬ 
menced delivery of groove 
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inserts. Goetze invested two 
cTore rupees in its Baftiatore 
project which is expected to 
produce highly sophisticated 
rings required for the com¬ 
pany’s special types and large 
size pistons by the end of 1978. 

To finance a part of the pro< 
ject, Goetze has been permit¬ 
ted to raise capital amounting 
to Rs 4 crores including 
Rs 1.25 crores by public issue 
at 20 per cent premium. The 
offer of equity capital to public 
is' expected to be made by 
next month. The Ridustrial 
Development Bank and other 
financial institutions have 
agreed to loan Rs 4.75 crores 
including the partial foreign 
exchange requirement and 
underwrite equity of Rs 90 
lakhs. The balance Rs 35.3 
lakhs of the new issue was 
being underwritten by leading 
stodc brokers. 

Anglo*Frtiich TMtilas 

Anglo-French Textiles Limi¬ 
ted has skipped preference and 
equity dividends for the year 
ended December 31 last against 
15 per cent equity dividend 
paid in the previous year. 
Though the turnover is higher 
at Rs 22.48 crores (against 
Rs 21.39 crores in the previous 
year) profit before interest and 
dejMociation is less at Rs 66.32 
lakhs (Rs 1.79 crores). Interest 
claims Rs 95.64 lakhs (Rs 79.70 
lakhs) and depreciation 
Rs 56.31 lakhs (Rs 65.14 lakhs). 
After providing the previous 
year’s expenses Rs 50.24 lakhs 
(Rs 8.36 lakhs) the loss for the 
year is Rs 1.36 crores (profit 
Rs 25.64 lakhs). 

After adjustments the over, 
all position is in a loss of 
Rs 1.29 crores (profit of 
Rs 16.22 lakhs last year). 

Severe power restrictions 
and labour unrest are given as 
reasons by the directors for the 


heavy loss, by. the 

company whk^^iMs skipped 
dividend for thepnttime since. 
1957. ,, 

UBI's Oiitstiflding 
Ptrformaiici 

Union Bank of India has 
been selected for national 
award for certificate of merit 
for outstanding export perfor¬ 
mance in 1976-77. The bank 
has achieved all-round impro¬ 
vement in its operation in 
1977. Revealing ffiis, Mr B. L. 
Paranjape, chairman and 
managing dttedojr, said in 
Bombay recetiff^ that the 
bank’s deposits increased 
during the year by Rs 161.83 
crores (23.2 per cent to 
Rs 860.30 crores) while the 
net bank credit expanded by 
Rs 19.14 crores to Rs 523.30 
crores. 

The net profit (after mak¬ 
ing the usual and neces- 
sary provisions) was also 
higher at Rs 155.80 lakhs, 
against Rs 146.50 lakhs in 
1976. 

After appropriating Rs 55 
lakhs (against Rs 56 lakhs) to 
statutory reserves and Rs 80 
lakhs (against Rs 70 lakhs) 
to contingencies, the balance 
of Rs 20.8 lakhs (Rs 20.5 lakhs) 
has been transferred to the 
centre. 

He said the bank’s rural 
and semi-urban branches re¬ 
corded a higher growth rate in 
deposits than the metropolitan 
and urban branches. 

The bank’s deposit ratio has 
come down to a reasonable 
level of 68 per cent by the 
end of 1977. Besides, the.bank 
was able to achieve as early as 
in 1977, the government 
stipulation that credit to 
priority sectors should account 
for one-third of the total 
advances by Mardi 1979. 

Advances under DIR scheme 


(0 the weakest among weafeet^ 
sections at the concessional 
interest rate of four per cent 
per annum amounted to 
Rs 5.20 crores at the end of 
1977 and constituted 1.02 per 
cent of the bank's total advan¬ 
ces, thus exoeding the govern¬ 
ment stipulation in this regard 
of 0.5 per cent. 

The bank’s branches have 
adopted 843 villages and about 
25,000 direct agricultural acco¬ 
unts are being served by them 
with an aggregate outstanding 
of Rs 6 crores. 

Duncin Brothers 

Duncan Brothers and Co 
Ltd has earned a profit of 
Rs 56.15 lakhs after provid¬ 
ing depreciation and taxation 
for the year 1977 against 
Rs 57.43 lakhs in the previ¬ 
ous year. A final dividend at 
the rate Rs 6 and a cash 
bonus of Rs 2 a share on 
ordinary shares have bem 
declared. The final dividend 
and the cash bonus together 
with the interim dividend 


of iUi 6 a rimm Abegdy ^id 
would make a total dfatribu- 
tkm of Rs 14 a share fbr. the 
year. Allocations imdude 
Rs 2.50 lakhs forc^tal re- 
demption reserve H, and 
Rs 25.65. lakhs for general 
reserve. 

Tata IroB 

Tata Iron and Sted Com¬ 
pany has done well during 
the last quarter ended March 
1978 against the quarter ended 
March 1977. The gross pro¬ 
ceeds firom the sale of steel 
materials, including fireight 
and excise duty, have risen 
to Rs 95.64 crores from 
Rs 90.32 crores. 

The production of saleable 
steel has improved to 4.27 
lakh tonnes fkom 4,12 lakh 
tonnes. The sales rose to 4.86 
lakh tonnes from 4.68 lakh 
tonnes. 

Last quarter’s performance 
is also exceedingly good 
compared to the preceding 
quarter ended December 1977 
when the gross sale proceeds 


For Attention of Employers 

The last date for filling your ANNUAL RETURN of the salaries 
paid and the Tax deducted therefrom by you during the preceding 
Financial Year has been extended this year to 30th June, 1978. 

Form No, 24 which is the prescribed Form for the ANNUAL 
RETURN has been revised vide Notification dated 31st March, 1971 of 
the Central Board of Direct Taxes. 

FAILURE to furnish the ANNUAL RETURN in due time attracts 
penalty extending to Rs. 10 for every day of default. 

REMEMBER TO FILE COMPLETE AND CORRECT ANNUAL 
RETURN IN THE REVISED FORM NO. 24 BY 30TH JUNEs 1978. 

For forms or apy other information/assistanoe, contact your assessing 
LT.O. or the P.R.O. 


Issued by: 

Directorate of Inspection 

(Research, Statistics 4c PubUcatlona) 

IMC0B£-TXX DB>ARTMEHT 
NEWDEIHI. 

dum-TS/si 
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tbe «lldMle$ ttood 

at 405 .'ilkli -teuiefr and 4.13 
lakh toniiea le^eotively. 

Smdvfk pritpHts 

Saadvllc Aaia, which snfltor- 
ed a shaip wtback in 1977, 
hq)es to imirirovaits perfonn- 
ance in the coming years 
following expansioa of its 
activities. The company’s 
chainnim, Mr R S Phatar- 
phekar, told shareholders at 
the anmial meeting recently 
that ‘*with the measures the 
company is implementing, the 
devidend m future may be 
more atrractive”, barring any 
legislation limiting the dec¬ 
larations of dividends. The 
company has reduced its 
dividend to 12 per cent 
for 1977 irom 20 per cent paid 
in 1976, following the sharp 
fall in its profits. 

The chairman has attributed 
the fall in profits to the 
increase in the cost of raw 
materials and other manufac¬ 
turing expenses. These subs¬ 
tantial increases could not 
be ofF-set by any compensat¬ 
ing price increases, he states. 

Meanwhile, the company’s 
working during the first four 
months of this year is good 
with sales showing an increase 
of about 19 per cent over 
those in the comparable period 
of 1977. The order intake 
during the first four months 
of this year has also shown 
a rise. 

The company’s expansion 
programme is proceeding 
steadily and on the total esti¬ 
mated outlay of Rs 2.85 crores, 
the company has incurred an 
expenditure of about Rs 1.20 
Crores by the end of March 
1978. Most of the machinery 
for. the expansion plan has 
been received and installed, 
and the programme is expect¬ 
ed to be completed next year. 
Regarding tl^ modernisation 


prpiiramtnis, the gama coating 
eq^u^iwaient hat already been 
commiaaioned and the spray 
drier plant is expected to 
commence production in early 
1979. 

The company’s recent rights 
issue of 16,500 shares of 
Rs 100 each at a premium of 
Rs 150 per share has been 
oversubscribed. After the 
allotment of shares to the 
Indian shareholders, the hold¬ 
ing of Sandvik AB of Sweden 
will stand reduced to about 
55 per cent of the company's 
total paid-up capital. 

Dana Bank 

Mr B. K. Vo^a, the chair¬ 
man and managing director 
of Dena Bank, says that the 
bank’s credit expansion during 
the year 1977 was on a low 
key. The net increase in total 
advances was only »Rs 41 
crores, from Rs 3l7 crores to 
Rs 358 crores, compared with 
an increase of Rs 68 crores in 
1976. The decline was main¬ 
ly due to the small increase in 
food procurmnent advances, 
which rose by only Rs 3 crores 
as against Rs 30 crores 
1976. Of the total outstand¬ 
ing advances Rs 368 crores at 
the end of 1977, food procure¬ 
ment credit totalled Rs 59 
crores. The bank, however, 
had recorded an impressive 
deposit growth during 1977 
with total deposits rising by 
Rs 91 crores front Rs 421 
crores in 1976 to Rs 512 
crores by the end of 1977. 

Mr Vora says there was a 
significant rise in the bank’s 
advances to the priority sec¬ 
tors which rose by Rs 15 
crores in 1977 to Rs 101 
crores. 

The number of borrowal 
accounts in these sectors rose 
by Rs 14,000. Farm advances 
rose by Rs 5 crores to Rs 25 
crores. Advances to small 
industries inoreased by Rs 6 


cri^ ^ 54 crores. The 
bimlj^advances under the 
DRI scheme rose from Rs 54 
lakhs in 1976 to Rs 81 lakhs in 
1977. The bank planned to 
raise the DRI advances to 
Rs 180 lakhs in 1978. 

During the year the bank 
adopted additional 97 villages 
taking the total number of 
villages adopted to 253. 

The bank intensified its 
branch mpansion programme 
and opened 71 more brandies, 
bringing the total number of 
bnmehes to 704. As of Decem¬ 
ber, 1977 as many as 442 
branches or 63 per cent of tbe 
bank’s total network of 
branches were located in 
rural and semi-urban centres. 

Tube InvRstmmts 

Tube Investments of India 
Ltd has maintained 1977 divi¬ 
dend at 10 per cent The entire 
dividend will be tax free having 
come out of the new indust¬ 
rial undertaking profi s of the 
company. The company 
accounts for 1977 show an im¬ 
provement over 1976. The 
year’s profit after depreciation 
and interest charges are 
Rs 126 lakhs (Rs 73 lakhs 
last year) from which is set 
aside a provision for tax, 
Rs 61 lakhs (Rs 26 lakhs) 
and investment allowance 
reserve Rs 9 lakhs (Rs 12.50 
lakhs). After appropriating 
Rs 12.50 lakhs towards deben¬ 
ture redemption reserve and 
Rs 37.50 lakhs towards the 
proposed dividend at 10 per 
cent, the balance of profits of 
Rs 37.67 lakhs is being carried 
forward. 

The company has submitted 
a scheme to Foreign Exchange 
Regulation Act authorities 
according to which the non¬ 
resident interest in the com. 
pony’s equity will be brought 
down to 40 per cent from the 
pra8«it52.5 per cent in two 


stages. In the first stage, Tube 
Investment Ltd, UK, the non¬ 
resident shareholder will distn- 
vest a part of their holdii^ to 
the Indian resident slutre- 
holders around July '1978. 
Further reduction will be 
achieved by a fresh issue of 
equity capital at par in early 
1979. 

The company’s tube division 
has developed a prototype of a 
bullock cart made out of tubes 
and strips which has better 
payload and other improved 
features over the convedtional 
model. The prototypes are 
being tested in the field and 
the company is hopeful of 
coming out with necessary 
package of tubes and sections 
which could be fabricated by 
small scale units at the village 
level. The company’s bicycle 
unit (TI Cycles of India) has 
made an operating loss though 
less than in the previous two 
years. According to the direc¬ 
tors this loss is due to the low 
labour productivity. 

Profit Rogistoring 
Companies 

One hundred and seventeen 
companies belonging to top 20 
industrial houses (on the basis 
of registration under Section 
26 of the MRTP Act as on 
Decembers!, 1977) have re¬ 
gistered 60 per cent or more in 
the level of their pre-tax profits 
in 1975 as comppred to 1972. 

The 20 industrial houses 
with respective number of com¬ 
panies in brackets are : ACC 
(2), Ashok Leyland (2), Birla 
(13), Bird Heilgers (4), Chow- 
gule(l), Dunlc^ (1), Escorts 

(1) , J.K. Singhania (12), James 
Finlay (6), Kasturbhai, Lal- 
bhai (5), Khatau (^mbay) 
(5), Kirloskar(7),Macneill and 
Magor (24), Rallis (3), Scindia 

(2) , Simpson (12), TVS (4), 
Tbapar (9), V. S. Oempo (1), 
andWalchand (3). 
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Bhoothalingam ci^mittee 
report 


RECORDS 


AND 

StATt^ICS 


The study group on wages, incomes and prices appointed by the government of 
India, under the chairmanship for Mr S. Bhoothalingan In Its report prescribes a 
national minimum wage of Rs 150 per month to be reached in stages and 
recommends that a start should be made by fixing a minimum daily wage rate 
of Rs 4. The committee also advocates celling on dividends as a permanent feature 
of income or fiscal policy. A summary of the report Is given below: 


* Minimum Wages 

The RIAL minimum wage can 
only be the absolute national 
minimum, irrespective of 
sectors, regions or states, 
below which no employment 
would be permitted. 

In determining such a 
national minimum wage several 
considerations have to be 
kepi in view. For instance, it 
has to be consistent with 
factors like (1) the per capita 
national income adjusted after 
applying the participation rate, 
(2) average national income 
per consumption unit, and (3) 
per capita rural consumption 
expenditure. It cannot also 
deviate too much from pre¬ 
valent earnings in the small- 
scale sector. Above all, its 
impact must not be such as to 
inhibit generation of employ¬ 
ment. 

Taking all rcJcvanl consi¬ 
derations into account, the 
national minimum wage to be 
aimed at should beRs ISO 
per month at current prices. 
Efforts should be made 
towards achieving this goal 
as soon as possible, at any 
rale within a period of about 
seven years. But immediately 
it may not be practicable to 
adopt this figure without 
seriously jeopardising employ¬ 
ment and dislocating the tiny 
and small-scale sector. To 
begin with, therefore, we 
recommend that the national 
minimum wage below which 


no employment will be permit- 
ted'4>6 fixed at Rs 4 per day 
of eight hours unskilled work, 
inclusive of any part payment 
in kind where customary; or 
at a monthly rate of not less 
than Rs 100. The very an¬ 
nouncement of this policy and 
its wide dissemination will 
itself have tonic effect and 
make workers conscious of 
their right. 

We further recommend that 
the quantum of the national 
minimum wage should be 
revised every two years till the 
recommended level of Rs ] 50 
per month (at 1978 prices) is 
reached; thereafter, it should 
be mandatory to revise the 
minimum wage every three 
years in relation to the trend 
increase in per capita national 
income. 

The proposed minimum 
wage will be applicable 
throughout the country for 
unskilled work for every adult 
of 18 years or above, irrespec¬ 
tive of sex. The present 
statutory minimum wages, 
wherever they are lower than 
the proposed national mini¬ 
mum, will be brought up to 
this level. It will not adversely 
affect any category of em¬ 
ployees already in receipt of 
higher minimum wage. State 
governments will continue to 
have the freedom to fix higher 
minimum wages for any cate¬ 
gories of employment under 
the Minimum Act. 


Employment with a reason¬ 
ably stable employer-employee 
relationship is an essential 
condition for the application 
of the minimum wage. This 
will therefore not apply to 
work given oht to be done in 
households, as there will then 
be no clear employer-employee 
relationship. 

We consider that in respect 
of agricultural sector a desir¬ 
able minimum rural house¬ 
hold income would be a more 
meaningful concept because of 
the irregular and seasonal 
nature of employment and 
unstable and varied sources of 
income. 

The Rural Sector 

The minimum desirable 
rural household income to be 
aimed at should be such as to 
enable the bottom 30 per cent 
to come up roughly to the 
level of the next higher decile 
group. We suggest adoption of 
Rs 1800 per annum for the 
present for planning purposes. 
Policy measures should be 
directed towards creating 
conditions in which the house¬ 
holds of those who work part 
time or sporadically as well as 
landless labourers and margi¬ 
nal farmers, are enabled to 
earn this minimum within a 
period of seven years. 

The draft sixth Plan has 
suggested various measures 
for the eradication of poverty 
and unemployment in the 


rural sector which include 
redistribution of land surplus, 
implementation of tenancy 
reforms, organising the poor 
masses and creation of addi¬ 
tional jobs mainly in the agri¬ 
culture and allied sectors and 
in the small-scale and cottage 
industries. 

It is necessary to support 
and accelerate the employment 
effects of the programmes 
contained in the draft Plan 
by several types of parallel 
action. Such action should 
reach the very poor viz., the 
landless labour or those with 
small bits of land and those 
without any worthwhile assets. 
Our policy should thus aim at; 
(a) improving the productivity 
and thereby increasing the 
return from small holdings; 
and (b) increasing the oppor¬ 
tunities for work and ensuring 
that such work brings in better 
returns. 

The first objective is likely 
to be served by the Plan pro¬ 
grammes designed to improve 
the productivity of marginal 
farmers and making available 
the necessary inputs. In this 
connection the instrument of 
contractual guaranteed price 
can be deployed to induce a 
shift in the product mix of 
small and marginal farmers in 
favour of crops which are at 
once labour intensive and high 
value crops. This would call 
for:, (a) effective provision of 
credit for those farmers 
essentially through cooperative 
banks and societies; (b) assur¬ 
ed provision of foodgrain 
supplies at prices which may 
induce them to shift a part of 
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their Milass to bijli indue 
crop^ am (e) assured arrange* 
ments for purdtase at 
guaranteed price sc that 
farmers are protected against 
the uncertainties of marketing 
and price fluctuations. 

The scheme may start with 
a few selected commodities 
like potatoes, onions and dry 
chillies, and with an assurance 
of a price for those small and 
marginal farmers who may be 
willing to participate. Details 
of the scheme can be worked 
out to keep leakage and abuse 
to the minimum. The price to 
be guaranteed may be an app¬ 
roximation to the trend value 
of the price of the commodity 
by taking an average of 
the postharvest prices in the 
previous five years. 

We recognise the role of 
local level institutions like 
cooperatives, small farmers 
development agencies, etc., in 
the planning and operation of 
such schemes. The work of 
collection, transportation, 
storage and disposal could be 
done by all-India agencies like 
the Food Corporation of India 
or NAFED. As experience is 
gained and success achieved, 
the range of commodities can 
be enlarged over time. 

As regards creation of em¬ 
ployment opportunities, wider 
opportunities for employment 
would come through the 
implementation of Plan pro¬ 
grammes, but this would take 
considerable time and their 
economic effects may not be 
felt in the short run. There, 
fore, these efforts need to be 
strengthened by dire^ing em¬ 
ployment programmes to areas 
where other developmental 
activities are by themselves 
noW insufficient. Such a 
scheme of coordinated em¬ 
ployment should satisfy the 
following conditions: (i) the 
daily wage offered should be', 
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for imddlled labour, not less 
than the nationat miaimum at 
daily rates; (ii> those who 
offer their work should be 
required to work continuously 
at least for a week: (iii) they 
should be requir^ to do 
whatever they are asked to do, 
although efforts should be 
made to give them the kind 
of work they know; (iv) 
when there is no work, or not 
enough work, they should still 
be paid, but to prevent abuse 
they should bo required to 
remain in attendance; (v) after 
the week, the worker should 
be free to leave whenever he 
likes; (vi) administrative effort 
should be directed to the pre¬ 
paration and development of 
such schemes; (vii) every 
scheme should have provision 
for the required minimum of 
material inputs; and (viii) there 
should be no limitation of 
number on grounds of finance 
or lack of schemes. 

While the orientation of the 
employment programme will 
be towards development work, 
non-seasonal jobs as well as 
jobs according to the needs of 
different locations may also be 
included. These may include 
spinning and weaving, poultry, 
milk and milk products, cattle 
breeding, etc. 

We believe that if condi¬ 
tions such as we have indi¬ 
cated are incorporated in the 
scheme, there wilt be no 
uncontrolled flood of offers 
for employment. 

High IncontM and 
Top Salarlea 

We have not proposed any 
freeze in wages. On the con- 
trary, we believe that wages 
should gradually increase by 
obtaining an appropriate share 
in the growth ofOross National 
Product and productivity. 
Such a growth should talce 
place in a smooth aud orderly 


fhdii^,aad not as a result of 
coQttoidng tension and trials 
of strength. This should 
therefore be planned for, and 
such planning would involve 
a certain measure of restraint. 
For such restraint to be 
generally accepted, we think 
it is necessary that those earn¬ 
ing higher incomes should 
also be subjected to restraint. 

One such restraint should 
be on the distribution of divi¬ 
dends. Obviously, the limita¬ 
tion should not be expressed 
in terms of a percentage of 
paid up share capital. The 
amount distributed as divi¬ 
dend should be limited to a 
percentage of equity capital 
and reserves which together 
represent the investment of 
the shareholder. This per¬ 
centage may be fixed at two 
or three per cent below the 
rate of earning regarded as 
necessary to attract enough 
investment to secure the 
growth of the industry. Thus, 
if 12 percent of capital and 
reserves is regarded as an 
appropriate letura for the 
cement industry, the distribu¬ 
tion' as dividend should be 
limited to eight or nine per 
cent. This would incidentally 
strengthen the capacity of the 
industry to grow through the 
use of internal resources. 

Salaries of government 
servants and those employed 
in the public sector are already 
subject to considerable res¬ 
traint. The ratio between the 
post-tax salary income of the 
lowest and the highest in 
these sectors is now around 
1:9. However, if perquisites 
of government servants were 
taken into account, this range 
might widen slightly. On the 
other hand, higher salaries 
and perquisites accrue 
generally to older persons 
with greater length of service. 
When emnparisons are made 


between the more experienced 
persons in the lowest and the 
highest categories, it will be 
seen that the range is consi¬ 
derably narrowed. Thus, the 
differential is already a little 
narrower than what has been 
generally envisaged as the 
goal ten years hence. The 
question whether there should 
not be some upward revision 
of salaries in those ranges, in 
order to continue to attract 
persons of the requisite calibre 
to these posts, needs exami¬ 
nation. We Kcommend that 
this problem may be referred 
to the National Pay Commis¬ 
sion, the early appointment of 
which we recommend. 

In the private sector, how¬ 
ever, the differentials are wider 
mainly because, unlike the 
government sector, higher sala¬ 
ries have also been revised 
upwards from time to time 
following inflation. The differ¬ 
entials in after-tax emoluments 
vary from industry to industry, 
and sometimes go up to 1:16. 
Risks and uncertainties in 
entrepreneurial management 
being greater, and managerial 
talent of the requisite calibre 
being still relatively scarce, the 
differentials can be higher than 
in the government sector or the 
public sector. They still need 
to be narrowed. High salaries 
in the private sector are often 
supplemented by commissions 
and by tax free or near tax 
free benefits, which encourage 
and make possible affluent and 
even ostentatious ways of 
living. Further, generous re¬ 
tirement benefits reduce the 
need for current savings per¬ 
mitting thereby a higher level 
of consumption during service 
and after retirement. We 
think, therefore, the total 
value of perquisites must be 
fully taken into account in 
determining the appropriate 
level of compensation. These 
should not normally exceed 25 
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per cent of basic pay. Further, 
the method of vatuatibn of 
perquisites for tax purposes 
should be uniform for alt sec* 
tors. Normally, there should 
also be a limit to the total of 
salary aod commission and 
this limit should apply not 
only to directors but others 
as well. In order to prevent 
disruption and emergence of 
new abuses, the limit should 
not represent too drastic a 
chpdge, Taking current cir. 
cumiitances into account, we 
’ think that Rs 6000 per month 
for all new contracts would be 
a suitable limit for the next 
five years. Provision may have 
to be made for certain excep¬ 
tional cases of high or rare 
skills such as oil exploration, 
haute cuisine, etc. Some special 
arrangements will have to be 
made for this. 

We also consider that pay. 
ment of commission as a mode 
of remuneration is an outdated 
concept and a hangover from 
the old managing agency sys¬ 
tem. It should, therefore, be 
phased out within the next 
three to five years. Simulta¬ 
neously, a suitable system may 
be evolved for incrative pay¬ 
ments for exceptional perfor¬ 
mance in the productive sector 
—both private aod public- 
coupled with penalties for 
negative or unsuccessful per¬ 
formance. 

We also think that indivi¬ 
dual fixation of salaries by 
govemmmit or other external 
authorities should be avoided 
because of the complex and 
varying situations in business 
and industry. In particular, 
diff erentials inter se among the 
higher paid employees of the 
private sector should be left 
to be settled through the nor¬ 
mal process of negotiated con¬ 
tracts by the managements, 
subject only to the overall 
limits prescribed. 

The only method of trying 


to enforce a ceii|MKonhieomes 
is by 100 per .'mnt personal 
income-tax on tiu excess over 
the ceiling. IlWever, recent 
e}q>erience has ihown that this 
does not woric. Agricultural 
incomes continue to be totally 
exempt from all personal taxa¬ 
tion; many other incomes, 
though legally subject to tax, 
are not brought within the tax 
net. Moreover, the threat of 
a limit on incomes will be a 
disincentive to work aod enter¬ 
prise. In order to avoid this 
dilemma, at least in part, we 
recommend imposing a coiling 
not on income but on the two 
main purposes for which inco¬ 
mes are sought, namely, con. 
sumption and private invest¬ 
ment. This can be achieved 
by imposing a high penalty 
over a certain limit of total 
income from all sources includ¬ 
ing agriculture. An individual 
may be allowed to opt out 
of paying such a penalty 
by depositing the whole of the 
excess income with the govern¬ 
ment into a special account. 
This special account will bear 
interest at a rate to be deter¬ 
mined by government from 
time to t>me. Government 
will have use of these funds, 
but they will remain the pro¬ 
perly of the individual and 
will pass on to his legal heirs 
after his death. The individual 
will also have the freedom to 
withdraw any desired amount 
at any time, but the amount 
so withdrawn would be added 
to that year's income and 
taxed. Provision may have to 
be made for withdrawing from 
the fhnd for certain approved 
purposes, such as investment 
in own business or other desir¬ 
ed lines. But these can be 
worked out after some experi¬ 
ence is gained. 

An alternative to depositing 
the excess income with the 
government into a special 
account will tq^^ve the 


Income earners channelhih thl 
excess income into approved 
foisns of saving whidimaybe 
prescribed by government flrom 
time to time. Here again, 
whmiever such savings are 
withdrawn, they would be 
treated as part of the taxable 
incenne of that year. 

The advantage of such a 
scheme is that it would not 
erode the incentive for work 
and enterprise to the same 
degree as personal taxation. It 
will also solve the difficult 
problem of high incomes which 
are fluctuating or are of limi- 
ted duration. 

The alternative is to have a 
ceiling on incomes and impose 
pmal marginal tax rates with¬ 
out any facility for deduction 
of savings. As both these can 
be regarded as. dysfunctional 
in terms of their adverse im¬ 
pact on incentives and savings, 
it would be better to give the 
option to high income earners 
to accept much steeper tax 
rates than those prevailing at 
present or escape them by 
stepping up their savings and 
reducing current consumption. 
The resultant savings must 
however be channelised into 
approved forms which may aid 
public investment eventually. 

One of our members Mr. 
Arvind Buch feels that while 
the measures recommended 
may assist to a limited 
extent in dealing with the 
question of wide disparities 
between the lowest and the 
highest Income, these do not 
go far enough. He has, there¬ 
fore, suggested several addi¬ 
tional measures which are 
given in para 5.41 Of the report. 

WaflM in the Organiswl 
Sactor 

The determination of homos- 
gmeous national wage struc¬ 
ture is very difficult. We are 
not beginning with a (flean 


glcts and tlbimideB df hiiior^ 
is with qs. Diqparitiei^ ano- 
nalies and irrtdonalities exist 
and have come to be regarded 
as *ri^ts*. Further, there is 
no reasonable mediod of deter, 
mining what should be the 
absolute level of wage for each 
category of workers and what 
is a right difibrential between 
<me category of workers and 
another. 

Even if a national wage 
structure is determined, which 
is doubtful, or the historically 
determined structure accepted, 
which is improbable, several 
adjustments in wages or earn, 
ings are required from time to 
time* These are, for instance: 

(a) A periodic inmement in 
earnings which is merely rela¬ 
ted to time, and which has be* 
come part of our culture so to 
say. 

(b) Some protection of ear¬ 
nings changes in the value of 
money* 

(c) A correction for changes 
in the productivity of workers 
which may take various 
shapes. 

(d) A correction in the 
relative wages of one set of 
workers, with certain degree of 
skill and certain onerousness 
of work, relative to the much 
higher wage of* another set of 
similar workers with the same 
degree of skill and onerous- 
ness of Work. 

fe) A correction in the rela¬ 
tive wage of one set of workers 
with certain degrees of skill 
and onerousness of work, 
relative to a much higher 
wage of another set of 
dissimilar workers with dffiUr- 
ent dgree of skill and one- 
rottsaess of work. 

(f) A set of corrections to 
reduce the disparities across 
industries/sectors and within 
industries/sectors. 

We have tried to provide 
appropriate guidelines and 
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]prloe{pi|iii to oat* 

tectkmluBd adjo^moito with, 
in the jB^onework of oolleeUtre 
iNugab^, (h) to leditte dis. 
parities ^ ^c) to r^se grada-' 
ally the areas of unduly dep- 
nssed wugM. We only sugg^ 
them astheSrst steps. 

Wage disparities exist bet¬ 
ween the central and state gove¬ 
rnments and among the state 
governments themselves. Stan- 
dardisati<m is not practicable, 
but sonie harmonisation is nec¬ 
essary in respect of certain cbm. 
mon categories. The minimum 
wage determined by the Third 
Pay Coinmission may be com¬ 
mended to states for adoption 
within about five years. Model 
scales for certain common cate^ 
gories (identified by the Sixth 
Finance Commission) may be 
worked out by a National Pay 
Commission which should be 
appointed soon in consultation 
with states. 

The . problem of quasi- 
government and municipal 
employees is more complex 
and should be left to the states 
themselves to tackle. 

Wage disparities exist in 
public sector undertakings 
vis-a-vis government depart, 
mental undertakings engaged 
on similar work and among 
public sector enterprises them, 
selves. The suggestion for 
standardised pay scales for 
similar public sector and 
departmental undertakings has 
much merit. But it may not be 
found practicable as itimpin. 
ges on the process of collective 
bergaining- We therefore re¬ 
commend the appointment of 
a Pay Committee to go into 
the emoluments (mid service 
conditions of government in¬ 
dustrial employees alter com¬ 
paring them in all respects 
with corresponding employees 
in the public and private 
sectors. 

In the organic private 


iBdtor» • standardised pay 
struetuse is milt practicable in 
our Qon^ions. ’ There is no 
practicable method except the 
process of collective bargaining 
to determine wages and relati- 
vittes in this sector from time 
to time. But to prevent ftature 
distortions and work towards 
the long-term objective of 
rationalisation, collective bar¬ 
gaining should be subject to 
certain broad guidelines. Some 
of the suggested parameters, 
which will equally apply to 
the public sector, can be as 
follows: 

(1) The spread between the 
highest and the lowest wages 
in a unit should normally be 
4-5 times the lowest wage; 

(2) Similar payment for 
broadly similar categories of 
workers in leading industries 
in the same region; 

(3) Scarce skills will merit 
higher differentials, but non¬ 
wage benefits should be taken 
into account whm det»mining 
differtmtials; 

(4) In future wage settle, 
ments, units having relatively 
low wages should be enabled 
to come up faster than those 
already in receipt of wages far 
above the majority of enter¬ 
prises. 

We have recommended a 
universally applicable system 
of dearness allowance which 
would compensate for increa¬ 
ses in cost of living of the 
basic minimum needs for con- 
sumption. This element, there¬ 
fore, should have ordinarily 
no influence in wage revisions 
in the future which should be 
essentially linked to increases 
in productivity. In sectors 
where the measurement of 
productivity is difficult or 
impossible, such as govern¬ 
ment services, the inoeases in 
natioulpFOductivity should be 
taken into account. Where 
jHodttCtivity in a sector is less 


diflie0 to measure, as in most 
of dim industrial sector, wage 
increases should be governed 
by the overall rate of growth in 
productivity disaggregated by 
suitable groups industries, 
on the basis of homogenrify 
or otherwise, to be recommen¬ 
ded the proposed Bureau 
of Incomes and Prices. This 
guideliiie, being an average for 
the industry as a whole, cannot 
be applied rigidly but some 
flexibility has to be provided 
by the permissible rate being 
between the mean deviation 
limits above and below the 
average rate of productivity 
growth. 

The guideline will apply to 
the increase in the total 
wage bill of a unit. However, 
increases already accrued due 
to the existence of incremental 
scales since the last settlement 
will have to be taken into 
account. The spread of bene¬ 
fits among various groups and 
levels, and adjustment of wage 
scales, etc., will be determined 
entirely by collective bargain¬ 
ing. Ail wage agreements will 
have effect from a prospective 
date in'future. 

In order tliat existing dis¬ 
parities are not perpetuated or 
further widened, there has to 
be a further guideline for 
“high-wage islands” allowing 
for a lower rate of growth 
than elsewhere in the industry. 
This may mean that, in some 
cases revised wage scales may 
become necessary, excesses be¬ 
ing treated as personal pay for 
existing employees. 

Overtime payment should 
be carefully adjusted to needs 
and should not be allowed to 
become systematic. 

All wage settlements 
through collective bargaining 
will be operative for 4-5 years. 
Similarly, pay commission/ 
committees for pay revisions 
of government employees 


should be iqipointed every five 
years or so. 

A pennanent non-statutory 
body called the “Bureau of 
Incomes and Prices’* may be 
set up to undertake continuous 
review of relevant data and to 
determine each year the guide¬ 
lines for the Industry or for 
groups of Industries, within 
which collective bargaining 
will operate. Its recommend¬ 
ed guidelines, on acceptance 
by government, will regulate 
all wage settlements, as well as 
wage boards awards, etc. 
There will also be a higher 
policy-making council consis- 
ing of 30-40 members repre¬ 
senting concerned interests 
including trade unions, emplo¬ 
yers and state governments. 

If individual units or indus¬ 
tries, whether in public or pri¬ 
vate sector, are unable to readi 
wage settlements within the 
norms laid down by the 
bureau, the matter should be 
referred to an independent 
appellate body whose award 
would be legally binding. 

One of our members Mr 
Arvind Buch has made several 
Anther suggestions which have 
been reproduced in para fi'.44 
of the report. 

DarnMos Allowance 

The existing dearness allow- 
anw arrangements vary consi¬ 
derably with reference to the 
linkage base, mechanism of 
linkage, degree of linkage, 
periodicity of revision and the 
degree of neutralisation both 
inter-sectorally as well as intra- 
sectorally. This heterogeneity 
has resulted in distortions, 
anomalies and narrowing of 
dififerentials in all sectors. In 
certain sectors this has been 
aggravated by linking dearness 
allowance to wages. There is, 
therefore, need for a single 
national corrective formula to 
compensate for the rise in cost 
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of essential eoasomption 

basket. 

It would be appropriate to 
link future dearness allowance 
Increases to cost of living on 
a uniform basis. In the ab¬ 
sence of better alternative, the 
index to be used may continue 
to be All-India Average Con¬ 
sumer Price Index for Indus¬ 
trial Workers, which is widely 
used. Since there is consider¬ 
able divergence in the use 
of. Consumer Price Index 
itself, the latest available 
series should be used. 
With this proviso, therefore, 
there would be no objection 
to the use of the all-India or 
a regional index. The switch¬ 
over to the latest series could 
be made at the next wage 
revision. In cases where the 
Index for Urban Non-manual 
Employees is in use, it may 
continue to be used for regu¬ 
lating dearness allowance 
unless the employees and the 
employers decide by mutual 
agreement to switch over to 
the All India Conumer Price 
Index for Industrial Workers. 

The periodicity of dearness 
allowance revision should be 
on a quarterly basis for all 
sectors with reference to the 
average of the preceding quar. 
ter. 

The two main systems of 
dearness allowance at present 
in use are based on either a 
wage-linked slab system or a 
value per Index point system. 
The "per point” system is 
preferred being more logical, 
simple, with case of universal 
understanding and application. 
It has also the merit of delink¬ 
ing dearness allowance from 
wages. It has an in-built 
progressive edge and does not 
unduly effect existing relativi¬ 
ties in wage structure. We 
recommend adoption of the 
per point formula uniformly 
for Ibture revisions, the value 


per poiat bmi^ around R«. 
1.30. This is alij^y prevalent 
in abont two-thtfd of the pub¬ 
lic sector enterprises as also in 
cement and steel industries. 

The per point formula with 
varying point values is also 
in use in a number of other 
industries like cotton textiles, 
jute, engineering (West Ben¬ 
gal) and sugar, which may 
continue till the next wage 
revision. This formula would 
ensure fUll neutralisation at 
the lower levels. Since DA 
under this system is not relat- 
ed to salary, it will be admissi- 
ble to ail irrespective of salary 
drawn. In no case will there 
be a reduction in the dearness 
allowance at present being 
drawn. 

Bonus 

Logically, bonus related to 
profit, of the kind which has 
prevailed in India for a long 
time now, is suitable only in 
industries producing for the 
market in reasonably compe¬ 
titive conditions. It is not 
suitable in the case of organis¬ 
ed activities, industrial or 
other, where the profit motive 
does not operate at all or 
where the profits are induced, 
influenced or otherwise affect¬ 
ed by public policy and largely 
used for the community wel¬ 
fare. Thus, it is unsuitable 
in government services and 
similar activities, including the 
Railways, Posts and Telegra¬ 
phs, and public utilities, finan¬ 
cial and other institutions. 

On this reasoning, it would 
not be desirable to extend the 
system of bonus related to 
profit to new areas. Further, 
where the bonus system pievails 
in unsuitable areas, it should 
be phased out, if necessary by 
replacing it with other pay¬ 
ments related to more 8uitid>le 
measures of performance. 

In Railways, Posts and Tele¬ 
graphs, and- ordna^ facto¬ 


ries, etc. fairly large nnmbW* 
are engaged in activities close¬ 
ly similar to those in industry 
in the private and public sec¬ 
tors. They arebetter off m Some 
ways and worse off in others. 
If, after a comparative study 
of their emoluments and non¬ 
wage benefits, it is found that 
the real wages are clearly 
out of line with similar 
workers in the private and 
public sectors, corrections 
must be made through an 
appropriate revision of the 
structure and rates of remu¬ 
neration, and/or suitable in¬ 
centive payments. We have 
recommended the appoint¬ 
ment of a Pay Committee to 
undertake this study. 

Even in the industrial sec¬ 
tor, both private and public, 
bonus related to the profits of 
individual undertakings tends 
to perpetuate and accentuate 
disparities in the earning of 
workers who do the same 
work or put in the same effort. 
It tends to create tensions 
between workers themselves, 
betw«en government and 
workers, between manage¬ 
ments and workers and even 
between managements. In 
the.long run, it would be de¬ 
sirable to replace it by a 
system which would enable 
labour to get a fair share of 
the benefits of productivity 
without causing such distor¬ 
tions. Meanwhile, it has to 
be recognised that the bonus 
system has become a part of 
the industrtal way of life in 
India. It will not be practica¬ 
ble to give it up untill the eco¬ 
nomy reaches a higher level 
of productivity and well¬ 
being. Until it is replaced 
Iiy general agreement, we re- 
fiommend the continuance of 
the otisting system. 

Oovwnment of India may 
initiate talks with trade unions 
and managements paying 
bonus under the Payments of 


fitUMs Act to nfdaee it by 
long-teim beapits like ratbe- 
ment pensions to all die cate¬ 
gories of enqiloyees and smne 
scheme of uneiiq>loyment relief 
to those who have once been 
employed and who have 
become temporarily unemplo¬ 
yed due to closures of firms 
and factories, mines and plan¬ 
tations, etc. Under this scheme 
low-paid workers may also 
be exempted from payment of 
subscriptions under the Emplo¬ 
yees’ State Insurance Act. 
Wherever bonus is not paid 
such benefits may also be 
extended provided national 
consensus of converting bonus 
into the above-mentioned long¬ 
term social security measures 
is arrived at through tripartite 
dialogue. 

It would also be desirable, 
at that stage, to provide that 
a portion of the allocable ser- 
plus in high profit industries 
should be diverted to financ¬ 
ing schemes for rural employ¬ 
ment recommended elsewhere 
in this report. 

We also recommend that 
discussions for a gradual 
change-over towards the new 
system may be initiated early. 
There are several choices 
available and further thought 
and discussion may indicate 
even better methods. One such 
choice is outlined in the re¬ 
port. Further consideration of 
this may be the first step in 
the process of change. 

Pricu* 

The main thrust of our eco¬ 
nomic policy has necessarily 
to be anti-inflationary and to¬ 
wards naintenance of reason¬ 
able price stability. Price 
policy has also to be integrat¬ 
ed with policies relating to 
incomes and wages and thus 
stabilisation eff the cost of 
living has to be one of its basic 
objectives. Price stability 
does not howeym mwn a 
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policy Oo an include consumer cooperative 

averag^ athoiesate prices series, fair price chain stores 
may move apto 213 per cent under the. auspices of public 
per annum and within this the authorities and the use, where 
relative prices may also go up suitable, of existing outlets 
or down. Such a movement is such as petrol stations, post 
warranted by the need to offices, licensed self-employed 
direct inveshnept, production vendors, etc. The benefit of 
and distribution patterns on subsidising the items covered 
desired lines. by the distribution system 

The Agricultural Price Policy should largely flow to the 
should lend support to the lower income groups. In this 
efforts to increase overall agri- connection, an indepth study 
cultural production and to should be undertaken of the 
induce changes in the cropping incidence of indirect taxes on 
pattern in accordance with the prices of essential goods 
changes in the composition and the inputs that go into 
of demand, besides ensuring their production, 
that the rise in prices asso- As regards intermediate and 
ciated with periodic shortages capital goods, price controls 
does not push basic necessities and the system of administer- 
out of the reach of common ed pricing will work only in 
man. In order to benefit the respect of a few homogeneous 
small and marginal farmer, products like steel and cement 
encouragement should be machinery, plant and equip- 
given for the production of se- ment and their components 
lected cash crops with a labour often vary in their specifica- 
intensive bias. Other measures tions, quality, etc., and direct 
suggested are multiple points control over pricing may be 
of procurement in order to difficult to administer. Thus 
minimise the role of middle- the answer lies in increasing 
men and simplifying bureau- the competitiveness of the 
cratic organisation and proce- capital and intermediate 
dures. The village level orga- goods and using the import 
nisation will have to be re- mechanism to augment supply 
organised to ensure that the and ensuring that the domes- 
benefit of concessional inputs tic prices are not permitted 
passes to the small and mar- to exceed international prices 
ginal farmers and not to the except by a modest percentage 
richer ones. Efforts may also The protection provided to 
be made to reduce the costs of indigenous industries should 
procurement, storage, trans- be reviewed periodically and 
portation and distribution of import duties whereever neces- 
foodgrains. ' sary may be reduced in a 

We are recommending a phased manner, 
wide network of public dis- Other strategies that may be 
tribution system covering the suggested are; (i) The system 
essential goods. Such a scheme of dual pricing could be 
should be strengthened operated selectively in the 

maintenance of adequate buffer case ot commodities afflicted 
stocks and proper distribution, with chronic or recurring 
plaiuing and imports when- shortages. In a longer term 
ever necessary. For the dis- context, where the production 
tribution of mass consumption of the commodities ooncerned 
goods generally a variety of is subjeetto sharp fluctuations, 
outlets should be organised the successful working of the 
and enoottiaged. ']^se.should system:pre-Bupposes a stocking 


pofi^ on the part of the gov- tion may be required. The 
emmentasan accompaniment policy of banning the export 
of the public distribution of essential consumer goods 
system. . has merit during the period of 

(ii) m view of the comfor- severe shortages, 
table foreign exchange situa- (iii) There is a need to re- 
tion and in order to increase view the system of price con- 
competitiveness in the manu- trols and subsidies. While the 
facturing sector, we suggest a newly set up Dagly committee 
uniform Import duty of about would review the present 
20 per cent, particularly on arrangements, the conditions 
capital goods and interme- call for setting up of aper- 
diates in short supply. Beyond manent machinery to examine 
this limit, a specific justifica- and monitor the behaviour of 


OIRECrORATE OF PURCHASE AND STORES 

Director, Directorate of Purchase and Stores, DejMirtment of 
Atomic Energy, Bombay, invites tenders as detailed below : 

I. DP5/RRC/FAB/222 Due on 30-6*78: Preparation of shop dra* 
wings, fabrication, assembly, shop testing, packing and delivery at Pur« 
chaser’s site, Kalpakkam, Tamil Nadu of horizontal type, cylindrical. 
Active Liquid Waste Stor^e TANKS with dished ends, qade of S.S. 304L 
along with mechanical stirrer and other accessories as per purchaser’s 
drawings and specification. 4 Nos, 

g. DPS/fiARC/ENO/10927 due on 23.6.78: Fabrication. Assem¬ 
bly, inspection, testing and supply of profilometer as per drawings and 
tender specifications. Qty : 2 Nos. 

3. DPS/PPED/PPF; 1094 due on 26.6.78: Supply of Stainlecs 
Steel Diaphragm Valves In different sizes as per pufchasers’ tender speci¬ 
fications. Qty: 227 Nos. 

4. DPS/NAPPyPPED/CAP/41 due on 28.6-78: Design, manu¬ 
facture, assembly, testing and delivery of High Pressure air compressor 
with capacity of 52 M*/Mr at pressure of 60 kg/cm* complete with motor 
and accessories as per purchaser’s specification. 1 No. 

5. DPS/BARC/lEB/1^4 due on S.7.78: Laboratory Oentrlfiigal 
type Ballmill. Qty: 1 Nos. 

6. DPS/BiWC/IBE/1605 due on 5.7-78: Double beam Atomic 
Absorption/Piame emission spectrophotometer with single beam facility. 
I No. 

7. DPS/BARC/IEE/1606: due on 6.7.78: Radiation Resistant shaft 
Bneoders Incremental or absolute. 6 Nos. 

8. DPS/BARC/lEB/t608 due on 6.7.78: A direct reading speegro- 
meter for emission spectrochemical analysis with computer control and 
read out systems for data processing. 1 No. 

9. DPS/BARC/IEE/1614 due on 7.7.78. Blectrodynamic shaker or 
Vibratory compaction unit including facilities to generate, measure and 
control vibration parameters. 1 No. 

10. DPS/BARC/1EE/161S due on 7.7.78: X-Y Recorder with sweep 
time base. I No. 

II. DPS/BARC/lEB/1616 due on 10.7.78: Modular Type Oscillo¬ 
scope 65 Mega Hertz Main Frame. 1 No. 

12. DPS/BARC/IES/1617 due on 10.7.78; High Pressure Uquid 
Chromatograph suitable for analytical and preparative chromatography 
with dctectori and recorders. 1 No. 

13. DPS/BARC/lEB/1618 due on 11.7.78: Helicorder Chart speed 
60 mms/minute. Single Oiannel. 1 No. 

14. DPS/RRC/lEB/392 due on 11.7.78: Punching Machine to punch 
standard cards. 2 Nos. 

15. DPS/RRC/IEB/436 due on U-7.78: Gas leak delector 
with booster probe capable of detecting leaks In pressurised gas systems. 
INo. 

Tender documents priced @ Rs. 15/- for item 2, Rs. 20/- each for 
items 3, 5, 7, 10, II, 13, 15; Rs. 40/- each for items 6.14, Rs. 50/- for 
item 4;Rs. 60/- each for items 9, 12; Rs. lOOr- each for items 8; and 
Rs. 200/- for item 1 and General Conditions of contracts priced Re. 0-50P 
except for item (1) can be had from the Finance and Accounts Oflker, 
Department of Atomic Energy, Directorate of Purchase and Stores. 3rd 
Floor, Mohatta Building, Pajton Road, Bombay-400 001, betweeif 10 a.m* 
to I p.m. on all working days except on Saturdays. Import licence will be 
profvided only if the items are not available indigenously for all items except 
for item (I). Tenders will be received upto 3 p.m. on the due dates shown 
abpve and wilt be opened at 4 p.m. the same days. The right is reserved 
to icioept or reject lowest or any tenders in part or full without assigning 
any reasons. 
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' prices and to suggett suitable 
changes in the prices of agri. 
cultural products as well as 
raw materials and manufac* 
tured items on a continuing 
basis. 

(iv) Steps should betaken 
to encourage and foster the 
consumer movement. Although 
other interests are often repre¬ 
sented in bodies concerned 
with pricing and distribution, 
consumer' interests have not 
beat adequately represented. 
We recommend that this 
lacuna should be expeditiously 
filled in by giving adequate re¬ 
presentation to consumer 
interests in the appropriate 
bodies. 

Mieeellaneous 

The need for social security 
benefits in all sectors as an 
adjunct of an income policy 
must be recognised. A long 
tenn objective would be to 
work towards extending the 
pension system to all wage and 
salary earners. For this funds 
could be drawn from contri¬ 
butions paid by the employers 
and employees in suitable 
proportions. 

There is equal need for 
devising some social security 
measures on a contributory 
tmain for the self-employed 
sector which forms about 62 
per cent of the working popula¬ 
tion. These will include arti¬ 
sans, small shopkeepers and 
even marginal farmers. 

Old age pension has been in¬ 
troduced in certain states, but 
the rates and the criteria for 
eligibility differ. A suitable 
model should be evolved and 
accepted in principle for adop¬ 
tion all over the country in 
due course. 

Pensioners are particularly 
vulnerable to inc^ascs in the 
cost of living. In our view, the 
minimum pension of wage and 
salary earners should in no 
case be' less than the national 


minimum wage ^ proposed 
eailier, 

The ^levd Of ji^sions pf the 
middle and lowettievel govern¬ 
ment servants is ibW. It these 
cannot be raised, at least the 
pensioners shoidd be paid 
dearness allowance on the same 
basis as serving employees. In 
addition, schemes like the 
Army Group Insurance Scheme 
may be introduced to enable 
the pensioners to augment their 
post-retiremeot incomes. 

Similarly, the extra depart¬ 
mental employees in the P&T 
department would need to be 
protected against price rise to 
the same extent as others 
working for government. 

Housing inadequacy in India 
has both ,quantitative and 
qualitative dimensions. Quant¬ 
itatively the acute backlog in 
housing is on the increase from 
year to year as the rate of 
construction has not kept pace 
with the growth of population. 
At present, employees have to 
pay exorbitant rents even for 
small toiements, particularly 
in large cities. The problem 
really is one of national short¬ 
age of housing. It has been 
estimated that an investment 
of Rs 2790 crores per year will 
be required for the next 20 
years to make up the shortage. 

In the context of incomes 
policy, a major area of con¬ 
cern is housing in view of the 
considerable cost involved to 
the employee. In this regard, 
we suggest that d beghming 
be made by formulating ex¬ 
panded ownership housing 
schemes, increased public fina¬ 
ncing for such schemes, facili¬ 
ties for transfer and mortgage 
of houses and suitable tax 
' incentives to encourage indivi¬ 
duals to invest in housing. A 
scheme may also be worked 
out for allotment of houses 
constinicted by govenunent 
and semi-government bodies 
to member! of ii^ovident 


FWds against their Imi^tenD 
acoumiflations. 

imptamMtafioii 

Many of our suggestions 
and recommendations can be 
hoplemented by executive 
orders while others require 
legislative action or institu¬ 
tional mechanisms. 

The practice in other coun¬ 
tries which have tried to im¬ 
plement incomes-prices policy 
has not been uniform. In our 
democratic set-up. implement¬ 
ation has to be a combination 
of voluntary acceptance 
through consasus and statu¬ 
tory backing. 

We, therefore, recommend a 
process of consultation and 
discussion leading to a broad 
consensus for the main out¬ 
lines of the policy. This would 
entail consultations with trade 
unions, employers* representa¬ 
tives, state governments and 
consumer interests as well as 
representatives of groups like 
small farmers, workers in the 
non-organised sector and the 
self-employed. We expect that 
such in teraction will in due 
course create the necessary 
environment for mutual adjust¬ 
ments and constructive co¬ 
operation. 

By way of illustrations, we 
have indicated the more im¬ 
portant policy measures for 
which legislative changes may 
be required. The particular 
laws effected by our recom¬ 
mendations and the nature of 
changes required will have 
to be examined in detail by 
legal experts. 

As the main instrument for 
implemoitation of policies, 
we envisage a permanoit non- 
statutory body designated ai 
tlw Bureau of Incomes and 
Prices, composed of senior 
economists and experts in 
labour, managmnent, etc. The 
burehtt may fimction under 
the ministty of Finanee with 


a fiUr degtee of-Mitoiioti^. ft 
wo^ recoaunend gutdeikws 
whk^ on aoc q pta a ce by gov- 
emment, will regiilase sU wage 
settlements. It will also coor¬ 
dinate coUectton data and 
undertake contkinous moni¬ 
toring of price trends. The 
detailed ftinctions to be entrus¬ 
ted to the proposed bureau have 
been mentioned in the rqiott. 

The bureau will be guided 
by a coordinating intm*- 
ministerisl group of secreta¬ 
ries. The broad policy goals 
to be followed would be for¬ 
mulated by a higher policy 
making council of 3(k-r40 
members giving wide-based 
r^resentations to concerned 
interests including trade un¬ 
ions, employers, state govern¬ 
ments, agriculture and con¬ 
sumers. 

An independent appellate 
body with all-India jurisdic¬ 
tion may also be set up to deal 
with cases where there is 
failure of collective bargain¬ 
ing to reach settlements with¬ 
in the bureau's guidelines. 

We have also recommended 
the appointment of: (a) a 
National Pay Commission for 
harmonising the pay structures 
of the central and state gov. 
emments; (b) a Pay Commit¬ 
tee to examine the pay struc¬ 
ture of industrial employees of 
the Railways, P&T, Defence 
Production, and other depart¬ 
mental undertakings; and (c) 
a Pension Coninlission to look 
into the problems of pensioners 
and evolve a suitable pension 
policy for all sectors of emp¬ 
loyment. 

We have indicated several 
areas in whidi fox want of 
time we have been unable to 
undertake detailed exaniina- 
tion. In all these cases, fiirther 
studies w^ be necessary to 
work out detailed schemes mid 
their financial and other im¬ 
plications before polloy deci¬ 
sions can be takw. 
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You may never 
see a medicine 
labelled 'ATUL 



and yet we are 
a vital part of the 
pharmaceutical 
industry. 



Behind every modern medicine is a high quality chemical. 

AtuI makes a wide range of chemicals for the pharmaceutical industry. 

Bulk drugs such as Nikethamide. Quiniodochlor, Vitamin K Analogues, Sulphadiazine, 
Sulphathiazole as also vital intermediates like Methyl Oichloro Acetate, Para Tolyl Sulphonyl Ethyl Carbamate, 
Para Chloro Benzene Sulphonamide, Para Toluene Sulphonamid6, Para Toluene Sulphonyl Chloride and 
Urethane. Saccharin and Dicalcium Phosphate of Pharmaceutical Quality complete the list. 

They are all downstream products manufactured at the AtuI complex and 
supplied to leading pharmaceutical manufacturers all over the country. 


THE ATUL PRODUCTS IJO.r 

^0. ATUL. OIST. VAtSAO, PIN: 396020 (GUJARAT) 

Ttl 61. 62. 63. 64. Gram: TULA&TUL Tsiex AT^L SR-0176^264 

Atu! ^^25 years of constant endeavour and growth, 

. AOaOIT-12'* 











eastern 
ECONOMIST 


JUNE 9. 1978 







nmnij, 


nii 1111 


nnni- 


J 


L u L 




***** ***» 


< ^ r*, t I 

''^'"Vsc' ‘‘ ' "’'v'' 

. , ^ ' w ‘- } ■' I 




□ 


□ 


ALL INDIA INSTITUTE OF MEDICAL SCIENCES 


■.. ^-i: _ 

.. -,. ,cr:"''"--t:’:W^s^--. ;:C' 

































































In tune with the times! 



EASTERN ECONOMIST 


JUNE 9, 1978 


CK3I-1/78 













iroi.it m» 

; " . 

LMdltS Aitlttiiv 
4m ttoii tM iMwct HI* ••Hi? 
MlMlKMrMT,, 

BHralfil. OKHalMHtfMi* 

laldta A ttmirth e*iiir* WIIIiohI 

BmwUi' 

BapHi^s C^Ktoit 

Point «f VioMT 

Katli Ptennlfig In Suftiar Industry 

***K S ^nstry 

B^^lnlMiitly In Piiblte Stetot 
UndvrMjkIno*—M< P*lanl*«inl 

Window on tho Worid 

UtUWwt IM$ In Aid to 
DayntofHng W«fld 

Movino Fingor 
Trado Wind* 

Steel Prices increased; Ad* 
ranee income Tax Payment; 
Dealer to Dealer Sale of Gold 
Banned; Concessional Levy on 
Sugar; Expert Group on Small 
Savings; Nurseriss for Higher 
Cotton Yield; HUOCO Loan for 
Housing Pro]ecto; AgricultursI 
Credit Institutions in UP; 
National Awards for Export 
Performance; SEEPZ’e Pro¬ 
gress; Encashment Facilities 
for Tourists; Woollen Knitwear 
Decanaliaed; Record Export to 
EEC; Soviet Order for Texproell; 
Monitoring of Sick Mills; IDA 
Assistance for Fruit Process¬ 
ing; US Treasury Decision on 
Textiles: Soviet Foreign Trade: 
Container Unit in Duhai; Names 
in the News 

Readers' Roundtable 

Intereat Tex end'the 'Oivlelble Peel’ 

Company Affairs 

Central Bank; Britiah Paints; 
Ahmedabad Advance; Bharat 
Commerce; Usha Martin Black; 
Enfield India; Dunlop India; 
Maneklal MHIs; Indian Hotels: 
Svadeshl Mills; Llcepces and 
Letters of Intent 

Company Meetings 

Aehek Leylend Ltd 

Tube Investments et India kid 

SueatKeen Wmiema Ltd 

Reconta mid StaNettes 

Fliieneee of Lsrse MUto 
Umitod Cemirtnies 


itas4i 


tl4S>48 


CerpemtoSeetor 


Has the entered his soul? 

Ws ASB indeed happy Aat the Home miaistet’s convalesoence is beiag speeded up 
also by assistance other dpm inedioal. Mr Ram Naresh Yadav has been ccmfimed 
as chief ndnister of Uttar Pradesh, but more than this, there is the good news that 
the productioa of steel has falfen thanks to the acute shortage of both power and 
coal. The SAIL is therefore finalising contracts for the import of one million tonnes 
of ooai this ySir. Simultaneously, it is also planning to import 1.2 million tonnes 
of steel in the current yew to make up for the shortfall in the domestic ou^ut. A 
long-term programme enidsages an average annual import of one millioa tonnes of 
steel for the next five years. At this rate, Mr Charan Sink’s fiequently articulated 
dnamof an India whidi would be importing most of the products of heavy or large- 
scale industry and paying for these imports by cjqHxting foodgrains and other farm 
commodities will at least be fulfilled in otw of its two parts. 

There is, of course, also a surplus of wheat stocks in the rountry and the Food 
Corporation of India is reportedly embarassed by these riches. Unfortunately while 
many steel producii^ countries may only be too |dad to sell this material to India, 
there are not many wheat importing countries which are queueing for what we may 
have to sell of this commodity. But then, ndiy should we worry? After all the coun¬ 
try has some foreign exchange and by the time it is exhausted, it is just possible that 
this country may have established export markets for a whole range of prodnoe iftom 
its fields, startieg with the muior cereals and ending perhaps with medkinai herbs 
from the sub-Himalayan hills and valleys. 

Serioudy, it is high time that the Janata leaders had realised that they would 
be ddog their counbymen a great favour if they only supped playing factional 
politics with the country’s industrial future. Mr Charan Singh will find that he is 
being taken less and less seriously ifhecontinhes to campaigoin an irresponable 
manner against the broad-based industrialization of this country. Nobody disputes 
the importance of promoting smalLscale industry or even cottage industry at their res¬ 
pective levels of appropriate technology in manufacturing or marketing. It is no lon¬ 
ger necessary to argue fiercely thkt, in many areas of production, small-scale indus¬ 
try could be competitive tnlts employment of scarce resources and socially desii^Ie 
in its utilization of the more abundant resources, particularly muipower. But, uhkfs 
one were to shut ones eyes stubbornly to realities, one cannot fail to see that India 
cannot and should not dispense with large.^le industrialization since this mode of 
industrialization is also essential to the steady improvement of the standard of living 
of our peoide through ttie t^timal utilization of the nation’s material and human 
fticilities or opportunities, 

Mr Charan Singh, of course, etgoys an unfair advantage in the debate* since he 
Kfnses to*speU out what precisely his opposition to large-scale industry or even 
heavy industiy is. Does he advocate the dismantling of such ofthese industries as 
are already in existence or does he suggest that they should be starved to death by 
being dented expansion, modemizatiem or even mere mainteoanoe? He has bemi told 
again and again that there are numerous and essential luks of interdependence bet- 
ween atricolture and industry and, within industiy, between the small-scale sector 
and ttie large-scale sector. Ihett is (^ course the realissoc of coordination of the 
eomjdementary developments of all these areas of the ecemomy and a great many 
countries, ineluding the United States and the Soviet Union, have tried to de^ with 
(his problem in the li|ht of thek varying requirements or sochd or economic ob^o- 
tives. Indf t too must make a similar attempt but this attempt will looeeed <»iy if it 
isfiea from obscurantism and uninflaenced by unreason. Ri^t now the government’s 
import poliqy is mov^'towards expottng Indian inehwtries to international compe- 
tltioB, while its export pfiicy is eajhaxizing progress in export earnings through the 
export of goods with a eemtent of value added by maWactuie. In mm stiietty 



domestic femu, again, ow major indus¬ 
tries, including some of the essential 
consumer goods industries, liave fanga 
needs of renewal of madiinery or instal¬ 
lation of new manufacturing facilities. 
In these circumstances, it will be a 
betrayal of the country’s interest if poli¬ 
tical pressure from any quarter were to 
succeed in discouraging fhrther invest¬ 
ment in the large-scale industrial sector, 
including the heavy industry sector. 

Recently, Mr Nana ,l>eshmukh visited 
some countries in east Asia viz. South 
Korea, Japan, Hong Kong, Thailand 
and Singapore. He speaks enthusiasti¬ 
cally of the prosperity of the South 
Korean people and writes: 

“The government has pra^natically 
and intelligently gauged what the Korean 
people want and how to go about getting 
it. There is no mistaking that what they 
want is the good lift—a home, a car, a 
refrigerator, TV, cooking ranges, Hi-Fi 
music, good clothes, the whole works. 
The government tells them that this is all 
eminently possible and that they should 
have all th's and more in quality and at 
competitive prices.” 

farmw nHlunnen 

About the industry-linked affluence of 
the Japanese farmers, MrDeshmukh has 
this to say; 

“The Japanese industry, through adver¬ 
tising and other methods, has created an 
yearning in all their farmers for the good 
things of life normally associated with 
city people. And the farmers now realise 
that these things could be bought only if 
they make their farms produce more and 
more." 

Summing up his experience of the tour, 
Mr Deshmukh reports : 

“In all the countries I visited, there 
appeared to be well-thought-out, attain¬ 
able economic goals with whicb most 
people seemed frilly acquainted. People 
seemed to be aware even of the interim 
progress made. As evidence of progress 
made, there were bourgeoning trade figur¬ 
es, more prosperity, more money in the pay 
packets, new buildings, new roads, new 
gardens, new tedmologies, new products 
and even higher goals. In these countries 
there was such precise coordination of all 
economic activity that to me it seemed 


as if a supreme coasmander was survey¬ 
ing tilf scene ^and isauing orders and an 
(ARyiqg. out 1h|Barprde|s4’& ' 
ihdceedinK Atr beahmu&h obs«h«s: ‘ 
“11|e governments k these countries 
seem to have made a conscious effort to 
creatp in people a desire for the comforts 
of lifr. Nowhere I heard any slogans for 
saaificing this or sacrificing that. If 
there were any slogans at all, then they 
were extolling people to do this, to enjoy 
that, to acquire this, to go on a holiday.” 
Mr Deshmukh concludes: 

“Lastly, there is no sin atuwdwd. to 
wealth or to making mon^r wherever I 
went. In Korea, Japan and Singapore 
companies are quite ^avily taxed. But 
the taxes are considered reasonable in 


The Commerce minister, Mr Mohan 
Dharia, has disclosed that the govern¬ 
ment of India is considering a proposal 
to impose rigorous imprisonment on 
exporters who ship sub-standard goods. 
Inaugurating the annual general meeting 
of the All'India Manufacturers Organisa¬ 
tion rTamil Nadu) in Madras recently, 
Mr Dharia said that his ministry had for¬ 
warded to the Law ministry a suggestion 
to the effect that exporters of sub-standard 
goods should be made liable to suffer 
imprisonment upto three years and that a 
bill for this purpose was likely to be 
iatroduoed in parliament in the next 
session. He remarked that such exporters 
brought a bad name to the country and 
to the business community and therefore 
the government had to think in terms of 
drastic and deterrent punishment to pre¬ 
vent offences of this type. 

Mr. Dharia is, of course, justified in 
expressing concern at the indiilbrent 
quality of Indian goods and in stressing 
the need for improving our image in 
foreign couniries. His statement seems 
to give the impression that complaints 
against the quality of Indian goods have 
increased in recent months. Is this really 
so? Has the Commerce ministry compiled 
the statistics regarding the.nuiqbw, of 
Mwh complaints over a period of yean? 


terms of the ser«i«Ni|i mwwifil l-/ hud 
enviidbiient the gdfvetmiiM 
The efi^ve 

use an#ttia«itiHm Imglhlny ef|MttMmi 
ties to see and experience fhr himeelf how 
the tax coOeeted is leaUy working for 
him, for his community and for his 
country. . . . Eqjoyt»*’°^ 
joys, its adventures, its riutilenges, its 
achievements seemed to be a religion to 
the peoples of the countries 1 visited.” 

In the Janata party, the former Jana 
Sangh and the former BLD leaden are 
rumoured to be political bed-fellows. 
We suggest that Mr Charan Singh and 
Mr Nana Deshmukh exchange some 
pillow talk on the economic affltin and 
problems of our country. 


What precisely is the nature of these emn- 
plaints and from which countries have 
they come? The ministry should care¬ 
fully examine these and other relevant 
issues before thinking of imprisoning 
exporten of sub-standard goods. 

We shpuld remember that the govern¬ 
ment has been enforemg quality control 
measures on the export of a wide range of 
goods for the past several years. Under 
the Export (Quality Control and Inflec¬ 
tion) Act of 1963 several measures have 
been taken to ensure that our goods con¬ 
form to certain specifications. The Export 
Inspection Council has been frmetioning 
since January 1, 1964 and itissuiqios- 
ed to control all activities relating to com¬ 
pulsory quality control and pre-shifunent 
inspection of export goods. This council 
has its main offices, in Calcutta and Delhi 
and regional ofikes in Bombay and 
Cochin. There are also nearly 50 sulv 
offices shoated at important centres of 
processing and export. Besides, several 
agencies in the private sector have also 
been authorised to carry out pre-shipraent 
inspection. How is it that, ia spite of all 
these arrangements, we continue to get 
more complaints a^t quality? It should 
be realised, however, that the value of 
our exports is of'the order of Rs 5,000 
creres per year and, tiwtefore, even with 


Jail for exporters? 
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the besfcefficirts, it twill not be posdble to 
elimiiu^ comfkfaunte altofetlier. ' But; 
surely, jtt should be a cause (iM'cnnoo^ 
the Dumber of eotniriaints, instead of 
dimlnidting. is increasing and they ate 
also of a serious nature. 

It is relevant to recall that the Export 
Poli^ Resolution, adopted by pwliament 
ui 1970, had said that the government 
should rigtdi^ enfoioe measures to control 
quality. The resolution had observed; 
‘<As the quality of production for export 
needs special attrition governmoit will 
strengthen, expand and intensify its 
policy of compulsory quality control and 
pre-shipment inspection. The provisions 
of the Quality Control and Pre-shipment 
Inspeotion Act will be rigorously enforced. 
The Export Inspection Council of India 
which is assisted in the implementation of 
compulsory quality control and pre-ship¬ 
ment inspection by the Indian Standards 
Institution and by the Directorate of 
Marketing and Inspection, will endeavour 
to improve the efficiencies of its services 
so as to reinforce the confidence of over¬ 
seas importers in the authenticity of its 
certiGcates of quality.” Mr Dharia should 
enquire to what extent these provisions 
of the Export Policy Resolution have been 
implemented and why, in spite of them, 
his ministry continues to receive com¬ 
plaints about the quality of Indian goods. 

quality control 

At present, the Compulsory Quality 
Control and Pre-shipment Inspection 
Scheme covers nearly 800 commodities, 
including fish and fishery products, 
edible nuts, spices and condiments, 
tobacco, essential oils, fruits and vege¬ 
tables, chemicals and allied products, 
engineering goods, textiles and footwear 
and its components. For most of these 
Items, export promotion councils have 
been functioning for the past several years 
and some of them are indeed well orga¬ 
nised. But it seems that they have not 
been able to make much of an impact in 
ensuring the proper quality of their pro¬ 
ducts. It is significant to note that com¬ 
plaints have been made against the quality 
of Indian cotton textiles even by some of 
the largest importers of Japan and some 
of them are reported to have lost interest 
in buying from our country. Indian ready¬ 


made garments are sgid to have dis- 
opptfinted Japanese importears because of 
tbeir bad stitchirg and cutting and 
itregular matdiing. Jaiumese bushiess- 
men are also rqwrted to have expressed 
dissatisfaction with the quality of Indian 
cashewnuts, spices, coifflw and several 
other products. 

While, on the one hand, foreign buyers 
have complained about the laxity of our 
quality control measures, on the other 
hand, Indian industries have voiced their 
grievance that they have lost export 
orders because of the rigid adherence to 
certain standards. For example, some¬ 
time ago, the jute industry said that 
Argentina had ceased to import our jute 
goods because the government of India 
did not permit the export of some varieties 


on the ground that they did not coatply 
with the prescribed speoifiootions. 
Argentina wanted to import some cheap 
tjqie of jute goods and since New PelM 
did not permit their export, that country 
got them fi-om Bangladesh. The Bidiao 
jute industry has said that the govern¬ 
ment has been enforcing the specifications 
of the Indian Standards Institution in 
sudi a manner as to increase the cost of 
our goods to overseas buyers. 

Mr Mohan Dharia. theredbre, should 
not assume that his ministry can Imi^ove 
the quality of our goods merely by pro¬ 
viding for rigorous imprisonment to our 
erring exporters. The problem has to be 
tackled from various angles to which the 
ministry should give careful considera¬ 
tion. 


Foreign collaborations 


The government has drawn up a com¬ 
prehensive list of industries in which 
foreign collaborations are not to be “nor¬ 
mally" permitted. The list mentions a 
host of industries under 31 broad heads 
which include engineering, chemicals, 
dyestuffs, drugs and pharmaceuticals, 
paper and pulp, food processing and 
vegetable oils and vanaspati, consumer 
goods, leather and rubb^ goods, cement 
and ceramics products, agricultural im¬ 
plements, timW products, etc. This list 
is intendted to serve as a guide for the 
Indian as well as foreign entrepreneurs in 
exploring the area for arranging collabo¬ 
rations. Hitherto, this objective was 
sought to be attained by indicating the 
industries in which foreign collaborations 
were allowed and also simultaneously 
making available data about the existing 
capacities which could suggest the scope 
for additions to capacity. 

The new approach, developed presum¬ 
ably on the plea of foreign investors, un¬ 
doubtedly marks an improvement on the 
practice followed hitherto as investors 
will now have a clear idea about the col¬ 
laborations that can be cleared. Another 
important step which is proposed to be 
taken as a follow-up to the drawing up 
of the above list is the delegation of 
powers to the admimitrative ministries 


so that they themselves can clear the pro¬ 
posals for foreign collaborations subject 
to the broad guidelines to be laid down. 
These guidelines are expected to be fina¬ 
lised soon. It has been clarified, however, 
that the proposals envisaging equity 
participation by foreign collaborators 
will continue to be cleared by the Foreign 
Investment Board as hitherto and that 
the provisions of the Foreign Exchange 
Regulation Act will have to be adhered 
to strictly. 

It is heartening to note that some flexi¬ 
bility has been provided for by the 
government even in regard to the items bar¬ 
red to manufacture with assistance from 
foreign collaborators. The production of 
items figuring in the list which will not 
be “normally” permitted for foreign col- 
laborations implies that assistance from 
abroad may have to be considered some¬ 
times in view of new technological 
advances as well as in cases of possible 
shortfall in domestic production calling 
for the expeditions augmentation of 
capacity. It is only proper that where 
capacities have to be augmented, they 
should be expanded on the most modern 
lines in the interest of containing'produc¬ 
tion costs. 

A significant point to be noted about 
the list is that its restrictive impact may 


lAHlRlI gOONOjUBT 


1113 


iunb9, 1978 



not be as formidable as feared in view of 
the competence already developed by our 
entrepreneurs in manufacturing a vast 
variety of items. A sizeable number of 
items Included in it have already b^ 
reserved for manufacture in the small* 
scale sector. It would have been fhtile 
to attract foreign collaborations for their 
production. To mention only a few, 
these items include agricultural imple¬ 
ments and machinery (manual and ani¬ 
mal drawn), bicycles and parts, building 
bricks and roof tiles, ordinary castings 
and cast iron, conduit pipes, railway 
points and crossings, winding wires and 
strips, hand tools, steel files, crown corks, 
bolts and nuts, and several chemicals. 
The list also contains a fairly large num¬ 
ber of sophisticated products. But in 
several such lines we already have a good 
deal of unutilised capacity with the result 
that further additions to capacity obvi¬ 
ously will not be required for several 
years. Such items include domestic air- 
conditioning equipment, domestic refrige¬ 
rators, etc. Our own research and deve¬ 
lopment efforts, which are gaining mo¬ 
mentum, too required curbs on foreign 
collaborations. 

naad for otroamllning 

The foreign exchange situation, which 
can be expected to continue to be com¬ 
fortable for quite some time, has also 
warranted the streamlining of foreign 
collaboration requirements and modes for 
the simple reason that it is no longer 
necessary to have foreign collaborations 
for getting new projects cleared. That 
was one of the major reasons for the 
spate of foreign collaborations till a few 
years ago as foreign-coliaborated pro¬ 
jects then stood a better chance of getting 
cleared. In the initial stages, equity 
participation by foreigners was also 
favoured with the same end in view; it 
augmented the scarce foreign exchange 
resources. In the more recent years, this 
preference has, by and large, yielded 
place to technical collaborations. In 
1974, for instance, as many as 3S9 
ventures were accorded approval to be 
set up with external assistance. Of these, 
only 33 bvolved financial paticipation to 
the tune of Rs 6.71 crores. Earlier, 
financial partiebAtion used to be 


in a much huger aunber of cases. In 
1975/1116 total number of coHabora- 
tionst^iproved declined to 279. these, 
40 imvolved financial participation fSrom 
abroad to the extent of Rs 3.28 crores. 

Tbe total number of collaborations 
approved in 1976 was 281. Thirtynine of 
these cases provided for financial partici¬ 
pation of the order of about Rs 7.26 
crores. In tbe first three quarters of 
1977, 156 cases of collaboration were 
approved. They contained 21 cases of 
foreign investment, the Quantum of 
foreign investment«being a couple of 
crores of rupees. 

Some further decline in foreign colla¬ 
borations may be expected in the future. 
But this will not be merely the result of 
the new approach, which only facilitates 
matters for the Indian as well as foreign 
entrepreneurs. A possible decline is 
otherwise built into the new orientation 
given to the industrial policy. The ambi¬ 
tious programme for the development of 
small, cottage and village, industries 
apparently is not dependent on foreign 
collaborations. The development of the 
large-scale industry, both in the public 
and the private sectors, during the cur¬ 
rent Plan period has to be largely supple¬ 
mental to the requirements of the decen¬ 
tralised industrial sector and agricultural 
and rural development. The emphasis 
in the large-scale sector is to be on com¬ 
pleting mostly the on-going projects and 


8Ugm<|ttiag (ff oapadiy in dm lines whme 
shcHttacedenn be expected to arise aftet 
c^imnm utilisation of the installed osptr 
cities. 

No change is envisaged in the broad 
approach to foreign investments and col¬ 
laborations. They ore welcome in areas 
of sophisticated technology and export- 
oriented units within the overall industrial 
poli^. Foreign technology has to be 
adapted to tiie Indian conditions through 
research and development effort In 
areas where foreign technological know¬ 
how is not needed, existing collaborations 
will not be renewed and foreign com¬ 
panies operating in such fields will have 
to modify their character and activities in 
confirmity with the national priorities 
within the framework of the Foreign Ex¬ 
change Regulation Act. Complete free¬ 
dom is being ensured in the case of all 
approved foreign collaborations for re¬ 
mittance of profits, royalties, dividends 
as well as repatriation of capital, subject 
to the rules and regulations common to 
all. As a rule, majority interest in owner¬ 
ship and effective control is meant to be 
in Indian hands. Exceptions are made 
only in highly export-oriented and/or 
sophisticated technology areas. In ex¬ 
port-oriented cases, government gives 
consideration even to fully-owned foreign 
ventures. Outright purchases of foreign 
technology are prrierred to the extent 
possible in fields where only technology 
imports are needed. 


rra'^') 



Now, ion’t you foot Uke promulgating an amargany to saira tha na^n? 
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Hfildia—a growdi 

without growth 


ALTHOuaH THB ottotfal governtnent hsd 
informed Wmt Bmigal last year that 
Hatdia would have only a ship repairing 
yard and not a shipyard, Mr Jyoti Basu, 
the chief minister, had expressed the 
hope that New Delhi would reconsider 
its decision. The state government had 
reiterated its view that a ship repairing 
yard oould be no substitute for a shipyard 
and that Haldia’s claim for the latter was 
clearly and convincingly justified both on 
technical and economic grounds. Business 
organisations in West Bengal had also 
strongly and unanimously urged the 
government of India to set up a shipyard 
in Haldia in view of its enormous emp¬ 
loyment potential, the availability of 
abundant skilled labour and the existence 
of a well developed engineering industry 
in the state. But from the statement of 
Mr Chand Ram, the minister of 
state for Shipping, in Lok Sabha on 
March 15, it is certain that Haldia will 
have only a ship iq>airing yard. He 
told Mr Jyotirmoy Bosu that though the 
one-man Baveja committee had reported 
in favour of locating a shipyard in Haldia 
the government of India found that, on 
the basis of techno-economic surveys con¬ 
ducted by foreign consultants, Orissa and 
Gujarat were better suited for this pro¬ 
ject. The minister said that the global 
tenders had been invited by April IS, 
for constructing the shipbuilding yards 
at Paradeep and Hajira and that there¬ 
after a final decision would be taken. 

The rejection of Haldia’s claim for a 
shipyard has naturally caused deep dis¬ 
appointment in West Bengal. The deci¬ 
sion is regarded by many as one more 
instance of the central govmnment’s 
discrimination against the state. Mr 
Jyotirmoy Bosu expressed this feHing in 
Lok Sabha when he said that the 
group of foreign consultants was con¬ 
stituted only with the motive of scuttling 
the establishment of the shipyard in 
Haldia. Mr Chand Ram’s disclosure that 
the jveliminary iwoject r^Kirt from the 
foreign consultants had bm obtmned be¬ 
fore the Janata government took over is 


unlikely to carry much conviction in 
West Bengal. The minister added tiiat a 
ship repairing yard would provide more 
employment to the pecqrle than the ship¬ 
building yard. 

But has the ministry of Shipping 
made a study of the enqdoyment potenti¬ 
al of the ship repairing yard vis-a-vis the 
ship building yard? The West Bengal 
government also has not made any 
analysis of this aspect. However, the 
general impression of the state govern¬ 
ment and the industrial associations is 
that the shipyard will definitely generate 
more employment, direct and indirect, on 
a regular and remunerative basis than a 
ship repairing yard. The rate of annual 
growth of employment in West Bengal was 

1.94 per cent against the all-India rate of 

2.94 per cent. The share of West Bengal in 
the all-India employment in the organis¬ 
ed sector steadily declined from 13.09 
per cent in March 1971 to 12.46 per cent 
in March 1976. In this background, it 
was hoped that the location of a shipyard 
in Haldia would create vast opportuni¬ 
ties for new employment, besides helping 
to revive the engineering and other in¬ 
dustries which were hit by prolonged re¬ 
cessionary conditions. 

Though the rejection of Haldia’s claim 
for a ship building yard is a matter for 
regret for West Bengal, the state can 
derive much benefit from a ship repairing 
yard, provided it is set up expeditiously 
and the central government sees to it 
that it gets a regular flow of orders. 
Moreover, if a shipyard comes up in 
Paradeep, it will have a favourable im¬ 
pact on the economy of West Bengal 
since the latter’s industries can supply to 
it various components and materials. 
Mr Jyoti Basu’s government had said in 
its industrial policy statement that «the 
industrial development in any eastern 
stmewill, by and large, also contribute 
to the well-being of West Bengal’s eco¬ 
nomy.” It is obvious therefore that West 
Bengal will also stand to gnm from the 
ship building yard proposed at Paradeep. 

Apart frmn the ship repairing yard, 
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thme are other large jaojects tidiich axe 
contemplated in Haldia. One of them is 
the petro-chemical complex. The West 
Bengal Industrial Development Coipora- 
tion has secured letten of intent from 
the government for the manufacture 
of ethidene oxide, ethylene glycol, 
diethylene glycol, polyvinyl chloride, 
high density polythelene ethylene, pro¬ 
pylene, pyrolysis gasoline, butadiene and 
benzene. The investment in these projects 
is estimated at Rs 160 crores. There is 
also the integrated fertiliser, soda ash 
and methanol project at Haldia in the 
central sector with an investment of 
Rs 223.04 crores. Both die central 
government and the government of West 
Bengal should take effective stq>s for the 
expeditious hnplementatton of all these 
projects. 

potro-ehomlcal cojnpUx 

Last year Mr H.N. Bahuguna assured 
the state government that his ministry 
would immediately give its approval 
to a petro-chemical project. But it 
is not clear at what stage it stands at 
present and bow soon it is likely to 
be completed. Meanwhile, investors 
from Japan, Britain and West Germany 
are reported to have shown some intmest 
in collaborating with this project. But in 
view of the suspicion and distrust that 
the state government shows towards 
foreign firms and the large houses, it 
seems doubtful if the project can fiwrf 
enthusiastic collaborators either from 
within the country or abroad. 

The shortnge of power, water and 
other infrastructure facilities in Haldia 
has also been a major impediment. 
Though Haldia was identified as a 
growth centre many years ago, there has 
been hardly any growth mainly because 
of these constraints. The government of 
West Bengal therefore should give high 
priority to the development of infra¬ 
structure, especially power. The havoc 
caused by the scarcity of power in the 
Calcutta area has received much publi¬ 
city but it is not well known that its 
impact in the districts has beeif more 
severe, with load-shedding in some places 
lasting as long as 10 to 18hoursi Clearly, 
the crying need of West Bengal is for 
more power rather than for more powers. 
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fl^VUI^niivest in 

NATIONAL 
^ DEVELOPWENT 

BONDS 

NATIONAL SAVINGS 
CERTIFICATES 

InvestmMits in National Davalopmant Bonds/National Savings Cartlfleataa 
continua to ba allgibla for axamptlon from Capital Gains Tax. 


If you have sold or intend selling 
any property—house, land, 
factory, machinery. Jewellery, 
stocks and shares, other 
capital assets^—^bought 
at least 3 years earlier, 
you can still claim completa 
exemption from tax by 
investing the sale proceeds 
in the National Development 
Bonds/National Savings 
Certificates 
within a period of 6 months. 

These Bonds/Certificates are 
a very good investment 
even otherwise, as revealed 
by the table alongsTde. 

fot turthtf Informathn, ph$n eenttet: 

■ An Authorleed Agent, or 

■ District Savings Officer, or 

■ The Nearest Post Office, or 
N Regional Director (National Savings) 

of your region. 


BENEFITS AT A GLANCE 


Security 

5>YEAR 

NATIONAL 

DEVELOPMENT 

BONDS 

(Rs 

7-YEAR NATIONAL 

SAVINGS 

CERTIFICATES: 

V ISSUE 


Return 

13% per annum simple 
paid at maturity. Interest 
accrues on yearly 
basis for Income-tax 
purposes. 

. too grows to Rs. 165) 


IV ISSUE 
HI ISSUE 
II ISSUE 


10.25% per annum 
compound paid at 
maturity Interest 
accrues on yearly 
basis for Income-tax 
purposes. 

(Re. 100 becomes Rs. 200) 

10 26% per annum 
paid annually. 

$% per annum paid l 
annually. I 

6% par annum compound I 
paid at rraturity. • 

(Rs. 100 amounts to Re. 160) 


Interest 
up to 
Rs. 3000 
per year 
is free of 
Income-tax 


Compiataly 

tax-free. 


M/mm unnt muaam 
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R. €• UmnMift 


GaM policy • Power for imhistry • Coal 
onrkotmg • Outlook for pubos 


Two iMPCATAMT modifications have been 
made in the policy regarding gold auc¬ 
tions. The first is that the sale of gold 
obtained by a dealer through auction 
the Reserve Bank to another dealer has 
been hanned. A few days ago, the bid¬ 
ders had been asked to carry the allot¬ 
ment of the gold received by them against 
their bids to the places of their opera¬ 
tion, instead of selling it in Bombay it¬ 
self at a premium in view of the high 
ruling prices. The ban on the sale of gold 
by a dealer to another, now imposed, is 
to provide a legal sanction to the above 
earlier order. 

The second modification efibcted is 
that for the next (fourth) auction, whicb 
is to be held on June 14, the Reserve 
Bank will be entertaining bids also from 
the cooperative societies of goldsmiths 
which are licensed to deal in gold. 
Hitherto, bids were invited only from the 
authorised dealers. 

th« modifleafions 

Under the first modification, while the 
sale of gold by one dealer to another has 
been banned, the dealers have been alio, 
wed to transfer at one time the gold recei¬ 
ved by them against their bids to certi¬ 
fied goldsmiths in quantities not excee. 
ding 100 gms for the putpose of making 
ornaments. They themselves can also use 
gold for this puipose as well as for 
manufacturing other articles. 

The two modifications have been made 
with a view to ensuring that gold sold 
by the government through the Reserve 
Bank auctions reaches goldsmiths and the 
actual consumers at a reasonable price. 

Although the results of the third auc¬ 
tion, announced lopt ^e^-end, are signi¬ 


ficant inasmuch as the spread between 
the lowest and the hipest bids accepted 
has narrowed down considerably, reflect¬ 
ing the feeling among trade circles that 
with the end of the recent marriage sea¬ 
son, the market price of gold will stabilise 
at lower levels, an important point to be 
noted is that the reserve price continues 
to be maintained at ibe level of the 
second auction, i.e. Rs 630 per 10 grams 
of standard gold. 

first auetfon 

The results of the first auction 
suggested that the reserve .price had 
been fixed at Rs 620- It presumably 
was raised for the second auction to 
Rs 630. The bids accepted hi this auction 
ranged in price from Rs 630 and Rs 673. 
The spread between the quotations in fee 
first auction was from Rs 620 to Rs 663. 
In the third auction, it has narrowed 
down to Rs 631 to Rs 655. 

It remains to be seen whether the re¬ 
serve price will be lowered for the fourth 
auction which is to be held on June 14, 
as not only the recent marriage season 
has come to a close but also the demand 
fm gold Jby peasantry, following the sale 
of rabi crops, would subside in the near 
future. If this is not done, it can be ex¬ 
pected that the quantitative sales at the 
next auction will go down further, 
Whereas in fee first auction, only 492.<i 
kgs of gold were sold, fee sale in fee 
second auction amounted to as much a» 
1,498.7 kgs. The third auction has re¬ 
sulted in the sale of only 1,204.4 kgs. 
The sales efiboted so far, thus aggregate 
to 3,195.7 kgs. 

The lower sales at the third auction 
have again imparted a hardening ten¬ 
dency to the price of gold, which hatl 


comedown slgnttnuitty hefeow fidamw- 
tion. Vfee salet are rretrictad flitfeer in 
the fourfe auction by keeping the reserve 
price hi^, fee stock in the market ap¬ 
parently will remain very limited, ^s, 
indeed, will be a bullish factor unless 
supplies get augmented by smuggled 
gold, even though the demand hence¬ 
forth will be at a low ebb. The current 
price of gold, indeed, is suflteiently higher 
than the international price, fenuggling 
cannot be stopped as long as the spread 
between the international price and the 
domestic price continues to be around the 
current magnitude. In feet, some arrivals 
of smuggled gold have bm reported a 
few days ago. 

no nlatuloiy control 

The government does not appear to be 
in favour of introducing a statutory price 
control on gold, as indicated by the wifwi- 
ster of state for Finance, Mr Satjsh Agar. 
wal, a few days ago, for it considers that 
it may not be possible to implement 
a measure. Some other modifications in 
the geld poliqr, however, are not ruled 
out, at indicated by Mr Agarwal. He 
had observed that advances by banks 
against gold beyond a specified Umit 
might be stopped and gold might be sold 
directly to goldsmiths to benefit the con¬ 
sumers, eliminating the intermediate 
dealers. Government gold might also be 
made available for sole at centres other 
than Bombay. Another important step 
that might be taken is reduction in the 
limit under the Gold Control Act for 
possession of gold from 2 kgs to one kg by 
individuals and from 4 kgs to 2 kgs by 
families. It is also envisaged to intensify 
intelligence to ensure that gold sold by 
the government does not pass into the 
hands of black marketeers. 

Incidentally, the scheme for making 
available gefid at the intemationa] price 
against exports of jewellery is yet to be 
fiiuilised. It is also said to be acting as 
a bullish factor in the market. Energetic 
action in this connection is urgently 
called for. 

* • 

Addressing the annual general meeting 
of Punjab, Haryana and Delhi Chamber 
of Commerce and Industry last week, 
the minister for Industry, Mr George 
Fernandes, made a significant ofier to all 
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sections of industry with a view to imti- 
gating the rigours ^ power shortage. He 
offered that incentives could be provided 
to all industries for setting up captive 
power plants, as had been done in the 
case of the cement industry. 

Referring to his pronouncements in the 
recent past about the breaking of the 
hold of some families on industrial enter¬ 
prises he clarified that his primary aim 
in making these pronouncements was to 
initiate a debate on the issue so that a 
satisfactory solution could be found out. 
He desired that a dialogue should start at 
three levels In this connection-^between 
'the government and the group of 20 large 
houses, between the government and the 
small industry and between the govern¬ 
ment and professional managers of both 
large and small undertakings. He felt 
that following his and the Steel minister, 
MrBiju Patnaik’s observations in this 
regard at the last annual general meeting 
of the Federation of Indian Chambers of 
Commerce and Industry, a virtual tirade 
had been launched by the large business 
houses against him and the above propo¬ 
sal. This was not warranted. He opined 
that the feeling that his observations 
would affect the morale in industry was 
reroneous. 

* m 

Coal India Limited (CIL) is envisaged 
to be restructured soon. Under the re¬ 
organisation plan> it is proposed to pro¬ 
vide greater authority to its subsidiaries 
in so far as production is concerned, 
leaving policy matters and long-term 
planning and issues to be handled by 
CIL. 

A central marketing division has been 
created under the holding company to 
look after the marketing of coal which 
hitherto was being done by the subsidiary 
companies under the reorganisation effec¬ 
ted a couple of years ago. The different 
subsidiaries were playing the lead role in 
the regions earmarked for them and were 


siiMdiary asmpnnlng. 

ed in lookiiig after Osrhlilritofng of cdal, 

ai« being taken over/by tbe newmadtot* 

inf division. It Is jpreposed tp lemrga^ 
nise the marketing ayitem by establish^ 
ing new or stfengthening the existing 
branch offices par^larty in the ma^r 
consuming areas. Some of the existiiy 
offices will be closed down. The booking 
of orders for the sale of coal would 
henceforth be catered for by the new 
division. The consumers^ thus, will be 
required to deal only with one agency, 
instead of different subsidiaries in case 
they derived their requirements from 
more than one subsidiary company. 
The marketing division is expected to 
draw up a new rationalised distribution 
policy. 

major daparturo 

A major departure that is being effec¬ 
ted in the marketing system is that the 
suppliers will no longer be responsible 
for delivering coal to consumers at des¬ 
tinations. Arrangements for the coal 
movement from the pitheads will have to 
be made by the consumers themselves 
after receipt of allocations from any 
branch of the new division. This has been 
done evidently in view of the deteriora¬ 
tion in the availability of railway wagons 
which has led to a significant increase in 
the movement of coat by road during the 
recent months. 

As a sequel to the movement of coal 
by rail becoming difficult and also owing 
to the recent strike at the Singareni coal¬ 
fields (which has necessitated large sup- 
plies being arranged from east India to 
the southern states), the government is 
understood to have decided to revive 
the subsidy scheme for coat despatches 
by sea. 

The difficult situation which arose last 


Ni^aad 

llgrymm suggacting to fhgm ibme 
fttute governiiiiiiti Aould make ooaoected 
uflbrts at buMasIng tbt pfodwslitm of 
arhar during the comity Kliertf aeigon. 
It has been feconmeiidad thiU the use 
ofshort-diuration hlgtuyteldiiig vgrieties 
of arhar, which can be harvested before 
the next wheat crop should be encourag¬ 
ed. Fanners should also be prevailed 
upon to divert sexme area under irrigated 
maize to the growing of shoit-dumtion 
varieties of arhar. They should be able 
to do this as arhar cultivation yields a 
better return than growing of maize. 

The strategy to boost the production 
of various other pules is also being pur¬ 
sued vigorously. Most of these pulses are 
grown in tbeKharif season. The strategy 
includes extending the acreage under cul¬ 
tivation of pulses through xnter-cropping, 
Isrge-scile application of phosphatic fer¬ 
tilisers, adoption of ne^-based plant 
protection measures, rhizodial culture, 
cultivation of moong and urad in rice 
fallows, etc. 

short-run strategy 

The above strategy has been designed 
for the short run to expeditiously raise 
the output of pulses. Concerted action 
has also been initiated to strengthen re¬ 
search and development programmes for 
evolving new high.yielding varieties. 

It is expected that as a sequel to the 
above efforts, the output of pulses, which 
had gone down from 13.04 million tonnes 
in 1975-76 to around 11 million tonnes 
last year, will be raised again to around 
13 million tonnes, if not more. This 
should help in stabilising their prices. 
Imports of pulses this year again are not 
ruled out though they can be effected 
only to a limited extent as was done last 
year. 


catering for the requirements of the con¬ 
sumers in their stipulated areas. With 
the creation of the new division, market¬ 
ing of coal has been centralised. The pxn- 
duction units, having been divested of 
this responsibility, will now be required 


|to jpay greater attention to production 
and quality of coal. 

|J regional and branch offices of the 


year on the pulses front, owing to inade¬ 
quate production leading to spurt in the 
prices of almost all pulses, may ease to 
some extent this year. The output of 
gram, reports suggest, has gone up signi¬ 
ficantly during the recent rabi season as 
a result of the support price for it being 
raised to Rs 125 per quintal. TheAgricul- 
ture secretary, Mr O.V.K. Rao, has re- 
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The government proposes to kecjp a 
close watch over the prices of pubes at 
the time of marketing. It will ensure re* 
munerative prices to the growers. The 
NAPED may be asked to step in to pur* 
chase pulses in case prices trad to go 
down to unreasonably low levels in the 
ioMncdiale post-harvest rush market* 
ing. 
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CiMi ptoimiiig in sugar industry 

K. 8. Sutry 


Cash plMinlno it not boiim dono oelontifleaily in our tuoar Induatry. 
Tho author, who lo an aaoiatant diroeter in tho National Pfoductivity 
Council at Madraa, rocommonda tho molhod through which it 
can ho dono in tho inloroat of both liguMity and profitability 
of an ccgoniaallon* 


‘Liquidity’ taken as ‘the ability to pay 
off debts, whenever they become due'is 
a necessary condition for the smooth run- 
niag of ray organisation. But, ‘too much 
liquidity’ gives rise to the ‘loss of pro¬ 
fitability’ and vice versa. This is the re¬ 
ason why, some of the most profitable 
concerns find difficulty in the availabi¬ 
lity of cash and vice versa. So, these two, 
liquidity rad profitability, must be bal¬ 
anced in such a way that the organisa¬ 
tion retains its liquidity and at the same 
time maximises its profitability. What is 
needed lo strike such a balance is ‘cash 
planning*. 

Cash planning which is known as cash 
budgeting is not being done scientifically, 
though its existence dates back to some 
idecades. The National Productivity 
Council of India (NPC) had recently con¬ 
ducted a diagnostic survey in the sugar 
industry with an objective to assess its 
problems and prospects. It has been ob¬ 
served that hardly 30 per cent of the 
firms do cash planning on some reason¬ 
ably scientific lines rad nearly SO per cent 
of the firms never give importance to 
such planning. The remaining 20 per cent 
of the firms do have a so-called cash 
budget but not based on any principles. 

basic rsqulrsmunf 

Basically what is needed for a cath 
plan would be the different inputs and 
outputs, their nspective quantities and 
pnees. In a sugar firm the inputs and 
outputs are sugarcane, chemicals, wages, 
establishment rad administration, main- 
lonance, packaging, fuel rad power etc., 
uid sugar, molasses, presscake etc. res- 
actively. 

In a sugar mill except the establish- 
nent and administration every other 
Variable, either input or output, is de¬ 
pendent upon the sugarcane availability. 
So the quantity of sugstcaiie availablo 


for crushing during the coming season 
must be estimated first. This estimation 
cannot be accurate since this variable is 
dependent upon some other sub-variables 
like the land under sugarcane cultivation 
in the area, the yield per aire, the irriga¬ 
tion facilities, the rate of diversion to 
khandsari rad gur manufacturing, etc. 
It is to be particularly noted here that 
though each mill has got a register of 
cane cultivators, who are supposed to 
supply cane to the mill according to the 
agreement, in practice the estimation on 
this basis does not bold good for several 
other reasons such as price of sugarcane 


POINT 

OF 

VIEW 


ofibred by the mill vis-a vis by the khan¬ 
dsari rad gur manufacturers, the pest 
control problem, the irrigation problem, 
etc. So, to have a realistic estimation of 
this crucial variable, an overall under¬ 
standing of'the situation is needed. Even 
then, since it is a question of foreseeing 
the future, it is better to use the variable 
budgeting system. 

Once this is done, the estimation of 
chemicals power and fuel required can 
be easily estimated. Further the quantity 
of cane that is available for crushing 
'decides the duration of the season. De¬ 
pending on this ate seasonal maintenance 
rad seasonal workers. So these also can 
be estimated easily. Of course, for 
seasonal maiotenance, techniques like 
productive maintenance or bieakdown 


maintoiance can also be applied. But 
PERT chart is a must for offseastmal 
maintenance, from which the estimation 
of needed Inventory comes. 

As for outputs, as was stated earlier, 
in a sugar mill the major output is sugar 
produced. This variable is dependent 
not only on the cane availability but 
also on the recovery percentage. Cane 
availability was discussed under inputs. 

qu««r practic* 

Now, this sugdr recovery is based on 
the seed variety, the milling eflficiency, 
the boiling efficiency and so on. The 
sugar mill at best can manage the inter¬ 
nal operations like milling and boiling, 
but not the seed variety unless ihe mill 
gives certain incentives to the cultiva¬ 
tors to go in for high recovery-low yield 
seeds. Here it is to be noted that the 
practice in our sugar industry is to pay 
according to the weight of the cane rad 
thus the cultivators tend to go in for 
high yield-low recovery seeds rather 
than vice versa. Though hand refraolo- 
meter, small mill test, etc. help us in 
assessing the recovery percentage, it is 
advisable to follow the variable budget¬ 
ing technique for this variable also. 

The estimation of molasses and press- 
cake is dependent upon certain percent¬ 
age of sugar quantity produced and thus 
becomes an easy task once the sugar 
production is estimated. 

So far we have discussed the quantity 
part of both inputs and outputs. But our 
sugar industry, being a governmrat con¬ 
trolled industry, faces the problem of 
price estimation. MUjor variables, viz. 
sugarcane and sugar produced, have this 
problem in common. The only course of 
action available to meet this situation is 
to follow the v^iable budgeting system, 
of course, based on the past experirace 
and intuition of the planners. . 

To explain ‘variable budgeting': Sup¬ 
pose by hand refractometer method and/ 
or small mill test method, we come to 
know that the recovery is around 10 per 


"ASiatHBOmOMilT 


1119 


jumb9. 197S 



oeot.But, naturally, are sot sore of it. cov^y peiccataiies. ,(neaae note Hiat in 
In that ease, instead of taldag 10 per a ai^ nlB iwenO.f %($Uforsn 0 e,ini*> 
cent as a landmark, we conrider maybe coM^ will make llti entke eafodatioKt 
9 3, 9.4,9. S, 9. 6 , 9.7 as probable re* usalees.) m the same way the case avail* 

Capital intensity in public 

N. Painnisami sector 

In vlow of tho ahifi in omphaaia in favour of labour Inloaaivo Induafry. 
tho author, who fa an aaalatant diroctor in Iho Rural ElocfriflcaUon 
Corporation, triaa to moaauro tho impact of capital intonaity on 
roturn in public undortaklnpa and coneludoa that an appropriate capital 
labour ratio which could maximiao tho roturn la roquirad to bo 
■ ovolvad by aelontifle appralaal of apociflc prolocta. 


The public sector undertakings which 
are directly under the control of the centre 
have grown from a mere five in number 
with an investment of Rs 29 crores at the 
beginning of the first five-year Pian to a 
formidable figure of 143 with an invest¬ 
ment exceeding Rs 11,000 crores in 1976- 
77. Save a fbw enterprises, all are suppos¬ 
ed to be capital intensive. Ail are prone 
to vicissitudes of profit and loss; a consi¬ 
derable number of them are making 
profits, and others are taxing the ex¬ 
chequer in varying degrees. The overall 
rate of return they generate year after 
year is encouraging—the net return before 
tax had increased to Rs 476 crores in 
1976-77 from Rs 83 crores in 1972*73. 
In view of the shift in emphasis, of late, 
in favour of labour intensity, it would be 
Intwesting to know the impact of capital 
intensity on return in public undertakings. 

An analysis was made by employing 
the ‘correlation technique’ to assess the 
nature of relationship between capital 
intensity and net percentage return 
obtaining in public enterprises over 
the last five years. Capital intensity for 
the purpose of analysis was defined as the 
ratio of the value of capital to the value 
of labour. In notation. 


c 



where ‘x’ is the capital Intensity, ‘c’ is the 
value of capital and ‘1’ is the value of 
labour. 

Paid up capital and long term loans 
of public undertakings in a particular 
year constituted *c’. Salaries and wages 
didnursed by them during that year cons- 
titttied ‘1’. The following table gives the 
yeal^wise capital intensity and the net 


percentage return before tax for 145 
public enterprises. 


Year 

Capital 

intensity 

Net percen¬ 
tage return 
(before tax) 

1972-73 

10.3 

1.5 

1973-74 

8.3 

2.4 

1974-75 

6.9 

4.3 

1975-76 

6.6 

3.4 

1976-77 

7.9 

4.3 


Source: *c’, *1’ and net profit before tax 
were taken firom Eastern Econo¬ 
mist, March 1978, page 448. 
Capital intensity and net per¬ 
centage return before tax are 
author’s calculations. 

It is seen from the table that capital 
intensity in public underlakings was on 
a descending trend and the net percen¬ 
tage return on an ascending trend. The 
correlation coefficient between the two 
was found to be —4>.8. This high negative 
correlation implies the inverse rtiation- 
ship between the two variables—a 
decrease in capital intensity would effect 
an increase in the net percentage return 
and vice versa. 

This may be statisticaUy true as far as 
the figures are concerned. But one should 
not always go by the face value of the 
correlation coefficient. The reason for 
the decreasing capital Intensity is of equal 
importance. Capital intensity is a function 
of ‘c’ and ‘1*. Over the last five years the 
increase in *1’ outpaced the increase in ‘c’. 
To be specific, public undertakings 
registered an increase of260 per cent in 


abUit/may R 2.15; l^l S 

eilhllow 

estimates. 


undertakings 

•r and of 199 per cent in ‘c* in 1976-77 
compared to 1972-73. 

Another interesting phenomenon ob¬ 
taining In public enterprises was that 
the increase in T’ was also speedier than 
the increase in the employment genera¬ 
tion; while ‘1’ increased by 260 per cent, 
employment generated in absolute terms 
increased by 169 per omit in 1976-77. 
Hence the decrease in capital intensily 
was due to an over-riding increase in the 
value of labour in relation to capital and, 
understandably, the value of labour 
increased more due to the enhancement in 
salaries and wages of the mnployees in 
public sector imdertakings than due to 
increase in mnployment. 

nat ratum 

Had the employment generation 
increased in proportion to the value of 
capital and labour, the net return perhaps 
could have been more than what it was 
actually in view of the likely turn-over 
effected by the additional labour force 
absorbed by the enterprises. Since capital 
intensity and net percentage return are 
inversely related to each other, unpropor¬ 
tional increase in the former would result 
in the apparent decrease in the latter. 
That contingency, on any account, should 
not be allowed to occur. What is there¬ 
fore needed is a balanced increase in all 
the three factors—the value of capital, 
the value of labour and the employment 
generation. In othev words, an appro¬ 
priate capital-labour ratio which tilts 
neither towards capital intmisity nos 
towards labour intonaity and whidi could 
maximise the return is sequired to be 
evolved by scientifie appraisal of specific 
projects to be undertaken in the public 
sector enterprises. Once such a balanced 
vatio begios to operate in the public 
sector undertakings, they would, no 
doubt, function more efficiently than tbqr 
do now. 
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East-west role in aid 


to developing world 


TAcm im nai§$ ww r0e§IV0d in th§ of Eastern Economist 
as "bockground m»t»rlal". fogsiAer ihag offar a dabtdo on tha 
napaetlve roles of western development assistance and the 
oorresponding perfwmance of the Soviet bloc. The reader may expect 
to be amused as well as instrucM. 


to continue to progress towards the aid 
target of one per cent of ONP. The US 
govemmmt is committed to substantial 
increases in assistance for the poorest 
countries and peoples over the next five 
years. 


The KBsuLis of the ministerial meeting in 
Geneva in March 1978 of the Trade and 
Development Board of UNCTAD, which 
discussed the indebtedness of developing 
countries, have been described by the Sri 
Lanka board chairman as “a significant 
breakthrough in the North-South 
dialogue”. The developed countries 
undertook to adjust the financial terms of 
their past aid to poor countries, and 
guidelines have been set out for handling 
developing countries’ debt problems. 


$dO,SOO million {Develo^ent Coopera^ 
lion; ^orts and Policies of the Members 
of the DAC; 1977 Review, Organisation 
for Economic Cooperation and Develt^ 
ment—OECO>-Paris). Ten member 
countries increased their aid in dollar 
terms, five of them as a share of Gross 
N^onal Product (GNP). 

No firm figures are yet available for 
1977, but western aid to the developing 
world is likely to be at least as high as 
in 1976. A. number oflboent declarations 


Western loans have been repayable on 
average over 32 years, with an interest 
rate of about 2i per cent and a grace 
period of nine years. Terms of their OOA 
have recently included an average grant 
element of more than 89 per cent, s^idi 
is well above the average standard set by 
the 1972 DAC Terms R^ommendation, 
each donor having that committed itself 
to reaching a minimum grant elonent of 
84 per cent in its ODA programme. 


The total public indebtedness of the and initiatives point to further progress 
developing countries has increased in coming years. The industrial countries 
sharply since the oil price rises of 1973-74, participating in the ministerial conference 


WINDOW 

ON 


aMlating th« poorast 

The west has been giving priority to 
assisting low income countries, especiafly 
the poorest communities in these coun¬ 
tries. and to rural development. In 1976, 
one third of Belgium’s aid disbursements 
went to the countries most seriously 
affected by the oil crisis; 60 per cent of 
the UK’s gross disbursements Went to 



countries with per caput GNP of less than 
S200, and 89 per cent of Danish aid was 
given for rural development and agricul- 


and is now estimated at over $200,000 
million. The developed countries have 
been taking steps to alleviate this burden, 
and during the past year Canada, Sweden 
and Switzerland have all written off the 
aid debts of the poorest countries. 

Total net Official Development Assis¬ 
tance (ODA) from meifibm's of the 
Development Assistance Committee 
(DAC)* in 1976 was nearly $13,700 mil¬ 
lion. The overall flow of resources, in¬ 
cluding private grants and investment, 
fnnn DAC members amounted to over 

*11ie commitsw nMmbers are: Australia, 
Austria, Belgium, Britain, Canada, Denmark, 
Finland, Prance, West Germany. Italy, Japan, 
m Netnerlands, New Zealand, Norway, Sweden, 
Swiiaerlapd, US, amf the BBC Commimn. 


on International Economic Cooperation 
(CIEC) in Paris in June 1977 accepted a 
commitment to expand and improve 
existing foreign aid. This commitment 
was reaffirmed soon afterwards by minis¬ 
ters of OECD coimtrles, tiriio also 
announced their determination to concent¬ 
rate increasingly on programmes that 
would meet basic human needs. 

The Jiymaese govenunent announced 
at the June 1977 CEEC meeting, and 
again at the meeting in Kuala Lumpur in 
August 1977 of the heads of state of the 
Association of South-East Asian Nations 
(ASEAN), that it would double the 
volume d its aid over the next five years. 
The Nmherlands, Norway and Sweden are 


ture. Food aid has received greater 
emphasis, particularly since the World 
Food Conference in Rome in 1974. 
Canadian food aid achieved a record 
volume in 1976, reflecting the govern¬ 
ment's undertaking to provide cme mil¬ 
lion tons of cereals a year for the subse¬ 
quent three years. Aid for population 
programmes has also risen, and a number 
of countries have focussed on problems 
of unemployment (particularly Demark, 
Norway mad Sweden) and nutrition 
(particdarly Switzerland). 

fhe OiBnnisation of Petroleum Export¬ 
ing Countries (OPEC)f is the second 

tMembm an: Algeria, Iran, Iraq, Kuwait, 
Libya, Nigeria, Qatar, Saudi Arabia, UAB and 
Venezuela. 
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MhiUbm* we 

00^ im» I5.2OQ]iiitti0ii 

in }1^M(2.t4 per ontof ONI^ eadtlw 
toed flow was oMriy Sfl,000 ufliioii or 
3^t per cent et ONP {Devehpmm 
Coi^autkn.,1977 Hevkw), la view ot 
tbe tnibitaiifuil flmdc pnaaiied earlier. 
ODA net disborseaients iMve reach* 
ed a new pciek of over $S,SOO millloD in 
1977 , subsequently slowly dediidDf. 

The tMms of OPEC aid conunitments, 
wbidi had hardened in 1975, showed a 
considerable improvement in 1976. After 
falling fhnn 79 per onit in 1974 to 72 per 
ceitf in 1975, the overall grants dement 
rose again to 79 per cent. OPEC aid was 
also more'widely distributed in 1976. 
The share of Arab countries in total 
bilateral ODA disbursements decreased 
from 81 per cent in 1975 to 64 per cent 
in 1976, owing to a sharp fall in Egypt’s 
share. The number oS recipients increased 
from 52 in 1976 to 57. Neverthdess, 
OPEC disbursemeirts remain highly 
concentrated, with five countries (Egypt, 
Pakistan, Syria, India and Jordan) receiv¬ 
ing about 70 per cent of the total over 
recent years. While the main purpose of 
OPEC aid has been to assist with balance 
of paymoits difficulties, concessional 
credits have beat given for the sale of 
oil. 

In 1976, the total flow resources 
from Cmnmunist countries is believed to 
have declined by more than 25 per cent 
to its lowest level in the decade. The 
total net flow of Communist economic 
aid to the Third World in 1976 was about 
$600 million {Deveh^uenf Coc^/eratioa .. 
1977 Review) representing only about 


one per cent of the todfl receipts of devo- 
loping countries. CoMUmubt economic 
aid oflisrs to non*GoBflmittist devdpping 
countries over the fuevioos 23 years 
totalled less than the overall flow of 
resouroes from DAC members in 1976 
altme. Fewer thantudf the OommunisI 
oflisrs have been takdi up. 

The long delay between cmnmitmmits 
and disbursements in the Soviet aid pro¬ 
gramme is due partly to the fact that the 
assistance is geared alitiost exclusively to 
projects and partly to the refusal of the 
USSR to flnance local costs (unlike such 
countries as Denmark, Norway and 
Sweden) which are oito beyond the 
means of recipient countries. Delays have 
also bemt attributed to the cumbersome 
Soviet bureaucracy. Although Communist 
ofTers to the non-Communist developing 
world in 1977 are beUeved to have reach, 
ed a record total of over $4,000 million, 
most of this was accounted for by long¬ 
term agreements between the USSR and 
Morocco and between Czechoslovakia 
and Turkey. 

Soviet aid in general has been concent¬ 
rated on relatively few countries, parti- 
cularly those of political or strategic 
importance to the USSR or those able 
to supply raw materials such as gas, oil, 
cotton, bauxite and pho^hates. Severny 
per cent of Soviet economic aid to non- 
Communist devdoping countries has 
been duuinelled to Afjdittnistan, India, 
Pakistan, Indonesia, Algeria, Iran, Iraq, 
Syria, Turkey and Egypt. Western aid, in 
contrast, has been spread over more than 
100 countries. 

A rupture in relmions between tbe 


Sovid Union and a recipteiit couatQ 
can result hi a suddeu cutoff of Sovitf 
aid. In November 1977 Somalia ahrogob 
ed the 1974 Treaty of Ftrieiidship aa^ 
Cooperathm with the USSR and demand 
ed the withdrawal of all ecoootttic and 
military tedmidans, as well as reduced 
diplomatic representation, foUowin] 
Soviet and Cuban support for Ethietpia 
in the Ogaden. Arrangements for the 
completion of Soviet aid projects, replace¬ 
ment of skilled personnel and repaymeni 
of loans are not known, but western 
countries appear to be stepping into 
some of the gaps. 

Ethiopia, meanwhile is becoming the 
Tabu II 

Conununist Econoinie Aid 1954-77 
(NoB-Commanhit Redpienta Ollwa of 
more than $1,000 million) 

, ($ miltton) 


Turkey 

2,977 

India 

2,800 

Egypt 

2,321 

Morocco 

2,167 

Syria 

1,452 

Afghanistan 

1,436 

Iran 

1,384 

Algeria 

1.279 . 

Pakistan 

1,175 

Iraq 

1,165 

Indonesia 

1,054 

19,210 

(71.8% of total offers 


Note. This table is compiled from levera 
sources, mainly statements byreoipieni 
countries. 


Tabu I 

Western nnd OPEC Resonrees Flow 1973-76 




1973 

1974 


1975 


1976 


Sm 

88% of ONP 

Sm 

as% of ONP 

Sm 

as % of ONP 

Sm 1 

as %<rfGNf 

Total net flow of resources 
from DAC to devel<q[>ing coun¬ 
tries and multUatmal agencies 

24,628 

0.79 

28,016 

0.81 

40,378 

1.05 

40,505 

0.97 

ODA from DAC to developing 
countries and multilateral agenciet 

9,351 

0.30 

11,304 

0.33 

13,585 

0.35 

13,656 

• 0.33 

Total net flow of resources from 
OPEC to develojjriag ocuutries 

lt740 

1.88 

5.952 

3.47 

8,164 

4.01 

7.955 

3.28 


Semte: Devdnpaeat Coopewrinn; Efforts and Pdkins of the Mmnbers of tihe DAQ 1977 Review (OECD Paris) 
8A«inwiC»»mia8r 1123 nmiP, 197$ 






I main focus of political, strategy and 
' economic interest in the Horn of Africa 
for the Soviet Union and its allies, (n 
November 1977, Bast Germany agreed to 
provide a credit of S20 million for agri* 
ctdfure, transport and industrial prefects 
Ababa Radio, November 2,1977), 
and in February 1978, according to the 
V^ea of Revolutionary Rthit^ia, Czecho¬ 
slovakia granted Ethiopia a 844,600,000 
loan, mainly for the expansion and 
modwnisation of industry. 

The deterioration in relations between 
the USSR and Egypt continued in 1977. 
Egj^t declared a ten-year moratorium 
on military debt repayments, the suspen¬ 
sion of cotton dealings, and the unilateral 
apscfaeduling of civil debt by means of a 
reduction in trade with the Russians. 

margiiml Mnfstwic* 

In 1976, the USSR contributed in aid 
only 0.03 per cent of its estimated ONP 
(0.01 per cent excluding Cuba and 
Vietnam) compared with 0.33 per cent 
for western industrialised countries 
{Development Cooperation. .1977 Review). 
Communist countries' multilateral assis¬ 
tance remains marginal. Contributions 
to world-wide institutions are limited to 
UNpP, UNIDO and UNICEF, and are 
extended in non convertible currencies. 

The bulk of Soviet resource transfers 
consists of development loans with 
relatively short maturities—generally 12 
years, but frequently ten years. Many 
loans now appear to be falling due and 
repayments, particularly from the 
Russians' traditional recipients, have 
risen steadily in recent years. For several 
countries, including Egypt, Ghana, India 
(whh the exception of 1973 and 1974), 
Indonesia and Pakistan, repayments have 
exceeded disbursements {The Aid Pro- 
gramme of the USSR, OECD, Paris, June 
1977). Interest rates have generally been 
set at per cent but in recent years rates 
of three per cent have been more frequent. 
Chinese loans usually contain a grant 
element closer to that of the western 
average. 

Repayments on Soviet loans are usually 
made in goods or local currencies, 
though occasionally in freely convertible 
currencies. In principle, the USSR accepts 
repayment in the form of local goods at 
world market prices but several recipient 


counttlM have ceMgilaiaed about 
arbitroQT practices, clahntag that Soviet 
goods wore overpriced kternational 
standards and their own deliveries under¬ 
valued. 

The USSR paid weil under world 
market prices for Afghan and IraRian gas 
in the early 1970s, and more recently 
Guinean bauxite and Iraqi oil have been 
underpriced. Sri Lanka has also been 
dissatisfied with the high price of surveys 
compared to charges made by western 
companies and vrith the time taken to 
produce survey reports. 

Some recipient countries have com¬ 
plained about the Soviet Union’s use of 
artificial exchange rates for the settlement 
of debts in local currencies. In the case 
of India, Soviet attempts to claim com¬ 
pensation for a decline in the value of 
the rupee relative to the rouble are still 
unresolved. The Indian weekly Frontier 
said on February 11, 1978 that the Soviet 
State Bank had increased the exchange 
rate of the rouble regularly rince 1971. 

Although repayment agreements usual¬ 
ly prohibit the re-export of delivered 
goods, fears have been expressed that the 
Soviet re-export of such goods-or 
“switch” trading—at discounted prices 


was enahu^gqHttg third .riqwris. 
Cases invcdving Egyptiwi gnd Sudanese 
cotton werenported rathe ear^ l97Bs, 
and the FVonrier article said that semi¬ 
finished pig ingots produced by 
Soviet-aided Bokaro steel mill, exrinsive- 
ly for the USSR, had apparently been 
labelled "Made in the Soviet Uaicm'’ and 
sold to other markets. India has in the 
past complained of switch trading by the 
USSR of Indian machine tools and 
cotton products. 

The Soviet aid programme is almost 
exclusively bilateral and concentrates on 
large projects in the heavy industrial, 
energy and transport sectors, such as the 
Aswan High Dam and hydro-electric 
power station in Egypt, steel plants in 
India, Iran, Turkey, Egypt and Algeria, 
oilfields in Iraq, and a hydro-electric 
power stations and railway in Syria. The 
Soviet Union also has border projects 
with Iran. Afghanistan and Turkey. 

Most Soviet project assistance is to 
help develop industrial production capa¬ 
city. A loan worth 8335 million ofibred 
to India during the visit of the Soviet 
Foreign minister, Mr Gromyko, in 
April 1977, is to be used for various 
projects, partly in the steel and coal 


Table 111 

Communist Ecouofflic Aid Offers to Non-Communist Developing 
Countries—Freliminary Estimates 


(8million) 



USSR 

East Europe* 

China 

Total 

% 

1977 

Africa 

2032 

55 

16 

2103 

51.1 

Asia 

348 

7 

71 

426 

10.3 

Middle East 

464 

1100 

— 

1564 

38 0 

Latin America 

1 

23 

— 

* 24 

0.6 


2845 

1185 

87 

4117 

100.0 


(69.1%) 

(28.8%) 

(2.1%) 

(100%) 


1954-77 

Africa 

3720 

1303 

2150 

7173 

26.8 

Asia 

5285 

1269 

1103 

7657 

28.6 

Middle East 

5328 

4065 

355 

9748 

36.4 

Latin Amerkxfl* 

953 

1075 

162 

2190 

8.2 


15,286 

7712 

3770 

26,786 

100 0 


(57.1%) 

(28.8%) 

(14.1%) 

(lOOfO 



*Excluding Yugoslavia '|'Excluduig Cuba 

This table is compiled from several sources, mainly statemmits by recipient countries. 
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iadiH#3e«. » tibe Snt Sovwt credit 
offiar |o loifiit fbr motp tbtto, ten ytan 
(exeqtt for tbe wheat loon of 

lP73)j,^i*lt)i)Oii|^ lafia still bas about 1400 
millian vnalloeated {tom ptevioas nedits. 
Repayment on the new loan is to be 
made sdter 20 yean and carries an 
intmeet rate of ZS per cent—b^ter twns 
than with fnvvious Soviet credits (iVew 
DeMHadh, April 27, 1977). 

Most of the new east European aid offer¬ 
ed in 1977 was also connected with indus¬ 
try. Chnohoslovahia offered Turkey a loan 
believed to be worth about 91,000 million 
for industrial development, following the 
USSR’s offer of a similar credit the pre¬ 
vious year. Prague Radio reported in 
September 1977 that the loan would be 
partly for the construction of two machine 
tool plants at Kayseri and Tokat. In 
December 1977, Tunis Rad'o said that 
Hungary had offered Tunbia 93S million, 
partly to develop road transport. 

Chinns* aid 

Chinese aid b largely labour-intensive 
and stresses the use of intennedbte 
technology suited to developing coun¬ 
tries’ needs. China mainly supports light 
industry, food processing and agriculture, 
and gives medical assistance. In 1977 
she offered $70 million to Bangladesh 
for a textile mill, a fertiliser plant and a 
water conservation scheme {Dacca Radio, 
January 7,1977), $16 million to Tunisia 
to build acanal(Tunb Radio,25 February 
1977) and $1.3 million to Sri Lanka for 
the development of inland fisheries (Wew 
Chiaa Agency, March 28, 1977). 

While until the niid-1960s Sovbt and 
east European asristance was directed 
towards the domestic market requirements 
of developing countries and to import 
substitution, more recent loans have 
tended to fm export-oriented indus. 
tries of interest to the communbt states. 
This trend is reflected in the number of 
Soviet^ed projects in geological and 
mineral exploration, and in increased 
willingness to accept repayment in output 
of assisted projects. 

An example is the projected Soviet 
investment of $2,000 million to ocmstruct 
a phosphates mine at Meskallo, Morocco, 
an export harbour at Essaouira on the 
Atlantic coast and a 100 km railway 
between them (Maghrd> Arab Press, 


November 19,1977). JjMn the pri^t 
the largett ever proposed by the USSR 
wirii a Third World eovptty, Soviet credits 
repayable over 16 yeswa at 2^ per cent 
interest will be used for the pc^uotion 
of phosphate rock, tiipte super-phos* 
phates (TSQ and sulphuric acid. The 
first deliveries of TSP to the USSR in 
npayment will start in 197S; deliveries (ff 
phoqihate rock will begin in 1983 when 
the mine begins produdtion, rising from 
two million to 10 million tons a year. 
When the investment is paid off, exports 
will continue in exchange for Soviet oil, 
timber and chemical products. The prices 
of the phosphates, which will be used for 
agricultural fertiliser and also supple, 
ment the USSR’s existing sources of 
uranium, are to be renegotiated annually 
over a 30-year period. Soviet assistance 
for the development of phosphates in 
Iraq is also repaid in kind. 

About half of the 1977 Soviet credit to 
India is to be used to set up a 600,000 
tonne alumina plant based on the bauxite 
deposits on the eastern coast at Andhra 
Pradesh. The loan will be repaid in 
alumina produced—about 300,000 tons a 
year over 20 years. The USSR also takes 
bauxite and aluminium from Guinea, 

Operations of 


lodoaesia and Algeria in repfyment of 
loans to them. 

Other exanqtbs of this fbrm rff riwi aid 
are the development of natural gas 
resources in Afghanbtan and tran, a 
substantial part of which b exported to 
the USSR. These exports not ontypay 
for the ddivery of Soviet equipment and 
machinery but also enable the USSR to 
export its own natural gas to industrialis¬ 
ed countries as payment for imports of 
needed western goods. However, Iran is 
reportedly asking for hard currency and 
not equipment and mariiinery in payment 
for its gas expmts to the USSR. 

Non-projert assistance plays a small 
part in the‘Soviet aid programme. So far, 
only a single commodity loan seems to 
have been extended—^the delivery of two 
million tons of wheat to India in 1973 and 
1974. Most of this has been paid back 
now that India has built up substantia! 
reserves of food, prompting Soviet com- 
plaints about the qualify of the wheat 
repaid. Only one loan to a non-Com- 
munist country has so far been edfered 
for balance of payments support-^to 
Bangladesh in 1974. Relief assistance 
usually represents less than one per cent 
of Soviet aid commitments. 

international 


financial institutions 


In settino up the United Nations the 
founding countries justly believed that 
its chief aims would be to maintain and 
strengthen universal peace, promote 
friendly relations among nations and 
international cooperation. At the same 
time, it was decided not to burden it 
with highly specific tasks which were to 
become the province of specialised agen¬ 
cies. 

In 1944 the representatives of 44 coun¬ 
tries that took part in the work of the 
UN currency conference at Bretton 
Woods, USA, signed an agreement on 
setting up the International Monetary 
Fund and International Bank for Recons- 
truction and Devdopment (also known 
as the World Bank). Although these 
institutions were to play different roles, 
the purpose for which they were founded 


was the same, namely to create a curren¬ 
cy loan mechanism that would enable all 
countries without exception to achieve 
progress through close cooperation. 

However, it did not take long for the 
world to see that the blue flag was being 
abused to serve the interests of certain 
finandel lobbies. Instead of becoming 
centres of international cooperation, the 
International Monetary Fund and tb 
International Bank for Reconstruction 
and Development have long become 
arenas of fierce contention, in which the 
stronger party invariably gains the uppet 
hand. 

The aims of the IMF (Intemation. 
Monetary Fund) and the IBltD (Inter¬ 
national Bank for Reconstruction an' 
Develi^ment) appeared humane an 
noble. Thus, the World Bank (IBRD] 
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was to ttnder tha tnetnber countries 
assistance in reconstruction and economic 
devel<^;»nent and mobilise interoational 
funds to promote accelerated progress of 
die backward countries. The IMP was 
to encourage international cooperation 
in the sphere of currency, improve the 
stability of currencies, create a multilate¬ 
ral system for settling accounts between 
the countries and make available to 
member countries the resources necessary 
to even out their balance of payments. 

However, the aims remained only on 
paper. By joining the World Bank the 
ne)ivly free countries hoped it would help 
them to develop their productive forces 
and make rational use of their natural 
resources. They hoped that the IMF 
would grant them cheap short-term 
credits which were vital to cover deficits 
in their balance of payments. 

However, these hopes were not to be 
realised. The countries of the Third 
World could not solve a single major 
problem of theirs with the help of these 
financial institutions. In fact the latter 
only added more difficulties to the exist¬ 
ing ones. Thirty years of IBRD activity 
has shown that its actual purpose is to 
extend commodity markets, raw material 
markets and capital investment spheres 
for the multinational corporations. The 
efforts of the World Bank are aimed at 
preventing the growth of economic inde¬ 
pendence among newly free countries, at 
preserving and strengthening the world 
capitalist system, at perpetuating the 
dependence of the newly-free states on 
their western “partners in development” 
and preventing them from establishing 
cooperation with the USSR and the other 
countries of the socialist community. 

IMF'S rols 

As the main source of currency credits 
for the Third World, the IMF could 
have helped lessen the dependence of the 
developing countries on western export 
credits given at high interest and made 
them less vulnerable in their relations 
with the former metropolitan countries. 
However, in actual fact the IMF has be¬ 
come a tool in the hands of multinationals 
sndhigh finance All it can offer its 
clients is a new and more s<q>histicated 
'orm of dependence. 

Most of the international organisations 

{ BASraUN BOONOMST 


wfaidlexist today ore Based on ^ prin- 
cipiegf sovereign eqttalhy of the member 
countries. One member, one vote. But 
this tfid not suit the wwBem countries in 
the cnie of IMF and IBRD. That was 
why Uructuraily the World Bank and the 
IMF were founded on the principle of a 
joint-stock company, with voting rights 
on thd basis of weightage. This natu< 
rally gave the USA and its allies a position 
of dominance in formnlating policies of 
the World Bank and the IMF. 

Already during the initial distribution 
of quotas the USA and Britain 
secured 45 per cent of the votes in the 
IMF. A similar pattern took shape in 
the World Bank too. It is true that 
subsequently the share of these two 
powers shrank somewhat. However, at 
the same time the quotas of their western 
allies increased. Today they enjoy the 
support of nearly two-ttods of the votes 
and just like thirty years ago, they still 
retain a firm hold on the World Bank 
and the IMF. 

The special position of the USA has 
been consolidated by the right to veto. 
To adopt basic decisions it is necessary 
to secure no less than gO per cent of the 
votes. Smee the USA has more than a 
20 per cent quota both in the IMF and 
the World Bank it can overrule any deci¬ 
sion that is not in its interests. 

American overlordehip 

The president of the World Bank has 
always been an American citizen. In the 
beginning it was Meyer, financier and 
publisher of The Washington Post. He 
was replaced by McCloy, Wall Street 
lawyer and consultant for Rockefeller’s 
Chase Manhattan Bank. The next one 
was the banker Black, ex-Presideot of the 
Chase National Bank and later a member 
of the board of directors of the Chase 
Manhattan Bank After Black it was 
Woods who took over the World Bonk. 
Previously he had cooperated with the 
First Boston Corpwation and passed on 
his powers to McNamara, ex-Secretary 
of Defence, in 1968 

The other leading posts in the World 
Bank and the IMP are also held by re¬ 
presentatives of big commercial banks 
and western multinational corporations. 
The discriroinatoiy organisational struc. 
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turn pnxtoMrminM the eorreqidndtag 
credit pomoy, namely "he who pi^sthe 
pi^, calle the tune." 

In recant years, within the framework 
of "aid programmes*^ the western indus¬ 
trial statm have preferred to make sizable 
sums available through the World Bank 
or the IMP, and not on a bilateral basis. 
What is the reason for this ? Even a 
layman can see that the rates of interest 
which the international financial iiisti- 
tutioos demand for their loans are very 
high. If any western state were to charge 
a developing country 8*9 per cent interest 
for a loan, it would be immediately sub¬ 
ject to sharp criticism and accusations of 
neo-colonialism. However, if the World 
Bank or the IMF loans money on such 
terms, this is regarded as' normal practice 
and the responsibility is nominally shared 
by all the participating countries^ includ¬ 
ing those which apply for loans. 

hopns bnlind 

When the developing countries entered 
the World Bank and the IMF, they hoped 
to get loans on easier terms, than those 
which they had been offered in the inter¬ 
national capital market. But the policy 
makers in the World Bank and the IMF 
have no intention of undercutting the 
private banks. As a result, the World 
Bank and IMF rates of interest are 
pegged to the same interest rates on loan 
capital in the western capital markets. 
Thus, till 1962 the World Bank loaned 
money at S.75 per cent, then the rate of 
interest dropped to 5.5 per cent. But in 
1966 it went up to six per cent, in Angust 
1968 to 6 5 per cent, a year later to seven 
per cent and in September 1970 to 7.25 
per cent. It has been mentioned that at 
present the normal rate is eight or more 
per cent. Thus, in 1977 the World Bank 
granted credit for the Ivory Coast-Upper 
Volta Railway—at an interest of eight 
per cent and provided another loan to 
Tunisia at 8.2 per cent. 

To guarantee the payment of such a 
high interest the World Bank ccmstantly 
makes demands on the recipients of lomis 
that are incompatible with its neutral 
status in political and econmnic matters. 
It has proposed such measures aa tax 
reforms, changes in cunency poliqr. re¬ 
vision of tarifilk, and creation of • 
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moTQ ^avoimble climate for foreign in* 
vcsto^ 

In yean the Wivld Bank hw 
devel<^d the practice of meating and 
heading consortia of private US, British, 
West Oenaan. Frasch. Canadian and 
Japanese hanks. In granting a loan to 
one country or another the World Bank 
demands that several private banks 
should participate in the operation. Using 
the World Ba^ as a cover, these banks 
force enslaving terms on the developing 
countries. If the applicant country re¬ 
fuses to comply with the demands the 
World Bank and the other members of 
the consortium see to it that the country 
concerned does not get money from any 
other external sources. 

approved schomoa 

The World Bank makes loans available 
only for purposes it approves of, To 
establish the expediency of granting 
credit for one project or another it sends 
to the country in question a conunission 
which as a rule, consists of the represen¬ 
tatives of the biggest western private 
banks. The experts study not only the 
details of the project, but also the gene¬ 
ral situation, including such factors as 
the stability of the government, the pro* 
grammes for economic and social deve¬ 
lopment, condition of the state budget 
and baianqp of payments, policy towards 
private foreign investors and gold and 
hard currency reserves. It is difficult to 
draw a line of demarcation between a 
“study” of this kind and common econo* 
mic and political espionage. 

Since the World Bank and IMF began 
operations, whenever the developing 
countries have applied for their share of 
credit or when they got loans to make up 
for the drc^ in returns for exports, they 
have come.up against draconic terms. As 
early as the 1950s they compelled the 
countries of the Third World to abolish 
practically all tariffs which the latter had 
introduced to protect their industries. This 
was the reason for the confli^ between 
the World Bank and the IMF, on the one 
hand, and the Philippines, firazi] and 
Mexico, on the other. The most striking 
case concerned Guatemala. When it 
applied to the World Bank for a low, 
the latter said it would be granted, if 


Guatemala paid foreign stockholders for 
securities issued in 1829J 
. Bveryone remembers t|^ events which 
occmred in Egypt early in 1977 when the 
Egyptian government wgs prepared to 
mnet the condition <ff the IMF and to 
discontinue subsidising food and other 
mass consumer items. The indignation 
of the people assumed such proportions 
that the government hurriedly cancelled 
this measure. 

In spring 1977 an IMF delegation 
granted a loan to Peru on the condition 
that the latter would devaluate its 
national monetary unit and cut down the 
outlays for social services. It also 
demanded that all the state-owned enter¬ 
prises be handed over to private owners, 
that the government foreign trade mono¬ 
poly be abolished and higher taxes in<pos* 
ed. In November 1977 the IMF demanded 
that Turkey should stow down the rate of 
economic development, increase import 
and decrease export, devaluate the lira 
and cut down capital investments in the 
public sector. 

The IMF has invariably assumed a 
commanding tone in negotiating with 
sovereign states. The decisions of the 
IMF on the terms for granting loans have 
caused ministers to resign, government 
programmes to be changed and have had 
a negative effect on the conditions of the 
working people. 

political characior 

The loans and credits made available 
by the World Bank and the IMF invari¬ 
ably take a political character. When 
they take a decision on granting a loan, 
especially on the size of the loan, they are 
not so much concerned with the economic 
development of one country or another, 
but rather with the interests of the multi¬ 
national corporations, and the foreign 
policy and strategic military interests of 
the USA and the west in general. As a 
resuh, loans are first of all made avail- 
aUe to those countries and governments 
whose policy is in keeping with these 
interests. 

In the first ten years after the IMF was 
founded (1947-56) it granted credits to 
westem Europe and the USA (60 per 
cent), Japan, Australia, New Zealand and 
South Africa—about 30 per cent and the 


developing countries—sUf^tiy mone tbtit 
30 per cent. In snbsequent yews them 
were no m^or changes in the pattern: in 
1961 out the S2,500 million available 
to the IMF $1,500 million were grant¬ 
ed to Britain; in 1964 out of $1,900 
million ever $1,500 million wdremade 
available to Britain and the USA; in 196S 
out of $2,400 million over $1,800 million 
were again granted to Britain and 
the USA. 

Today the governments of the western 
powers have been talking a lot about 
granting more aid to the Third World. 
Has this prompted their representatives 
in the intemational financial institutes to 
alter their policy? Not in the least. 
Today too the west conUnues to use the 
IMF as a means of self-financing. 
Recently the biggest loans have been 
granted, to Britain $3,900 million and 
Italy $530 million. 

constant discrimination 

The developing countries, in particular 
those pursuing a progressive policy, are 
being constantly subjected to discrimina¬ 
tion. For instance the World Bank 
refused Egypt a loan for the construction 
of the Aswan High Dam project. During 
the first nine years of its independence 
Ghana received $39.7 million in loans 
from the World Bank. After the coup 
d’etat in 1966 the World Bank and the 
IMF virtually showered loans on the pro- 
western regime that overthrew Kwafne 
Nkrumah's progressive government. 
Immediately after the coup d’etat the 
IMF granted Ghana credit of £12.5 million 
(sterling) and by the end of 1966—another 
£6.2 million. In June 1967 the IMF made 
available a reserve credit of $25 million 
and in June 1968-another $12 million, 
in addition to this, the World Bank group 
granted Ghana a $10 million credit in 
1966-68. 

Though time marches on, the policy 
remains unchanged. In 1976 the IMF 
granted South Africa $300 million, 
namely three quarters of the total sum of 
loans it received from foreign sources. 
Which other country in Africa ^‘oyed 
such favours? 

At present the fascist junta in Chile is 
being universally condemned for violat¬ 
ing basic human rights. However, this 
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fact has 'not preventcNl the Worid Beok 
from sanctioning a 13:$ million loan to 
Chile. 

Zaire is also typical in this nci^iect. 
Uncontrolled domination by the corpcfa* 
tions, squandering of funds on “prestige” 
projects, ineflteient administration and 
corrupt government brought the country 
to the verge of bankruptcy in 1975. To 
save the western investments amounting 
to millions of dollars an agierment 
was drawn up in 1976 with IMF media¬ 
tion between Zaire and 98 American, 
west European and Japanese banks on 
repayment of the debt in instalments. 
When Mobutu's government made un¬ 
precedented purdiases of arms during 
the war in Shaba in spring 1977, it threa¬ 
tened this sensitive agreement. This 
prompted the IMF to hasten to the rescue 
and to grant Zaire another loan of S8S 
million. For whom were these millions 
meant? Not for the people of Zaire, of 
course. The purpose of these loans is 
obvious, namely to save a key pro. 
western regime in Africa fVom collapsing. 

Polith exampl* 

The international financial institutions 
have always discriminated against the 
socialist states. Poland was a member of 
(he Int e rn ati onal Bank for Reconstruction 
and Development till 1950. During the 
Second World War Poland’s economy 
suffered immeasurably more damage than 
the economy of any west European 
country. However, socialist Poland was 
refused loans for rehabilitation and 
modernisation of its metal making and 
coal-mining industries. At the same time 
similar generous loans were made avail¬ 
able to France and the countries of the 
Benelux. In 1961 Cuba withdrew from 
the World Bank too. After Cuba pro¬ 
claimed its socialist policy no more loans 
were granted to it. 

Just like the main part of bilateral 
western aid most ofthc credits granted 
by the World Bank are invested in pro¬ 
jects which are directly or indirectly con¬ 
nected with the expansion of export of 
farm goods and mineral raw materials to 
the west. Practically all the credits 
granted by the World Bank for the expan¬ 
sion and modernisation of the infrastruc¬ 
ture and farming and a large part of the 


loaM fhr industry 'ate designed for this 
pvTfihu). Ofoourse, iris esselttisd for the 
dcvi^Sl^ ooontries to their 

e9q>dt(ibg sectors, because they are a 
souigB of foreign durrency and also 
becIMIse th^r encourige tbs introduction 
of piogressive equipment and processes. 
HowbWr, in the final analysis concentra¬ 
tion on etqsort production does not elimi- 
naie dependence, but on the contrary 
increases it. In terms of development the 
gap between countries of Third World 
and the industrialised western powers is 
growing wider. Today this gap is about 
fifteen to one. At the same time the size 
of the debt is rapidly growing. At present 
the debt of the African states amounts to 
835,000 million and and that of the whole 
of the Third World—1250,000 million. 

dneiining growth 

Of course, the administration of the 
World Bank is well aware of this situa- 
tion. Robert McNamara, President of the 
World Bank, admits that during the past 
25 years the rate of growth of the deve¬ 
loping countries has sharply declined and 
their share in the global income has de¬ 
creased to an even greater extent. Des¬ 
pite this, he recommends once again that 
they should concentrate on developing 
the agrarian and mining sectors. 

The World Bank allocates a large 
share of its Binds to the development of 
the infrastructure and this fact leaps to 
the eye. The infirastracture is undoubted¬ 
ly an important sector. However, a oare- 
fol study of the infrastructural projects 
built with the help of the World Bank 
reveals that just as in colonial times the 
railways and highways are, as a rule, 
being built to serve the mines and quar¬ 
ries where the foreign corporations are 
extracting African raw materials. They 
are extraaing these materials to turn 
them into finished products which will 
later be offered at very high price to the 
countries exporting raw materials. 

Contrary to the decisions of the UN, 
the Organisation of African Unity and 
the conferences of the non-alignment 
movement, the World Bank maintains 
that the Third World should not spend 
money on the development of its own in¬ 
dustrial base, especially on the construc¬ 
tion of heavy industries. By encouraging 
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ffie oonstnictkm only of saiall-eei^ en- 
teipri«M|,Qftheli^tqad food iariliiiiifeiH 
or by backing the esttraeffon etmt mmt. 
rials the Woirld Bonk is obieetiveiy h%. 
log perpetuate the econcanfe 
ness of the defVetoping oountriei and 
their status as agrarko-raw material ap¬ 
pendages of the foreign corporatloitt. 

The agreement on the Worid Bank 
provides that it can grant loans to pri¬ 
vate entetprises only if the central bank 
of the recipient country guarantees the 
repayment of the main sum of the d^t 
and the interest on it. Practical experi¬ 
ence has shown that mily few govern¬ 
ments in (he Third Worid overtly give 
encouragement to capitalist growth. In 
most cases they refuse to guarantee such 
loans. But one of the main ideological 
objectives of the west is to advance capi¬ 
talism in the developing countries and 
since the statutory requirements of the 
International Bank for Reconstruction 
and Development inhibit this process, it 
has been decided to evade them. In 1956 
an International Finance Corporation 
(IFCO was founded on the initiative of 
the US government, as a subsidiary of 
the World Bank). 

private capital export 

The official aim of the IFC is to give 
encouragement to private initiative. Its 
task is to assist export of private c^iital 
from the industrially developed capita¬ 
list countries to the developing countries. 
In financing private enterprises the IFC 
does not require guarantees from the 
state. 

The practical activity of the IFC has 
shown that it acts as an investor, rather 
than a creditor. By putting money into 
one enterprise or another and by pur¬ 
chasing its shares the IFC can> become its 
co-owner or sell these shares to a private 
bank, insurance company or industrial 
firm. Regardless of the form in which 
the IFC invests its capital, it does so only 
on a share basis. Thus, the IFC is not 
so much involved in providing loans as 
in helping western private capital to 
penetrate tlie economy of the Third 
World. 

In that the aims of the IFC do not 
differ greatly from those of the World 
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Bao]|| its orgaaisational struetore is also 
base| on the World Bank. It is obltga-' 
tory lUiat a m«abu of the IFC should be 
a oMVtber of the Worid Bank. The votes 
in thd Managerial Council and the Board 
of Directors of the IFC are distributed in 
appidxhnately the same manner as in the 
< World Bank. 

It should be mentioned that, in con* 
trast to the IBRD, the IFC does not claim 
to be a “charity” organisation. T^e IFC 
invests money only into enterprises that 
can produce tangible profit. It does not 
provide backlog for the construction of 
infrastructural projects, schools, hospi¬ 
tals Or housing. IFC money is used for 
baoldng small and medium sized enter¬ 
prises only in sectors in which they will 
not compete with the products at the 
multinational concerns. 

neo-colonial tools 

In the first few years after the second 
world war several international finan¬ 
cial institutions were set up with large, 
scale western capital. Naturally, these 
institutions serve its interests above all, 
and not the interests of the developing 
countries. As time goes by they are ceas¬ 
ing to be instruments of aid to develop¬ 
ment and are becoming more and more 
a tool of neo-colonialist policies. 

This policy is in glaring contradiction 
with the trend towards detente and co¬ 
operation. Naturally, It gives rise to 
just and sharp criticism and opposition 
on the part of the developing states. In 
the last few years the struggle between 
the developing and advanced states in the 
IMF, the IBRD and its affiliates has be¬ 
come far more intensive. 

The young states justly point to the 
inbuilt advantage enjoyed by advanced 
countries in these organisations. At a 
joint session of the World Bank and the 
IMF held in Manila In 1976 the Indian 
representative said tha; the west was 
still preventing the Third World coun¬ 
tries from participating in the solution of 
international economic problems. The 
west is treating the 110 developing coun¬ 
tries with a population of 2,000 millimi 
as if they are an “unimportant minority.” 

The question in Manila raised the ques¬ 
tion of the need to make cardinal changes 
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in the existing intormdioiial monetary 
and financial system. There were even 
proposals to eliminate the IMF and to 
set up a new democrtttic organisation 
which would be known as the Interna¬ 
tional Central Bank with the participa¬ 
tion of all states regardless of their 
socio-economic systems. 

At the Manila session the Third World 
demanded an increase in the volume of 
credits to be granted by the World Bank 
on easier terms. Just like the proposals 
on a reform in the IMF, these demands 
were resolutely opposed by the west, 
above all by the USA, West Germany 
and Japan. Addressing the session, the 
US Secretary of the Treasury, rejected 
the idea of raising the ceiling of loans 
granted by the IBRD. He proposed that 
the developing countries should open 
their doors wider to the foreign corpora- 
, tions and private banks. 

The west also resisted all attempts to 
get the IMF to increase credits for cover¬ 
ing the current liabilities in the balance 
of paymerts of the Third World. Though 
the authorities of the IMF refused the 
requests of the Third World, they im¬ 
mediately found H.SOO million to rescue 
the pound sterling and the Italian lira. 
Besides, at the session they managed to 
pull through a decision about increasing 
by $408 million the capital of the 
International Finance Corporation which 


acts as agent of the multinational corpora¬ 
tions. 

At the joint session of the IBRD and 
the IMP held in Washington in 1977 the 
developing countries again demanded 
that the volume of aid be increased and 
the policy of discrimination be ended. 
Their spokesmen sharply criticised the 
rigid political and economic terms on 
which credits were granted and described 
them as “strait-jackets.” 

However, the developing countries 
failed to gain any concessions. Instead 
of trying to solve the urgent questions 
bearing on the restructuring of interna¬ 
tional economic relations the session 
again examined the age-old problems 
facing the capitalist economy, namely in¬ 
flation and instability of currencies. Soon 
the session was engaged in mutual re. 
proaches, claims and accusations with 
reference to protectioniim, etc. The 
spokesmen of the industrially developed 
western countries relentlessly attacked 
one another along these lines. As a re- 
suit, this session too drove the acute pro- 
blems of the Third World into the tnek- 
ground. 

But the struggle is by no means over. 
Every setback of the developing coun- 
tries only reaflSrms their determination 
to change the present situation and work 
for the new economic order. 
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There must be many people in India today who, 
tired of the hectic rush of events since August IS. 
1947, are disposed to ask nothing so much of a 
kind providence than that it should give them a 
briefopportunity just of lie back and peacefully 
rest. It seems to be our destiny that when history 
in its relentless course ceases momentarily to jostle 
us from one big change to another, some Depart¬ 
ment of the Government must awaken to its spe¬ 
cial responsibiUty in framing some measuie cal¬ 
culated to disturb at once our bried repose. 
The most recent disturber of the public peace is 
a resolution framed in Delhi in May by no fewer 
than twenty four Vice Cbanoallors of Indian uni¬ 


versities in solemn conclave assembled. It might 
perhaps have been anticipated that from this tem¬ 
ple of erudition there would have emerged for our 
benefit the clear and honoured voice of academic 
reasoning. Unforunately anyone who studies the 
resolution of the Vice Chancellors on the replace¬ 
ment of English by the regional languages in a 
space of five years must seriously wonder whether 
either reason or a recognition of plain facts en¬ 
tered at all in the reckoning. It would appear that 
a matter of great moment to the future of scholar¬ 
ship^ in the country has been treated as a political 
plaything. 
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MlAtil Bahari Vajpayee, 

laafscmy, cannot be cragratnlated on 
the (parity of the statement, made by him 
at a|H«s8 conference cm his return flrom 
Tehiran, that, while it would be *<iiaive to 
thinjfc that the recent developments in 
Afi^mstan might not be a setback to 
the processes of stabiiify and economic 
co<^)eratioit in the area", neither India 
nor Iran shared the “apprehensions" of 
some countries and per^le that there 
would, indeed, be a setback. This recalls 
to my mind the tale about a bemfya who 
found himself in the unenviable position 
of having to give evidence in a criminal 
case in whidi two goondas of the locality 
were accusing each other of stealing a 
horse which each claimed was his. The 
beast in dispute was brought to the court 
and the bmiya in the witness box was 
asked to tell, from his knowledge, to 
whom the animal really belonged. Not 
wanting to fall foul of either of the 
bullies involved in the case, the baniya 
deposed that, if one were to go by die 
front view of the horse, one should say 
that it belonged to the party 'A’ but if one 
were to go by the rear view, one must be 
equally certain that it belonged to the 
party ‘B’. 

I readily concede that recent develop¬ 
ments in Afghanistan call for some very 
careful tight-rope walking on the part of 
neighbouring goveniments, but the point 
about tight-rope walking, as any child 
who has been to a circus knows, is that, 
whether it is in fact done effortlessly or 
not, it should seem to be done effortlessly. 
Judged by this test, the External Affairs 
minister does seem to have stumbled a 
little. 

In this context it is 

interesting to quote from an editorial in 
Kayhan International of May 7: 

“Afghanistan under Zahir Shah had 
perhaps remained too much tied to the 


nineteenth centuiy. Reforms long over¬ 
due had been long ignored and de^ eco¬ 
nomic and social changes were called 
for. But at least the country m^oyed 
stability and a dear cottre of leadership 
ftom which such change could and was 
begiiming to emanate. By overthrowing 
the established authdrity, Daoud und^- 
mBted the legitimacy of the very con¬ 
cept of government In Afghanistan’, he 
introduced imo the poli^ an element of 
disunity and instability having him¬ 
self come to power through violence, 
released forces and established precedents 
that in the end he could not control.” 
(Italics mine). History, like beauty, lies 
in the eyes of the beholder. 

The same issue of this paper carries 
two news items which suggest that, in 
some ways, the capital of one of the 
world’s richest oil countries may not be 
faring much better than the capital of 
India which is far from being a rich 
country. It appears that residents of 
Teheran are being fleeced by a black 
market in coolers, with traders making 
heaps cf rials while the sun scorches. 
Officials however are assuring the public 
—as officials everywhere always do—that 
things are bound to improve soon and that 
meanwhile those who need coolers should 
go about pretending that they do not so 
that the profiteers may be fooled. 

The second news itsm 

is about the traffic jam caused by some 
75,000 people crowding in front of Iran's 
national automobile factory to place 
orders for the 60,000 Paykan cars, which 
the company said that it would sell 
directly to customers. As regards the 
lucky ones who could get themselves 
registered, the last of the first 30,000 will 
not get his car before 12 months and the 
last of the second 30,000 not before two 
years, since the plant turns out only 
30,000 Cars a year. 

Nearer home, The Statesman reported 
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the other day that a New Delhi auto> 
mobile dealer it not aooepting new order) 
for a particular make of car until the 
backlog is deared. m ffiis case the vehi¬ 
cle costs over Rs 39,000 fOT the ordinary 
model and about Rs 4.^,000 for the deluxe 
model. Production, however, had been 
disrupted during the first four months of 
this year, thanks to an industrial dispute 
whitffi had led to a lock-out. 


There was a time when 

commissions or committees could be ex- 
pected to make recommendations on 
which the government could proceed to 
take decisions without much ado. As a 
matter of fact it was often the case that 
the government’s decisions on a com¬ 
mittee’s report were announced along 
with the report Itself. Under the present 
dispensation, however, a rqrort by a com¬ 
mittee is frequently a prelude to more 
studies and investigations. Thus, a group 
of officials has now been asked to study 
the Verghese report on All India 
Radio and Doordarshan and guide the 
government in coming to conclusions. As 
for the Bhoothalingam report, the com¬ 
mittee itself has candidly said that quite 
a few more committees or commissions 
will be required to find out what practical 
use could be made of this report. 

Then then is the Dagli committee, the 
affairs of which are becomiiig curiousei 
and crusiouser. The chairman, it appears, 
flies to Delhi every week or almost every 
week from Bomtoy where he has Jus 
regular job. So much travel cannot oi 
course be done on a shoe-string budget, 
but then who said that the Janata adminis¬ 
tration is a poor country's government? 
Although its chairman has been promptly 
allotted a room in the Finance ministry, 
the committee itself seems to have had a 
lot of troubles in finding office space. 
Fortunately, the Special Assistant to the 
prime minister, Mr Hasmukh Shah, who, 
it seems, is fast becoming a very Special 
Assistant, is reportedly active on behall 
of the Dagli committee as an informal 
Officer on Special Duty, Consequent!) 
many of the house-keeping problems at 
least of this committee seem to be get¬ 


ting solved. This is some gain* consider 
ing that the committee’s report, hope 
fully, should be ^ 
with the govern¬ 
ment in October. 
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ports of such items which mtiohs, which wiB i^ve them 
would be in shortafe. « ^ a distinct price etivantage. 


StMi Prices Increased 

The GOVERN\rBNT has increas¬ 
ed the prices of saleable 
steel on an average by 
Rs 175 a tonne. It has also 
decided to levy a develop¬ 
ment surcharge of R$ 100 a 
tonne on non-priority catego* 
ries to generate funds for 
modernisation, rehabilitation 
and development of steel 
plants. Another decision 
taken is to introduce a new 
system of pooling the prices 
of imported and indigenously 
produced steel items so that 
both sell at the same price 
The price increases will finan¬ 
cially benefit TISCO more 
compared to the public sec¬ 
tor plants. Since TISCO has 
a modernisation and ex- 
pansion programme in hand, 
the dividend payable by the 
campany has been restricted 
to 12 per cent. The increase, 
the government says, has been 
induced by the recent spurt 
in the market prices of 
certain essential categories of 
steel. The measure is intend¬ 
ed to mop up a part of the 
excess profits accunng to the 
traders. 

Ollicial sources said care 
would be taken to see that 
the price hike in certain essen¬ 
tial categories of steel was 
minimum. A degree of flexi¬ 
bility will be introduced in 
fixing the prices, so that in the 
event of a shortage or a vast 
difference between the selling 
and the market prices, the 
3 remium goes to the industry 
and not to the trade. But any 
temporary increase on this 


account will have to be ap¬ 
proved by the steel ministry. 

The major steel plants had 
recently revised the stockyard 
prices of certain categories of 
steel. But these adjustments 
related only to handling and 
other costs. Any changes in 
the basic selling prices are 
considered first by Joint Plant 
Committee and then finally 
approved by the government. 
On May 31, the ministry of 
Steel announced the abolition 
of giving benefit to small-scale 
manufacturers who were tak¬ 
ing delivery ex-stockyard. 
The government also imposed 
an informal price control on 
all steel items requiring the 
steel plants to take approval 
of the government before rais¬ 
ing the price of any item, 
lo overcome any sudden 
shortages that might deve¬ 
lop it also decided to build 
a buffer stock and allow im- 


Since the last Increase in 
prices in 1973 there were two 
sets of prices prevailing in the 
market, one for ex-plant 
deliveries effected to large 
consumers whose demands 
yvert such that they could con¬ 
veniently avail of rake loads. 
Ex-stockyard deliveries were 
largely made to medium 
and small industries whose 
demands did not permit them 
to order in rake loads. This, 
it was now felt, had worked 
to the advantage of the big 
consumers because of the large 
spread between ex-plant and 
ex-stockyard prices. In ordei 
to end this competitive dis¬ 
advantage of medium and 
small industry and to safe¬ 
guard the interest of the con¬ 
sumer the government decided 
to have only one set of prices 
instead of two as hitherto 
For deliveries ex-plant 
which facility will not only 
continue but will be extended, 
the incidental charges of 
handling ex-stockyard only 
will be added. These inci¬ 
dental charges will not how¬ 
ever be levied in offtake by 
small-scale industries corpo- 


Aftvanet Ineoint Tax 
Paymanf 

All taxpayers liav« 
previously been assessed to 
income-tax by the Income-tax 
department are now required 
to file, on tbeir own, a state¬ 
ment of the advance-tax pay¬ 
able by them daring the 
financial year 1978-79 in a 
newly prescribed fonn No. 
28A and deposit such advance 
tax voluntarily into the govern¬ 
ment acconut* This is in 
accordance with the change 
in law introduced by the 
Finance Act, 1978, with effect 
from June 1, 1978. The 

advance-tax is to be calculated 
on the basis of the total 
income of the latest previous 
year in respect of which the 
taxpayer has been assessed 
to tax or the total income of a 
later year on the basis of 
which the taxpayer has paid 
tax on self-assessment, if such 
total income is higher. 

If a taxpayer estimates 
that his current income is 
likely to be less than the total 
income on the basis of which 
a statement of advance tax is 
to be furnished by him or for 
some reason the amount of 
advance tax payable by him 
would be less than that pay¬ 
able on the basis of a state¬ 
ment, he may send to the 
income tax officer, in lieu of 
the statement, an estimate of 
the current income and 
advance lax payable thereon 
in the prescribed form No. 29 
and deposit the advance tax 
accordingly. The statement or 
the estimate, as the case may 
be, has to be filed before the 
first instalment of the advance 
tax is due- To facilitate a 
smooth switch-over to the now 
procedure, the Income-tax 
officors have been asked to 
send notices of demand for 
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paym4>t ot aavance i«x to to* oaiy, A large number of such 
exiati^ taxpapeni in 'whose dealers had already entered 
cases ^e first instalment of into forw^ dealings even 
advance tax is due on Jane 15, before the auction was held. 


1978. 

Osaltr to Doalor Solo 
of GoUBannod 

The gold cell of the Reserve 
Bank of iQdia on June 2, an¬ 
nounced the sale of 12,04,400 
grammes (a little over 1.20 
tonnes) of gold in the third 
gold auction held on May 31. 
Five hundred and ninety eight 
bids, out of a total of 1,501 
submitted, were accepted and 
the sale price ranged from 
Rs 631 to Rs 655 per 10 
grammes. 

On the same day government 
prohibited licensed dealers 
from selling or disposing of 
gold purchased from the 
Reserve Bank of India to any 
other licensed dealer. The 
order which was issued by the 
ministry of Finance came 
into force with immediate 
effect. It superseded the order 
issued on April 29 by the gold 
control administrator authoris¬ 
ing licensed dealers to buy the 
gold being sold by the RBI. 

The new order said such 
a licensed dealer may use the 
gold in making and manufac¬ 
turing ornaments or articles or 
sell, deliver or transfer such 
gold, not exceeding 100 gm. 
at a time, to certified gold¬ 
smiths. Any infringement of 
the restrictions would amount 
to violation of the Gold (Con¬ 
trol) Act. 

The gold markets came to a 
standstill last weekend follo¬ 
wing the notification banning 
the resale of auction gold 
on dealer-to-dealer basis. No 
business was reported to have 
been transacted in Bombay. 
Nominally, however the quota¬ 
tion was around Rs 690/(S95 for 
10 gm. The notification has 
put the successful bidders 
in the third auction in a quan- 


The government ought to 
have given due notice of such 
action. The notification could 
have been made effective for 
the forthcoming fourth auction. 
(For detailed report see also 
Capital’s Corridors, p. 1117). 

Concessional Levy 
on Sugar 

The government has consi¬ 
dered a large number of re¬ 
presentations received from 
kbandsari manufacturers’ 
associations and individual 
units requesting for the exten¬ 
sion of concessional rates of 
weekly compounded levy pay¬ 
able by kbandsari units 
beyond May 31, 1978 and 
decided to extend the con¬ 
cessional rates upto the 
September 30, 1978. 

Export Group on 
Small Savings 

The government has consti¬ 
tuted a six*member expert 
group to make a comparative 
study of the small savings 
schemes and the schemes of 
the commercial banks for 
mobilisation of savings and to 
suggest necessary changes for 
making the small savings 
scheme more puiposeful and 
effeaive. Prof C. Rangarajan 
of the Indian Institute of 
Management, Ahmedabad, is 
the chairman of. the group. 
Other members are: Mr R.B. 
Cliaii, Secretary, government 
of Maharashtra; Dr A. 
Bagchi, Director, ministry of 
Finance, New Delhi; Mr 
N.D. Jain, Dqmty Chief 
Office, Reserve Bank of 
India, Mr T.E. Raman, 
Director, P & T Directorate, 
New Delhi, and the Joint 
National Savings Commis¬ 
sioner, Member Secretary. 

The group will make a com¬ 


parative study of the savings 
s^iemes of the commercial 
banks and of the small savings 
schemes. It will particularly 
look into the benefits and faci¬ 
lities available to the investors 
under various schemes and 
smgest improvements, if 
necessary, in the small savings 
schemes, keeping in view the 
costs and other relevant 
factors. The group will also 
examine the various sugges¬ 
tions made to the National 
Savings Central Advisory 
Board. The expert group will 
submit its report by August 
31, 1978. 

Nurserlis for Higher 
Cotton Yield 

A prominent cotton grower 
in Gujarat, Dr C.T. Patel has 
evolved a new variety of 
cotton Hybrid-4, which could 
be grown in the areas with 
limited irrigation facilities. 
This variety has wide adapta¬ 
tion and large tolerance to 
drought conditions and the 
production is 50 to 60 per 
cent higher than the common 
variety of cotton. 

Dr Patel has also evolved 
the method cf its cultivation. 
About 2,500 seedlings have to 
be raised in polythelene bags 
of 9^x7” for one acre. This 
nursery is to be raised about 
four weeks in advance in 
partial shade and is to be 
irrigated with the help of 
bucket sprinkler. After four 
weeks the nursery seedlings 
are to be transplanted in pits 
specially dug for this purpose. 
I his method is simple and can 
easily be adopted by the 
fanners. 

To encourage this method 
the government provides sub¬ 
sidy on the polythelene bags 
up to 25 per cent to marginal 
and 33^ per cent to small 
farmers. During the current 
season, thfs method will be 


adopted in 25,000 hectares ii 
Gujarat. 

HUOCO Loan for 
Housing Projocts 

Five new projects costini 
Rs 5.65 crores have been sane 
tioned by the Housing anc 
Urban Development Corpora¬ 
tion (HUDCO). 

Under these schemes, a tota 
of 344 houses for economical 
ly weaker sections, 180( 
houses for low income grouf; 
and 788 houses for middle 
income group will be cons 
tructed in Andhra Pradesh 
Orissa and Rajasthan and ii 
Delhi and Chandigarh. 

The total number of projects 
sanctioned by HUDCO, in 
eluding these five projects 
during the first two months o: 
the current year has reachec 
20 at a total cost of Rs i 
crores. Under these schemes 
1446 dwelling units for the 
economically weaker sections 
2702 for low income grou[ 
and 1044 for middle incomi 
group will be constructed ii 
seven states—Andhra Pradesh 
Kerala, Madhya Pradesh 
Maharashtra, Orissa, Rajas 
than, and Tamil Nadu anc 
in Delhi and Chandigarh. 

Agricultural Credit 
Institutions in UP 

Several recommendation 
bearing on agricultural credi 
institutions in Uttar Pradesl 
have been made in the repor 
of the study team (appointee 
by the Reserve Bank in Ma; 
1975 under the chairmanshi] 
of the then executive director 
De C.D Daley) published b: 
the Reserve Bank of India. Th( 
Reserve Bank generally accept 
ed these recommendations am 
forwarded them to the govern 
ment of Uttar Pradesh fo 
acceptance and speedy imple 
mentation. The govemmen 
of Uttar Pradesh has acceptec 
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the recommendations in gen¬ 
eral and initiated action to 
implement them. Some of the 
important recommendations of 
the team are about Uttar 
Pradesh State Cooperative 
Bank’s involvemmit in short 
term agricultural loans, institu¬ 
tional arrangement for hilly 
region, credit flow, sugarcane 
unions and finance for dairy¬ 
ing. 

National Awards for 
Exfiort Parformanco 

. Fiftytwo exporters have 
been selected for national 
awards by the ministry of 
Commerce for outstanding ex¬ 
port performance during 1976 
-77. There are 16 winners of 
trophies and 36 winners of 
certificates of merit. 

The winners of trophies for 
the year 1976-77 are: Bank of 
India, Bombay (export credit 
and guarantee); Chinar Ex¬ 
ports Pvt Ltd, New Delhi (light 
engineering goods); Clarostat 
Ltd, Bombay (machinery for 
generation, transmission and 
distribution of power); Handi¬ 
crafts and Handlooms Ex¬ 
port Corporation of India, 
Ltd, New Delhi (garments); 
Interocean Shipping Co, New 
Delhi (consultancy services); 
Jaya Shree Textiles & Indus¬ 
tries, West Bengal (porcelain 
insulators); J J. Exporters Ltd, 
Calcutta (handloom textiles of 
cotton and silk); Kejrlwal Iron 
& Steel Works, Calcutta 
metal manufactwes); Malik 
T raders, Bombay (leather 
goods including footwear); 
Mazagon Dock Ltd, Bombay 
(machinery & equipment, non¬ 
electrical, including transport 
equipment); M C. Engineering 
Co Pvt Ltd, New Delhi 
(electronic items); Motor In¬ 
dustries Co Ltd, Bangalore 
(machinery & equipment non¬ 
electrical, including tran^ort 
equipment). National Indust¬ 
rial Developmott Corporation 


Ltd, New Delhi (consultancy 
service); Natioiml Plastics 
Industries, Boog^ay (plastic 
products); Orient Marine Pro¬ 
ducts (F^ Ltd, Madras (fish 
and fish preparations); and 
Prashanth Ovetrseas Supplies 
House Private Ltd, Madras 
(fish and fish pitparations). 

Merit Certifleatee 

The winners of the certifi¬ 
cates of merit are; Aravinda 
Parimala Works, Mysore 
(agarbatties); Art Works Ex¬ 
ports Ltd, Calcutta; (ready¬ 
made garments of cotton, silk 
and wool); Bharat Electronics 
Ltd, Bangalore (electronic 
items); Bharat Heavy Electri¬ 
cals Ltd, New Delhi (electrical 
machinery); Bharat Skins Cor¬ 
poration, Madras (leather 
goods including footwear); 
Brooke Bond India Ltd, Cal¬ 
cutta. (tea bags and packed 
tea); Central Bank of India, 
Bombay (export credit and 
guarantee); Corporation Bank 
Ltd, Mangalore (export credit 
and export guarantee); Ex¬ 
ports India, New Delhi (ready¬ 
made garments); F C. Sondhi 
& Co (India) jpvt Ltd Jul- 
lundur (sports goods); Gai^ 
ware Plastics and Polyester 
Pvt. Ltd. Bombay (plastic pro¬ 
ducts); Gokuldas Harbhagwan 
Das, Bangalore (readymade 
garments, handloom); Hindus¬ 
tan Handlooms and Handi¬ 
crafts, Calcutta (handloom 
textiles, cotton and silk); 
Industrial Cables (India) Ltd, 
New Delhi (insulated wires 
and cables including ACSR 
conductors); Jay Engineering 
Works Ltd, New Delhi (elect¬ 
ric fans, sewing machines 
and spare parts); Kidar Nath 
Kishan Chand Pvt Ltd, Bom¬ 
bay (cotton textiles—mill- 
made); Liberty Footwear Co, 
Karnal (leather goods includ¬ 
ing footwear); Miltons Ltd, 
Bombay (readymade gar¬ 
ments); Mega Overseas Pvt 


Ltd, Delhi (microphones, 
loudspeakers and amplifitts); 
Paramount Trading Corpora¬ 
tion, Moradabad (handicrafts, 
leatW manufrotures and ready¬ 
made garments): Projects and 
Equipment Cotpn. of India 
Ltd, New Delhi (transport 
equipments & niachinery); 
Rajnikant Brothers, Bombay 
(diamonds cut & polished); 
Raymon Glues and Chemicals, 
Fort Bombay (ossein); Saha 
Soshin Electronics Ltd, Bom¬ 
bay (eletiical machinery and 
capacitors); Sahdev Tool Mfg. 
Corporation, Jullundur (hand- 
tools); Sai Otridhara Supply 
Co, Bombay (machine paper 
in roil): Sain Steel Products, 
New Delhi (bicycle parts); 
Southern Sea Foods Ltd, Mad¬ 
ras (fish and fish products and 
chemicals and allied products); 
Suraj and Co, Bombay (cut 
and polished diamonds and 
imitation jewellery); Synthite 
Industrial Chemical (P) Ltd. 
Kerala (oleoresins of spices 
and oil ginger); Tata Consul¬ 
tancy Engineers., Bombay 
(consultancy services); The 
Travancore Mats and Matting 
Co, Cberthallai, South India 
(coir products); Union Bank of 
India, Bombay (export credit 
and export guarantee): Univer¬ 
sal Dyestuff Industries Ltd, 
Gujarat (dyestuff and chemi¬ 
cals); The Western India 
Plywoods Ltd, Cannanore 
(plywood, furniture, hard- 
board) and Weston Electro¬ 
nics Ltd, New Delhi (transis¬ 
tor radios). 

SEEPZ's Progress 

Two units in SEEPZ, name¬ 
ly Clarostat and Saha Soshin, 
have bagged export awards 
for 1976-77. This is the first 
time any private firm in the 
electronics industry has got an 
export award. Clarostat, the 
first company to start produc¬ 
tion in SEEPZ was honoured 
for introducing new products 


in the export raailcet and for 
finding out new expert mar¬ 
kets, Saha Seshin received the 
award for hringiag out a new 
product in the eiqKnt 
The traal expwtj&om SEEPZ 
in 1977-78 waa Rs 4.1 crores 
as against the 1976>77 figure 
of Rs 3.1 croies, Expmts in 
the first two months of the 
current financial year (April 
and May) have already eros- 
sed Rs 70 lakhs. This has 
given hope to the SEEPZ 
authorities to set a higher 
target of R s 10 crores for 
1978-79. 

Four new units namely 
Photophone, Intel Export, 
Oevidayal and Taodon Mag¬ 
netic have set up their units in 
SEEPZ in the current year 
bringing the total number of 
units in the zone to 26. Trial 
production by these four 
units has been over and Photo¬ 
phone has already started 
commercial export. SEEPZ 
authorities have cleared pro¬ 
posals for seven other com¬ 
panies with only four of them 
having foreign collaboration. 
Most of these companies are 
expected to commence opera¬ 
tions by September 1978. 

Encashment Facilities 
for Tourists 

To provide broad based en¬ 
cashment facility to the tourists 
while in this country, the 
Reserve Bank has decided to 
permit all hotels holding rest¬ 
ricted money-changer's licen¬ 
ces to purchase foreign cur¬ 
rency from any tourist irres¬ 
pective of whether he stays in 
the hotel or not. Facilities for 
foreign tourists to encash their 
foreign currency are at present 
available with authorised dea¬ 
lers in foreign exchange, full- 
fledged money-changers and 
exdiange bureaux functioning 
at ahpoits/ports, Hotels which 
are holding restricted money¬ 
changer’s licences issued by 
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tha Baol; have so flir 

beat jjjenntttted to porchase 
foiaigii‘ctinwiK^ freely from 
only tflikirists restdi’n^ in the 
respective hotels, 

Hoteb holding restricted 
money'«haoger*6 licences issu> 
ed by the bank have been 
advis^ to approach die con¬ 
cerned oflScq of the Exchange 
Control department for 
obtaining necessary authorisa¬ 
tion in this behalf. 

Woollm Knitwear 
Dacanalised 

The govemmert has decana* 
Used knitwear (woollen and 
mixed). Export is now allowed 
under OOL-3 against con. 
tracts registered with Wool and 
Woollen Export Promotion 
Council. It has been decided 
that such contracts as had 
been already registered with 
Handicrafts and Hand loom 
fcxport Corporation up to 
March 31, 1978 i.e. before the 
new policy was announced 
may be honoured as “pre. 
change'* commitment and 
shipment may be allowed i.e. 
exporters need not have their 
contracts registered again 
with Wool and Woollen Ex¬ 
port Promotion Council by 
virtue of their previous re¬ 
gistration of contracts with 
Handicrafts and Handloom 
Export Corporation. 

Record Export to EEC 

Our exports to the nine- 
nation European Economic 
Community rose to a record 
level last year at 1,641 million 
European Units of Account 
(EUA): it was some 15 per 
cent higher than the 1976 
figure of EUA 1,421 million. 
(The EUA was equal to SI.12 
lastyear and to SI.14 in 1976.) 

Imports rose somewhat fas. 
ter, from EUA 1,140 million 
1976 to EUA 1,395 million 
last year, an increase of some 
22 per cent. As a result, India's 
tra^ surplus with the Com- 


moo. Market dipped to EUA 
247 million (as against EUA 
281 million in *1976). Even so, 
our exports to the EEC repre¬ 
sented less than one per cent 
of the community's total 
imports from all third coun¬ 
tries i.e. from outside the EEC. 

SoviM Order for 
TexprocH 

The Textile Export Promo- 
tion Council (TEXPROCIL) 
struck a deal with the Soviet 
textile delegation in Bombay 
for the supply of textile items 
worth Rs 11 crore. The Soviet 
delegation will negotiate with 
individual si^pliers for the 
supply of about 18 million 
metres on the basis of the price 
decided with TEXPROCIL. 
The supply will be for 
the July-&ptember period 
and it is expected that USSR 
will re-enter the market for 
supply of textiles beyond that 
period. 

The annual trade plan 
between the two countries has 
provision for the supply of 60 
million metres and the Rus¬ 
sians had purchased about 44 
million metres in October last. 
The bulk of the quantity 
under the October contract 
has been shipped. Exporters 
expect a real boom in the 
Russian demand in the next 
year for TEXPROCIL has 
decided to participate in the 
Moscow international fair. The 
idea is to acquaint, the Soviet 
as well as other buyers from 
eastern Europe with the range 
and quality of fabrics that 
this country produces. 

Monitoring of Sick 
Miiis 

The Reserve Bank of India 
has introduced a system of 
monitoring by the scheduled 
commeKtal banks of units 
having credit limits of one 
crore rupees or above ftom the 
banking system for initiating 


sups to rehabilitate them in 
case such units have potential 
viability. According to the 
instructions issued by the 
Reserve Bank, a unit can be 
considered sick for rehabilita¬ 
tion purposes if it has incur¬ 
red cash losses for one year 
and in the judgement of the 
bank is likely to continue to 
incur losses for the current 
year as well as the following 
year, and which has an imba¬ 
lance in its financial structure, 
such as ratio of less than LT 
and worsening of debt-equity 
ratio. According to the latest 
available data, the number of 
such industrial units on Sep-. 
tember 30, 1977 was 270 invol- 
ving an aggregate bank finance 
of Rs 773.70 crores. 

IDA Assistance for 
Fruit Procissing 

The International Develop¬ 
ment Association (IDA), an 
affiliate of the World Bank, is 
providing a credit of S14 
million for a project to im¬ 
prove the marketing and pro¬ 
duction of apples, walnuts, 
and establish a small research 
component for mushroom 
development in Jammu and 
Kashmir. 

Jammu and Kashmir is the 
leading apple producing state 
in India, with an annual 
turnover of about $60 million. 
Walnut production in the 
state is estimated at 23,000 
tons a year. Mushroom culti¬ 
vation was introduced on an 
experimental basis 10 years 
ago. There are about 500 far¬ 
mers producing 95 tons of 
mushrooms per year, mostly 
for canning by local proces- 
SOTS. The $27.6 million pro¬ 
ject being assisted by IDA 
includes the construction of a 
plant to produce apple juice 
Concentrate and the provision 
of improved marketing facili¬ 
ties, credit for crop produc¬ 


tion research and technical 
assistance. 

The IDA credit to this ooun- 
try is for a term of 50 years, 
including 10 years of grace. 
It will be interest free, except 
for a service charge of 3/4 of 
one per cent per annum to 
meet IDA'S administrative 
costs. The major portion of 
the proceeds of the credit will 
be channelled through the 
Agricultural Refinance and 
Development Corporation. 

USTrmury Decision 
on Textiles 

The US Treasury has deter¬ 
mined that seven countries— 
Argentina, Brazil, Colom¬ 
bia, India, the Republic 
of China, the Philippines and 
Uruguay — are- subsidizing 
their textile exports to the 
United States. The Treasury 
now has six months to nego¬ 
tiate an elimination of the 
subsidies with the governments 
involved. If no adjustments 
are made, the Treasury is re¬ 
quired to assess an additional 
customs duty equal to the 
amount of the subsidy. The 
Treasury decision, announced 
on May 30, said the countries 
granted a variety of subsidies 
subject to US countervailing 
duties. These included regio¬ 
nal aids, preferential export 
financing, special income tax 
benefits for export enterprises, 
and export subsidies. 

Since the enactment of the 
most recent US trade law in 
1974, the US government has 
had the legal authority to 
waive the application of coun¬ 
tervailing duties under some 
circumstances. To do this, 
it would have to find that the 
subsidizing country was reduc¬ 
ing its subsidy and that a 
countervailing actioq, would 
“seriously jeopardise" the 
Geneva trade negotiations. 

Under these conditions, the 
Carter administration would 
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have the authority to waive 
countervailing duties on the 
textile imports from the seven 
countries. 

But this waiver expires in 
January 1979, and loss of this 
authority would eliminate any 
flexibility for the United States 
to work out bilateral arrange¬ 
ments in resolving specific 
subsidy and countervailing 
duty problems with individual 
governments. 

Soviet Foreign Trade 

* The USSR's foreign trade 
turnover in 1977 amounted to 
63,400 million roubles and 
rose by 11.6 per cent as com¬ 
pared with 1976. 

In 1957, one per cent of the 
annual goods turnover incre¬ 
ment amounted to about 70 
million roubles, while in 1977 
this one per cent increment 
has acquired the value of over 
300 million roubles. 

Last year, the Soviet Union 
maintained trade relations 
with 118 countries, socialist 
countries being the USSR's 
main trading partners, accoun¬ 
ted for 57.3 per cent of the 
USSR’s foreign trade turn¬ 
over and the CMEA member- 
countries for 52-5 per cent. 

USSR’s 1977 trade turn¬ 
over with the developing 
countries of Asia, Africa and 
Latin America in comparison 
with 1976, rose by 27.3 per 
cent and amounted to 8,400 
million roubles. The share of 
these countries in the Soviet 
Union’s foreign trade turnover 
rose from 11.5 percent to 
13.1 per cent. The largest 
trade turnover with third 
world was achieved with the 
following developing coun¬ 
tries ; India (900 million 
roubles). Iron (700 million 
roubles), Iraq (600 million rou¬ 
bles), Egypt (500 million rou¬ 
bles) and.Brazil (300 million 
roubles). 

The Soviet Union’s trade 


turnover with the industria¬ 
lised capitalist countries in 
1977 amounted to 18,700 
million roubles imcountlng for 
29.6 per cent «f the Soviet 
Union’s fbreigtt trade turn¬ 
over. 

In 1977 there were two 
events testifying to the atten- 
tion paid in the USSR and 
Japan to problems of mutual 
trade and economic coopera¬ 
tion: the signing of a long¬ 
term agreement on goods 
turnover and payments bet. 
ween the Soviet Union and 
Japan for 1976-80, and the 
holding of the seventh joint 
• conference of the Soviet- 
Japanese and Japanese-Soviet 
committees on economic 
co-operation. The natural 
wealth of Siberia and east 
Asia, the rapid development 
of these areas, and the high 
level of the industrial develop 
ment of the Soviet Union and 
Japan have provided favour¬ 
able prerequisites for stable 
and mutually benefleial colla¬ 
boration. 

The guidelines for the deve¬ 
lopment of the National 
Economy of the USSR for 
1976-80 envisage a 30-35 per 
cent increase in the volume of 
foreign trade. During the first 
two years of the t<mth five- 
year plan, the increase am¬ 
ounts to about 70 per cent 
of the total trade turnover in 
the previous five-year Plan 
period. 

Container Unit in 
Dubai 

A container plant costing 
Rs 1.4 crores has been set up 
in Dubai by Balmer Lawrie, a 
unit under the administrative 
control of the ministry of 
Petroleum and Chemicals. The 
plant, set up on a turn-key 
basis for the Caltex organisa¬ 
tion in Dubai will produce 
annually 1.7 million barrels 
and cans. The plant is 


mtpected to have a turao^ 
of Rs 10.3 crores over fihg 
next five years. The plant 
was actually commissioned 
on the contractual date, 
ie. February 1 this year, and 
was fomally inaugurated at 
a function presided over 
by Mr H. N. Bahuguna on 
May 27. Impressed by the 
capabilities on Balmer Lawrie, 
the Abu Dhabi National Oil 
Company also has signed a 
formal contract with it for 
not only setting up a container 
complex similar to the one set 
up for Caltex, but also a lube 
oil blending complex. For the 
blending plant, Balmer Lawrie 
would be required to put up 
pipelines, pumps, valves, blen¬ 
ders and electronics controls 
and once blending process has 
been completed, provide for 
continuous filling facilities in 
packages of various sizes. The 
Rs 4.04 crores job is expected 
to be completed within one 
year. Balmer Lawrie is being 
assisted by Engineers India 
Limited, another undertakings 
of the ministry of Petroleum, 
Chemicals and Fertilisers and 
by Bridge and Roof Co, a 
subsidiary of Balmer Lawrie. 

Names in the News 

Lala Bans! Dhar has been 
elected new chairman of 
Punjab Haryana and Delhi 
Chamber of Commerce and 



Lala Bansi Dhar 


Industry at the 73rd Annual 
Oeaerel MMtii^ of the ci^. 
bet held on May 30, 1978, 



Mr C. K. Hazari 

and Mr C.K. Hazari deputy 
chairman. 

DrPrabhuLal Agiawa] has 

taken over as chairman of the 
Steel Authority of India Ltd. 
He succeeds Mr R. P. 



Dr PraUin Lai Agrawal 

Billimoria. Dr Agrawal was 
till recently General Manager, 
Rourkela Steel Plant. 

The restructured SAIL will 
have two Vice-Chairmen also. 
IVfr M.P. Wadhawan till re¬ 
cently Director (Finance), 
SAIL will be Vice-Chairman 
(General) and Mr A.C. Baaer* 
Jee till recently Director 
(Technical) will be the Vice- 
Chairman, (Technical). 


BASTBKN BCONCntlBr 


1136 



Rjeaders' Roandtable 

jhiftntMt Tax and the 1Khrfa4hle Pool’ 

sir, llie iaterest tsx is payable are dumn ia the central annual 
by a ‘athaduled bank' nador budset under the head 'Other 
the fisteteat Tax Act, 1974 on Taxes on income and expend!, 
inlenat eaoaed by it on loons tore’and the following Infor- 
and advanced made by it in station in relation thereto are 
India (other than loans and disclosed by the budgets as 
advances to ‘scheduled banks’) presented, to parliament: 
during a previous year preced. (Rs crores) 

ing the assessment year at the 

rate ci seven per cent. The 1975-76 Accounts 58 

‘Changeable interest’ is cmn- i976-77 Aocounu 71 

puted in accordance with the 1977-78 Revised 
prorisions of sections 2(5X7), Estimates 11S 

5 and 6 of the Act and no 1978-79 Budget £8timates22 
deduction of any kind is allo¬ 
wed while determining the Total 266 

‘Chargeable interest’. Relief 

is, however, granted in respect (Hie receipts appearing 
of an amount of interest (asses- undes the aforesaid head are 
sed to interest-tax earlier) entirely on account of Interest 
becoming a bad debt in a Tax according to the ‘explana- 
subsequent previous year. In tory memoranda pn the bud- 
other words, interest tax is a gets’.) 
charge on gross interest 
receipts except in a case Tax on Interest 


II may oe poiniea oui oiner man uorpomion lox- 
titat, where a person lends (excluding union surchaige,' 
olr d^aits his own money on of course) and not attributable 
interest and no expenditure of to union emoluments or 
any kind is incurred by him union territories go ‘into the 
against the interest income, ‘Divisible pool’ between the 
the gross amount of interest union and states. It may be 
reoeipt is liable to charge of noted that both types of tax 
tax under the Income Tax levies on income are not 
Act, whether assessed under chargeable on agricultural! 
thehoad ‘Business or profes- income, 
aion’ or ‘Oth^ source'. Further 

the exhibition of the interest xhe Implication | 

tax receipts under the head i 

‘Other Taxes on incmne and Now the budget does non 
expenditure’in the budget is place the interest tax receipt 
also indicative of the fact that under the head ‘Corporation 
the said levy is a tax on Income *«’ nor under the head ‘Taxed 
and the same is to be treated on income other than Coiporu 
as such in terms of the const!- tion Tax’ thereby implying thatj 
tutional provisions. the said tax collections are nofj 

to be retained by the unioni 

Varions Levies entirety (by treating thd 

same as Corporation Tax) nor 
A tax levy on income by the assigned to states by putting 
union may be : (a) Corpora, the same in the ‘Divisible 
tion Tax—Item No. 85 of the pool’ otherwise. The interest 
Union List in Seventh Sche- tax collections are, however, 
dule to the Constitution; or shown under the caption 
(b) Taxes on income other than ‘Other taxes on income aa<i 
agricultural income—Item No. expenditure* and the same are 


where the taxable amount of 
interest is reduced by an 
irrecoverable amount of inte- 
rest. The levy is in force 
from the assessment year 
1975*76, and the Finance Bill, 
1978 introduced in the Lok 
Sabhaon February 28, 1978 
along with the central budget 
for 1978-79 proposed to with¬ 
draw the same after February 
28. 1978. 

Liable Banks 

The ‘scheduled banks’ liable 
to interest-tax imposition are 
(a) State Bank of India and 
its seven subsidiary banks, (b) 
14 nationalised banks, (c) 14 
state cooperative banks end 
(d) 53 banking companies 
including 13 foreign banks. 
And they are either statntoiy 
ccnporations or cooperative 
societies or companies. 


An interest receipt is an in¬ 
come receipt and any tax on 
interest is a tax on income. 
Tax on interest under the In¬ 
terest fax Act is, therefore, a 
tax on income though charged 
on gross interest receipt which, 
in turn, is nothing but an in¬ 
come receipt. The difference 
between the tax levy on inter¬ 
est under the Interest Tax Act 
and the tax levy on business 
income from interest under 
the Income-tax Act, in the case 
of a ‘scheduled bank', lies in 
the method of computation of 
interest—tbe tax base. Where¬ 
as no deduction, except irreco¬ 
verable interest, is prnmissible 
undm the Interest Tax Act in 
calculation of ‘Chargeable in. 
teresf, a number of deductions 
are allowed under the Income 
Tax Act while determining the 
taxable business income from 


82 of the Union List in Seven¬ 
th Schedule—(referred to in 
the budget as, and shown un. 
der the heading, ‘Taxes on 
income other than corporation 
tax’; the revised accounting 
classification introduced in 
1974-75 continuing with the 
said old description. 

The ‘Corporation Tax’ is 
payable by companies and 
must satisfy the conditions 
laid down by Article 366(6) of 
the Constitution. ‘Taxes on 
income other than Corporation 
Tax' are payable by natural 
persons or legal/artificial per¬ 
sons (not being companies) or 
companies where the tax levy 
does not satisfy the require¬ 
ments of Article 366(6) and 
the same not being treated 
as ‘Corporation Tax.’ While 
the entire ‘Corporation Tax’ 
collections are retained by the 


retained by the union entirely. 
The aforesaid head was insert 
ed at the time of introductiot 
of revised accounting classl 
fication, as is evident from th< 
budget of 1974-75 presentee 
to parliament on Februai; 
28, 1974, when there wa 
no levy in force by way of ta 
on income other than as show: 
under the title‘Taxes onincom 
other than Corporation Tax 
or any tax on expenditure.) ] 
is difiicult to understand whi 
empowers the union to kee 
to itself the entire intcre: 
tax collections while th 
same, though a tax on incom 
(and considered as such fc 
budgetary purpose by placin 
the same under the bjsad hen 
in-before referred, of coursi 
is not treated as, and exhibi 
ed under the title, ‘Corpori 
tion Tax’. 


The iaterest tax receipts intntst. 


union, the ’Taxes on income In the light of above-refe 
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"T^SPJo aiscussTdn THaf~lhe 
interest tax levy is a tax on 
income, the same, in the case 
of a ‘scheduled bank’, being 
a company incorporated/re¬ 
gistered under the Companies 
Act and engaged in banking 
business and Airther included 
in the second schedule to the 
Reserve Bank of India Act, 
'i 1934, has got to be treated as 
'‘Corporation Tax’ since the 
Interest Tax Act does not con* 
tain any provision which may 
be considered as being in vio* 
lation of any of the conditions 
prescribed by Article 366(d) of 
the Constitution in relation to 
‘Corporation Tax'. And as 
regards the other categories of 
‘Scheduled banks’ (State Bank 
of India and its 7 Subsidiary 
banks, 14 nationalised banks 
and 14 state cooperative 
banks liable to interest tax 
levy, the same, being statutory 
corporations or co operative 
societies, are not companies 
and the interest tax levy in 
those cases (except tax attri¬ 
butable to union territoreis) 
would, therefore, go into the 
‘Divisible pool’ between the 
union and states. 

Shared Tax 

It IS, however, observed that 
at present, income tax levy 
and collection thereof under 
the Income Tax Act alone is 
being shared by the union 
with the states under Article 
270 of the Constitution in pur¬ 
suance of the Constitution 
(Distribution of Revenues) 
Order, 1974 (C.O, 96), publi¬ 
shed in the Gazette of India 
date March 20, 1974, in the 
routine course while the entire 
interest tax receipts are being 
retained by the union irres- 
ipective of the fact whether 
the ‘Scheduled bank’ paying 
the tax is a banking company 
I or any of the banking institu¬ 
tions referred-to-above. 

In terms of Item 82 of 


union list in |he Seventh 
Schedule to tho Constitution 
and reading as: *Tues on in¬ 
come other thgii agricultural 
income’, the wUon is em¬ 
powered to levp more than 
one tax on income, and the 
same are shareable with the 
states under Article 270. The 
President's order of 1974 (and 
the earlier ones issued since 
1950 as well) issued under the 
said article cooHemplates the 
distribution of a single tax on 
income or more than one tax 
on income, as the case maybe, 
in view of the use of the ex¬ 
pression ‘Taxes on income’ in 
the order and also because of 
applicability of the General 
Clauses Act, 1897 for inter¬ 
pretation of the said order as 
per Clause 2 of the same; the 
President’s order applies to 
collection of taxes during each 
of the flnancial years from 
1974-75 to 1978-79. It may 
also be pointed out that said 
expression ‘Taxes on income’ 
also finds place in the recom¬ 
mendations of the Sixth 
Finance Commission with res¬ 
pect to distribution of taxes 
on income between the union 
and states (and on which is 
based the President’s order) 
as contained in its report 
dated October 28, 1973 alike 
the recommendations of the 
previous finance commissions. 

Divisible Pool 

Since the interest tax levy 
is a tax on income, the same, 
as is collected by the union 
from State Bank of India and 
its seven subsidiary banks, 14 
nationalised banks and 14 
state co-operative banks, has 
got to be shared with the 
states just like, and alonj; 
with, the income tax receipts 
under the Income Tax Act in 
accordance with the provisions 
of the President’s order of 
1974. It may be noted that, in 


the past, the excess pri 
tax/buMiKss prc^s tax, a tax, 
levy on incoine under 
Excess profits Tax Act/Business 
Profits Tax Act, gad whidi to- 
mained in force till Match 31, 
1946/M8reh 31, 1948, collected 
from non-company tax-payers 
by the union after 19S0 would 
also go into the ‘Divisible 
pool' for distributba between 
the union and the states in 
the same manner as income 
tax collections under the In¬ 
come-tax Act, 1922/1961. 

States’ Share 

The interest tax receipts 
for the four years 1975-76 to 
1978-79 are R$ 266 crores as 
mentioned earlier. The states’ 
share in the ‘Divisible pool’, 
as recommended by the Sixth 
Finance Commission and as 
provided in the President’s 
order of 1974, is 80 per cent, 
and the same may be esti¬ 
mated at Rs 160-170 crores 
out of the aforesaid gross 
receipts; the states’ share of 
the net proceeds of tax in 
the ‘Divisible pool’ (after ex¬ 
cluding interest tax payable by 
banking companies, being cor¬ 
poration tax, from the total 
interest tax collections) takes 
into consideration cost of 
collection, interest tax receipts 
attributable to union territories 
and union’s retention of 20 per 
cent. 

The Seventh Finance Com¬ 
mission, while making its re¬ 
commendations under Article 
280 of the Constitution with 
respect to sharing of taxes on 
income other than agricultural 
income (not being coipora- 
tion tax or union surdurge) 
by the union with the states 
under Article 270, may consi¬ 
der and discuss, in specific 
tenns, the above-ieferred-to 
problem of interest tax levy, 
eolldctioD and distribution 
thereof between the union and 


is bemg ni^ fiv first tine) 
thotufr aotneafro^ as sadi, 
quite obviously, in the refer¬ 
ence to the conimisskm under 
Article 280. It may be noted 
that the commission is requir¬ 
ed to make recommendations 
to the President, inter alia, as 
to the distribution between 
the union and the states of 
the net proceeds of taxes 
which are to be, or may be, 
divided between them under 
Chapter 1 of Part XII of 
the Constitution, and the tax¬ 
es liable for distribution in¬ 
clude ‘Taxes on income other 
than agricultural income’ (and 
not being corporation tax or 
union surcharge) and the 
latter, in turn, cover interest 
tax levy as discussed earlier. 

The Collection 

The Finance Commission's 
recommendations would apply 
to the taxes collected during 
the financial years 1979-80 to 
1983-84. And, in spite of the 
fact that the interest tax levy 
is proposed to be withdrawn 
after February 28, 1978, there 
would be interest tax collec¬ 
tions (small of course) in 1979- 
80 and subsequent years for 
reasons of (a) Interest earned 
upto February 28, 1978 during 
a bank’s previous year ending 
on December 31,1978/June 
30, 1978 shall be subject to 
taxation in assessment year 
1979-80 (b) Disposal of some 
old interest tax cases in 1979- 
80 and subsequent years and 
also collections of interest-tax 
arrears in those years. 

1 communicated my views 
to the president on the union 
annual budget and various 
aspects thereof viz., (a) proper 
compliance of the provisions 
of Article 112 of the Constitu¬ 
tion while presenting the bud¬ 
get to the two houses of Par¬ 
liament; (b) manner of present- 


ilk 
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ing tltb tntdget, ((^ <tax reve¬ 
nue’ receipts head, (d) <taxes 
on income (Mher than coipora- 
tion tax* and 'Union excise 
duties’ receipts and manner of 
disclosure therecd* and (e) 
interest tax levy and the 
divisible pool, in my letter 
dated Sq>tember 26, 1977. 
A suggestion was also 
made therein for making a 
supplementary reference to the 
commission on sharing of in¬ 
terest tax collection by the 
union with the states but the 
same does not appear to have 
been done so far. The com¬ 
mission may, therefore, ask 
the President for the supple¬ 
mentary reference on the afore¬ 
said matter just as was done 
by the Fifth Finance ^Commis¬ 


sion for inclusion of advance 
income tax collections in the 
'Divisible pool’ in the year in 
which they are collected ins¬ 
tead of defbrring the distribu¬ 
tion thereof till the completion 
of regular tax assessments tn 
the subsequent years. The refer¬ 
ence diouid cover the interest 
tax levy from the very begin¬ 
ning. 

Incidentally, a mention may 
also be made of the Finance 
minister's announcement to 
withdraw the interest tax levy 
after Feta’uary 26,1978 and the 
estimated revenue loss of Rs 108 
crores therefirom. In my view, 
the centre would rather stand 
benefited to the tune of more 
than Rs 20 crores as a result 
of the said budget proposal. 


The interest tax payable by a 
bank is allowed as a deduction 
in computation of its total 
income for tax assessment pur¬ 
poses under the Income Tax 
Act. in the absence of any 
interest tax charge there 
would be no relief on this 
account and taxable income of 
the banks would consequen¬ 
tially go up leading to lusher 
tax collections from them under 
the Income Tax Act, and the 
additional gain to the revenue 
in this behalf may be estimat¬ 
ed at more than Rs 60 crores 
And further, on the withdraw¬ 
al of interest tax imposition, 
there would not be any collec¬ 
tion on that account and as 
such no transfer to, and inclu¬ 
sion in, the ‘Divisible pool’ 


of any amount <» account of 
interest tax levy for distribu¬ 
tion between the union and 
the states, the saving to the 
union here again may be esti¬ 
mated at more than Rs 60 
crores. 

R.L. Khosla 

Anwitsar 

The concluding part of this 
letter may be read with Mr 
Amarjit Singh’s letter publish¬ 
ed in the issue of Eastern 
Economist of April 21 (page 
801), which was a critical 
comment on the views ex¬ 
pressed by Mr Khosla in a 
letter published in the Eastern 
Economist of April 7, page 
708. 


ANOTHER NILESTONE BY ‘ISARC’ IN 
IMPORT SUBSTITUTION 


CHROMIUM COPPER CASTINGS 
a WROUGHT PRODUCTS; 


• Resistance Welding Electrodes A DIscs-Rolled, heat-treated upto 650 mm in 
die and 50 mm in thickness 


• Resistance Weiding TiPS and epeciai size components forged, heat-treated 
and machined 

• RODS upto 65 mm in die, roiied, heat-treated and machined 

Catering to Oafence, Raiiways, Switchgear, Resistance Weiding Machine Manu¬ 
facturers, Radiator and Aiiied industries 
Pleas* aend your anquMas to : 



THE INBIM SHELTHIfl I 
REFHHNB GO. LTD. 


(Nen-ferreus DIvisieii) 

LB. Shwtri Marg, Bhandup, Bombity-400 078 


Cable I LUCKY. Bhandup, 
Bombay. 


Phone I 584361 
Telex I ISARC 011-2384 
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AFEAIRS 


of Rfl ^ ^ Ittkiis is . fiomi»atiV was ia fiiMd of 


Central Bank 

Central Bank of India’s total 
deposits at the end of 1977 
were placed at Rs 1641.30 cro. 
res, a rise of Rs 173.75 crores 
over that of 1976. The aggre¬ 
gate deposits per bfSce of the 
bank also improved from 
Rs 93 lakhs in 1976 to Rs 99 
lakhs in 1977. The year 
witnessed an increase of 8.28 
lakhs in the number of de¬ 
posit accounts. The addition 
of 544 accounts per branch 
was the highest achieved by 
the bank so far. 

Mr P.F. Outta, chairman 
and managing director of the 
bank, has stated that in con¬ 
sonance with the policy of 
the Reserve Bank, the bank 
had pursued acontrolled credit 
policy. Thus gross credit ex¬ 
panded by Rs 11.81 crores to 
Rs 1092.32 crores indicating 
the credit expansion during 
1977 at a much lower pace 
than in the banking system as 
a whole. 

As a deliberate policy, well 
over 80 per cent of the incre¬ 
mental resources were de¬ 
ployed in the priority and 
neglected sectors. The credit 
deposit ratio was brought 
down from 82 per cent at the 
end of 1976 to 72.1 per cent 
by December 1977, a contrac¬ 
tion of 9.9 percentage points 
against the reduction of 6.1 
percentage points in the bank¬ 
ing system as a whole. The 
credit flows towards priority 
sectors rose to 24.8 per cent 
at the end of 1977 as against 
22.8 per cent a year before 
with the outstanding loans in 


these sectors having moved 
up to Rs 206.08 crores at the 
end of 1977. 

The bank opened 104 bran¬ 
ches in 1977 taking the total 
number of branches to 1,323 
(including one in London). Of 
these 89 branches were open¬ 
ed in rural and semi-urban 
areas. 

The bank earned a net 
profit (after making all usual 
and necessary provisions) 
of Rs 1.43 crores against 
Rs 1.40 crores in 1976. A 
sum of Rs 98 lakhs against 
Rs 96 lakhs was transferred 
to general reserve and Rs 45.02 
lakhs against Rs 44.45 lakhs 
were paid to the central 
government. 

The bank is setting up 
a separate industrial finance 
department for monitoring 
sickness of the industrial units 
financed by it. The IDBI and 
other financial Institutions 
have cleared a largp soft loan 
to the Kohinoor Mills Com¬ 
pany which is currently being 
run by professional manage, 
ment under the supervision of 
the bank. 

British Paints 

The performance of British 
Paints (India) Ltd for the year 
ended December 31, 1977 has 
been particularly satisfactory 
as the volume of sales increa- 
sed by 10 per cent over 1976 
and the value was higher by 
20 per cent. Profit after provi¬ 
ding depreciation at Rs 8.54 
lakhs comes to 1.37 crores. 
Provision for taxation takes 
Rs 92 lakhs leaving a balance 
of Rs 45.32 amount 


fitEred to genera] reserve. The 
directors have provided 
Rs 23.15 lakhs for dividend 
to be paid at the rate of 17 
per cent on the <H-dinaiy share 
capital of the company. 

The sales mix of the pro¬ 
ducts of the company showed 
improvement and it was 
successful in enlarging its sales 
of q>edality products and 
siqwrior quality coatings in- 
volving higher technology. The 
company’s kales for the first 
four months of the year 1978 
also showed satisfactory im¬ 
provement and its directors 
are hopcflil that, barring un¬ 
foreseen circumstances, this 
year’s performance too should 
turnout to be encouraging. 

Ahmtdabad Advance 

According to its chairman, 
Mr Naval H. Tata, Ahmedabad 
Advance Mills has done better 
during the first five months 
of the current year (January 
to May 1978) than its working 
in the same period of the 
previous year. 

The chairman told the 
shareholders at the annual 
meeting of the company held 
recently in Bombay that barr¬ 
ing unforeseen circumstances 
the company expected to pro¬ 
duce better results during the 
current year. 

The main reason for the ex¬ 
pected good result of the com¬ 
pany is the substantial 
improvement brou^t about 
in the working of both textiles 
and metals divisions. The 
working of the metals division 
had improved considerably 
since last year ndiich was 
mainly responsible for the 
good result of 1977. 

Mr Tata said that the com¬ 
pany was examining various 
proposals for diversification. 
One such scheme which was 
being actively pursued by the 


motalliugy. 

Bbinit Conmcmi 

The total sales ci Bharat 
Commerce and Industriea Ltd 
rose by four per cent to 
Rs, 55.54 crores in the year 
ended December 31,1977. The 
directem believe profitabUity 
would have been better but 
for the stoppage of work as a 
result of illegal strikes in two 
units of the company, uneco¬ 
nomical sales prices of yarn 
and unsatisfactoiy perform¬ 
ance of the fabric, mqiorts as 
well as garment divisions. 

The company’s gross profits 
for the year under review are 
placed at Rs 1.12 crores. Rs 72 
lakhs go towards deprecia¬ 
tion. Investment allowance 
reserve takes Rs 14 lakhs and 
income tax for previous years 
Rs 14,000. After transferring 
Rs 1.50 lakhs from general 
reserve, an amount of Rs 29.18 
lakhs is provided for dividend 
distribution. No provision 
was required to be made for 
taxation for the year under 
review. 

Dividend for 25 lakh equity 
shares at rupee one per share 
of Rs 10 each takes Rs 25 
lakhs. The 20,000 second re¬ 
deemable cumulative pre¬ 
ference shares of Rs 100 each 
at 9.3 per cent per annum get 
Rs 1.80 lakhs and the 25,000 
third redeemable cumulative 
preference shares of Rs 100 
each at 9.5 per cent per annum 
get anotho* Rs 2.37 lakhs. 
Twenty thousand second re¬ 
deemable cumulative prefer¬ 
ence shares of Rs 100 each 
were redeemed on Decembei 
21, 1977. 

The diiecttns report that all 
the ginning units operated 
eflSciently. While the Compaq' 
other departments were facing 
difiknity, the production oi 
yarn had increased in 1977 anc 
is ejQKOted to further rise b' 
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1978. 1|bHq 8 year iimder 
refereiK* the oompany had 
introduQ^d a wide radge of 
jbcwin^ thzeads under various 
brand n»nes which, the direc¬ 
tors say, have been well receiv¬ 
ed in the market. With steps 
being taken for the improve¬ 
ment of productivity and 
marketing, the directors hope 
there will be higher turnover 
and profitability during 1977. 
The company has got itself 
registered under sec. 26 of the 
Monopolies and Restrictive 


wotit is in progress. St^ps are 
being taken for the implemen¬ 
tation of the industrial licence 
granted to the company for 
the manufacture of 1,300 
tonnes of large diameter wire 
ropes at the Ranchi factory. 
The company has signed a 
protocol with a Yugoslav 
company for establishing a 
joint venture in Yugoslavia 
to manufacture 5,200 tonnes 
of steel wire ropes annually. 

Enfield India 


Ra 20 crores against slightly 
over Its 10 crores in 1977-78. 
N^ptiations are also under 
way for securing technical 
know-how for diversifying 
production and introducing 
new types of motor cycles. 
The secured loans against 
blocked inventories are being 
converted into term loans on a 
lower interest basis, while the 
Tamil Nadu government had 
itgreed to grant a moratorium 
in respect of remittance of 
sales tax up to March 31, 


diviskms of the* compai^’s 
unit at Tiruvattiyur and 
Aoaikaraipatti from March 
1978. [t may be recalled that 
due to labour trouble in Jniy- 
August a lockout had to be 
declared for nearly six months 
in the Tiruvattiyur division. 

Dunlop India 

The directors of Dunlop 
India Ltd have recommend- 
edfor the year 1977 a divi¬ 
dend on the ordinary shares 
at the rate of 80 paise per 


Trade Practices Act as assets 
exceed Rs 20 crores. 

Usha Martin Black 

A gross profit of Rs 1.26 
crores was earned by Usha 
Martin Black (Wire Ropes) 
Ltd for the year ended Decem¬ 
ber 31, 1977. With provision 
for depreciation at Rs 31 lakhs, 
investment allowance at 
Rs S.5 lakhs and provision for 
taxation at Rs 35 lakhs, the 
net profit is assessed at Rs 55 
Jakhs. With the addition 
of written back amounts. 
Rs 64 lakhs are available for 
appropriations. General re¬ 
serve is allotted Rs 35 lakhs 
and Rs 29 lakhs have been 
allocated to dividend. Cumu¬ 
lative redeemable A, B and 
C preference shares get Rs 4.5 
lakhs and equity shares of 
Rs 10 each at the rate of 10 
per cent are allocated Rs 24.28 
Jakhs. 

The directors report all 
round improvement in its pro¬ 
duction and turnover. The 
company continues to be the 
largest exporter of steel wire- 
ropes though export sales in 
1977 were a shade lower at 
j 44 million as against Rs 45 
million in the previous year. 

The company has got an 
industrial licence for the 
manufacture of 50,000 tonnes 
of wire rods annually al iam^ 
shedpor for which erection 


There has been an improve- 1978. Repayment of long shares of Rs 10 each subject to 
ment in the working of Enfield term lo^ns have also been deduction of tax, which will 
India Ltd. The company had rephased. With the assurance absorb Rs 119.97 lakhs, 
been passing through bad times of an easier flow of funds and The dividend for the year- 
betvi^en 1975 and 1977 as a responsive cooperation ended December 31, 1977 on 

result of severe labour trouble, from the erstwhile striking the guaranteed cumulative 
technical diflicullies relating lai^our, there was a smart rise preference shares amounting 
to light-weight motor cycles in production in all the three ' to Rs 2 4 lakhs Was paid on 

and paucity of working capi- . . — — i. — ■ ■!■ » — . . . . 

tal. It is now showing signs The Delhi Cloth & General Mills Co. Ltd, 
of turning the comer. Regd. Office : Bara Hindu Rao, Delhi. 


The company has now found 
answers to these issues, and 
there may not be any cash 
loss for the year ending June 30, 
1978. The management believes 
that accumulated losses would 
also be wiped out in the next 
two or three years. 

For the year ended June 30, 
1977 sales and other income 
totalled Rs 12.74 crores 
(against Rs 20.67 crores for 
the 18 months ended June 30, 
1977). The loss for the year 
was Rs 3.44 crores (Rs 46 21 
lakhs). After adjustments, 
the loss carried over to 
next year was Rs 3.37 croics 
(Rs 7.05 laJchs). 

The turnover for the quar¬ 
ter ending June 1978 is esti¬ 
mated at Rs 4.78 crores with 
the Tiruvattiyur unit account¬ 
ing for over 60 per cent of 
the total sales. 

The higher output is being 
quickly absorbed and it is ex¬ 
pected that the turnover for 
1978-79 would be around 


NOXrCE 

It is hereby notified for the information of the public that The Delhi 
Cloth A General Milts Co. Ltd , proposes to make un appheation to the 
Central Government in the Department of Company Atfairs, New Delhi 
under Sub-Section (2) of Section 22 of the Monopolies and Restiictive Trade 
Practices Act, 1969 for the establishment of a new manufaciunna at^tlvity 
for the production, supply, distribution or control o<' Synthetic Qresois 
with an installed capacity of 5CXX) TPA and estimated turnover of Rs. 10.74 
crores. Other particulars of the proposed undertaking are as under 

1. Name of the proposed under- : The proposed manufacturing actl- 

taking vity will be undertaken by The 

Delhi Cloth dt Generul Mills 
Co. Ltd. 

2. Names of pcisons or authority/ : The Delhi Cloth &. General Mills 

authorities proposing to estab- Co. Ltd. will be the proprietors 

lish the new undertaking. of the proposed manufacturing 

Where it is a body corporate, activity and is managed by Mana- 

furnish details of its manage- ging Directors. 

ment structure together with 
those of the proposed under¬ 
taking. 

3. Capital structure of the * The capital structure of The 

applicant/person of authority Delhi Cloth 8k General Mills Co. 

and of the proposed under- Ltd. as on 30th June, 1977 

taking. Authorised : Rs. 50,00,00,000 

issued, subscribed : 

Preference : Rs. 2,17,23,550 

Equity : Rs. 17.40,32,363 

Total : Rs. 19.57.55,913 

4. Proposed location of the new ; Tehsil : Kota 

undertaking Distt. : Kola 

State : Rajasthan 

5. Brief outline of the cost of : The estimated cost of the project 

the project, the scheme will be about Rs. 9.6 crores, which 

and source of finance is proposed to be financed by com¬ 

pany *s own resources and supple¬ 
mented by borrowings from 
financial instituiions and banks. 

Any pmon Interested in the matter may make a representation to the 
Secretary.uepartmentof Company Affairs, Government of India,* Shastri 
Bhavan, New Delhi within 14 days from the date of publication of this 
notice, intimating his views on the proposal and indicating the nature of his 
intmst therein. 

Dated : 31.5.1978 (ONKAR NATH) 

SECRETARY. 
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iuly 1, 1977 and Jamioty 2, 
1978> The dividend due on 
2nd Cumalative Prefinence 
shares for the year ended 
December 31, 1977 amounts to 
Rs 22 lakhs, 

The totol income of the 
company for the year under 
mention was Rs 167.15 crores 
compared with Rs 174.81 
GTores in 1976. The decrease 
was due partly to lower volume 
of sales and partly to price 
reductions in some products. 

Lower Balance 

The balance from trading 
was lower than in theprevious 
year due to increased costs and 
extremely competitive condi¬ 
tions particularly in the truck 
tyre market where substantial 
under-utilisation of capacity 
had a serious impact on indus¬ 
try’s profitability. 

Depreciation charge for the 
year was Rs 249 lakhs compar¬ 
ed with Rs 218 lakhs in 1976, 
reflecting hi^er capital ex¬ 
penditure during the year. 
Interest charges at Rs 490 
lakhs were Rs 75 lakhs higher 
than in the previous year, 
mainly due to increased borro¬ 
wings to finance higher working 
capital throughout the year. 
Taxation charge on the year’s 
profit were Rs 11.65 lakhs 
but this was more than offset 
by a write-back of Rs 59.64 
lakhs in respect of over-pro¬ 
visions for previous years. 

Transfer to investment allo¬ 
wance reserve was Rs 54.37 
lakhs compared with 44.36 
lakhs in the previous year 
whilst an amount of Rs 26.75 
lakhs, representing the write¬ 
back of the transfer to deve- 
Ic^ment rebate reserve made 
in 1968 on the expiry of the 
statutory eight-yearperiod dur¬ 
ing which this reserve has to 
be maintained, has been trans¬ 


ferred to tlie and loss 
account. 

After providing for taxation, 
effectiiig the atove transfers 
and including Rs 2.43 lakhs, 
being the profit tm sale of 
assets, the bahthce of profit 
amounts to Rs 145 lakhs com¬ 
pared with Rs 390 lakhs in 
the previous year. 

Pursuant to a resolution 
passed in the annual general 
meeting held in 1976, and con¬ 
sequent upon receipt of the 
approval of the Controller of 
Capital Issues, the company 
issued 3,30,000 ordinary shares 
of Rs 10 eadi at a premium of 
Rs 4.50 per share to the Life 
Insurance Corporation of 
India and some other financial 
institutions in the ratio of 
their commitment to subscribe 
to the company’s proposed 
issue of deboiture stock 
amounting to Rs 1.17 crores 
and in lieu of their option to 
convert any part of the above 
debenture into share capital. 

As a result the paid-up or¬ 
dinary share capital of the 
company increased to Rs 15 
crores whilst Rs 14.85 lakhs 
was added to the share pre¬ 
mium account which now 
stands at Rs 65.18 lakhs. 
Depreciation reserve and 
revaluation reserve remain un¬ 
changed at Rs 1.04 crores and 
Rs S.52 crores respectively. 

Mamkial MiNs 

The chairman of Maneklal 
Harilal Mills, Mr Navnitlal 
Rancbhadlal says that in view 
of the past good experience of 
modernisation and renovation 
programme which had paid 
rich fruits in increasing profit¬ 
ability the management has 
decided to pursue this policy 
further in the interest of the 
company. At present the 
company is replacing its old 
looms by new looms with a 
wide width. 


Addxessiog itie aonital gedb-j 
ral meeting of the company 
in Ahmedabad recently, the 
chairman said that the tales of 
the company has been affected 
to some extent in the first four 
months of the current year 
due to unsettled conditions of 
the cloth market and failure 
of a few parties in honouring 
their commitments. 

However, the position has 
improved now and tim demand 
for company’s products have 
also begun to pick up. 
The sales in the first four 
months were slightly lower at 
Rs 4.78 crores as compared to 
Rs 4.81 crores in the corres¬ 
ponding period of the previous 
year. He assured the share¬ 
holders that the management 
will make every possible 
efforts to continue its present 
liberal polity of dividend dis¬ 
tribution and bonus issue re¬ 
commendation. 

Indian Hotals 

Indian Hotels Co has shown 
excellent working results for 
the year ended March 1978. 
The turnover, gross profit 
and margins have registered 
striking improvements. 

This has enabled the direc¬ 
tors to step up the divi¬ 
dend on the company s ten- 
rupee equity shares from Rs 2 
to Rs 2.50 per share. A part 
of the dividend will be exempt 
from income tax. 

The company’s total revenue 
has risen by about 29.2 per 
cent from 1^ 10.77 crores in 
1976-77 to Rs 13.92 crores, and 
the gross profit has shot up 
by about 80.5 per cent from 
Rs 2.31 ermres to Rs 4.17 
crores. The ratio of gross 
profit to revenue has improved 
from 21.4 per cent to 29.9 
pmr cent. 

Out of the gross jwofit 
depreCiadon claims Rs 53.50 


matt dllowaiKCiiBsarvd kkSJl) 
lakhs (ail), opd aumfion 
Rs 1.94 crares (Rs75laldiQ’ 
leaving a cUqiosable stti]dtts of 
Rs 1.60 orores against Rs 1.54 
crores. The proposed divi¬ 
dend absorbs Rs 68.12 lakhs, 
against Rs 55.52 lakhs, 

SvatoU tm 

The Svadeshi Mills Co Ltd' 
has fared much better in the 
first four months of 1978. Jud¬ 
ging by this performance, Mr 
Naval H. Tata, chairman of 
the company, has expressed the 
hope that the results for 1978 
as a whole would be better 
than those for 1977. 

The chairman thinks it will 
be possible for the company to 
maintain the quantum of divi¬ 
dend in the current year. The 
company is paying a dividend 
of 20 per cent for 1977. The 
capital is proposed to be raised 
to Rs 151.25 lakhs by the issue 
of bonus shares in the ratio of 
one share for every four shares 
held. Maintenance of the divi¬ 
dend amount of Rs 24.20 lakhs 
would mean a dividend rate 
of 16 per cent on the increased 
capital. 

Mr. Tata told .shareholders 
that it is proposed to make 
Coromandel Garments Ltd, a 
wholly owned subsidiary of 
Svadeshi Mills. Nearly 50 per 
cent of the capital of Coro¬ 
mandel Garments is already 
held by Svadeshi Mills. 

The chairman has stated 
that it has submitted plans to 
the government to set up a 
project for the manufacture of 
polyester staple fibre. The 
capacity of the plant will be 
15,750 tonnes. Accordittg to 
Mr Tata the company is 
prepared to set tip the 
prqiect in coqperation wifii 
the government. 
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;; UeoRMi iNllitItfi •! iHHiit 

THBlRiluiMrimsiKDngie^ iiMied under 

the IndiMmel (Devdopmeat ead R^pdaMotA Ast 19$I during 
the mMinh of Ap^ ', 197». The list eeaguBn liie names and 
addiMam^ of the lieaaees, artides of aattufimtare, types of 
Ke«ees-Maw Uadertidcinip (NU), New Artii^ (NA). Substan¬ 
tial Expaasiott (Si^, Caity on Business ^SOS), SSiiftiag and 
Ammal Installed Capacity. Details icfarding lioraces and letters 
of intent revoked, cancelled or surrendered are also given. 

lieBMM tssumi 

MetaHurgical Mnsirfes (Nbn-Femus) 

M/s Bharat Containess Pvt. Ltd., Cecil Court, Lansdowne 
Road, Apollo Bunder, Bonibay-400001 (Ahmednagar-Mahara- 
shtra)—Aluminium Seamless Bottles and Rigid Containers of 
500 MX. and above—17.6 million pieces equivalmit to 2100 
toonesH[UN) 

Prime Moms 

M/s Ruston and Hornsby (India) Ltd., 1, Dr V.B. Gandhi 
Marg, Bombay-400001 (Poona-Maharashtra)—Diesel Engines (in 
the range of 100 to 500 HP)—2000 Nos. (within their overall 
existing capacity)—(NA) 

Electrical Equipment 

M/s Keltron Rectifiers Ltd., Ushus, Ouruvayur Rd., Pun- 
kunnam, Trichur-680002 (Kerala) (Tricfaur-Kerala)—Silicon 
Power Rectifiers and Diodes (less than 30 Amps)—3,00,000 Nos. 
Silicon Power Rectifiers and Diodes (above 30 Amps)—20,000 
Nos—(NU) 

M/s Simeo Meters Ltd, Meter Factory Road, Post Box No 
46, Tiruchirapalli (Tamilnadu) Tiruchirapalli—Tamiinadu)—< 
High Energy Batteries (Silver Oxide (Zinc)—800 Nos—(NA). 

M/s Rajasthan State Industrial and Minerals Dev. Coipn. 
Ltd, 100, Jawaharlal Nehru Marg, iaipur-3Q2004 (Udaipur- 
Rajasthan)—Bimetal Strips—53 TPA-^NU) 

M/s Tata Burroughs Ltd, Bombay House, Homi Mody 
Street, Fort, Bombay-400023 (SEEPS^Maharashtra)—Serial 
Printers and Handlers—6000 Nos. IC Packaging and Assembly 
for Computer Systems—9 million Nos—(NA) 

Transportatiou 

M/s Godrej and Boyce Mfg Co Pvt Ltd, Godrej Bhavan, 
Home Street, Fort, G.P.O. Post Bag 10123, Bombay-dOOOOl 
(Bombay-Maharashtra;—Forklift trucks (Diesel/battery operat¬ 
ed) 1 to 10 ton capacity—475 Nos 

M/s Gabriel India Ltd. Agra Road, Mulund, Bombay-SO 
(Parwanoo—HP)—Bimetal Strips—800 tonnes. Bimetal Bearings 
—6 million Nos—(NU) 

Industrial Machinery 

M/s Needle Roller Bearing Co Ltd, Pokharan Road No 2, 
Majiwada, Thana-400606 (Aurangabad-Mahaiashtra)—Loose 
Needle Rollers—200 million Nos (AddI)—400 million Nos 
(After expn). Needle Roller Bushes/Needle Roller Cages—1.6 
million Nos (AddI)—3.6 million Nos (After expn) Needle Thrust 
Bearing combined Needle Bearings—1 million Nos—NA/SE) 

M/s Suessen Textile Bearings Ltd, National Highway No 8, 
Post ONGC, Baroda-390009 (Baroda-Cujarat)—Top arms com- 
tdete with top rollers and apron guiding devices (cradles) for 
worsted drafting system—15,000 sets within the existing licensed 
capacity—(NA) 

.M/s Sarabhai Machinery, Rano]i-39i350, Distt Baroda 
(Gujarat) (Baroda-Gujarat)—Vacuum Dryers, Sterilisers, S.S. 
Reaction Kettles, Forced Draught Dmrs, Evaporators, Special 
Condensers, Padcing’and Filling Madi^, Vhd and Bottle wash¬ 
ing Machines, Distillation Stills (^lumns), FracticoatingColumns, 


Vaomun Concoitrators, Rotary Drum JDmrs, Oystallisms 
Nentxalisers, Agitators and Stirrer Vessels, ^pontion Pans, 
PMNNRO Pittew and Filter Boxen, Absorption Towera. Uii8(!CBai> 
Matt VM Brushinf Machines, Phypgen Free Distilled Water 
Takdti^ Double COncjBlenders, Equipment for Fertiliser Industxy. 
Now Aitlde: Vessels, High Pressure Vessels, Heat Exchangers 
—Total capacity 5,000 tonnes (after eiqm)—(NA/SE) 

M/s Rido-Burma Petroleum Company Ltd, Oillander House, 
Netqji Subhas Road, Calotttta-700001 (Meunbay-Maharashtra)— 
Ctyocontainers—4,000 Nos—(NA) 

M/s Btdo-Burma Petroieum Company Ltd, Gillander House, 
Netap Subhas Road, Calcutta-700001 (Bombay-Maharashtra)— 
Freeze Drying Plants—30 Nos—(NA) 

M/s Asian Bearings Ltd, 14-Peter8 Road, Madras-600014 
(Dharampuri-Tamilnadu)—Ball Bearings—25,00,000 Nos, Cylin¬ 
drical Roller Bearings—7,00,000 Nos, Needle Roller Bearings— 
4,00,000 Nos, Spherical Roller Bearings—2,00,000 Nos, Tapered 
Rollm Bearings—10,00,000 Nos, Bali Thrust Bearings—2,00,000 
Nos-(NU) 

Mbcellaneous Industries 

M/s Da^er Forst Tools Ltd, First Pokhran Road, Tluma- 
400606 (Aurangabad-Maharashtra)—Spline Mandrels—1,500 
Nos, Master gears—750 Nos, Serrated rollers—750 Nos—(Nl^ 

Industrial Instrumeuts 

M/s (Detriv lostnunentation and Electronics Pvt Ltd, 28, 
Gulmarg, Nepean Sea Road, Bombay-400006 (Tarapur-Mahara- 
shtra)—Resistance Tbermometer Elements (Glass and Cerrmic 
only—30,000 Nos, Compensating Cables—5,00,000 Metres, 
Mineral Insulated Thermo-couples-40,000 Metres, Copper Clad 
WiTes-25,000 Kgs-(NU) 

Dr H.N. Nanjundiah, ‘Sumana*, 19-Mahant Layout, Banga- 
iote-19(Bangalore-Kamataka)—Watch Jewels—60,00,000 Nos 
-(NU) 

ChemlcUls (Other than Fertilfam) 

M/s Gwalior Air Products Ltd, 105, Tansen Nagar, Gwalior- 
474003 (Morena—M.P.)—Dissolved Acetylene Gas—0.10 MCM 
(Additional)-0.20 MCM (After expansion) 

M/s United Oxygen Co (Pvt) Ltd, 52-Mira Society, 39, 
Shankarseth Road, Poona-9 (Bangaloie-Kamataka)—Oxygen— 
1 MCM (after expn). Dissolved Acetylene Gas—0.20 MCM 
(after expn). Nitrogen Gas—0.30 MCM (after expn)—(SB) 

M/s Quinn Chemicals India Pvt Ltd, 3-6-307/1, Old M.L.A. 
Qrs. Rd., Hyderguda, Hyderabad-500001 (Medak—Andhra 
Pradesh)—Leather Finishes—1000 tonnes—(NU) 

M/s Baroda Industrial Gas Pvt Ltd. 30, Netaji Subhas Marg, 
New Delhi-l 10002 (Baroda-Oujarat)—Nitrogen Gas—0.50 MCM 
-(NA) 

M/s Kanoria Chemicals and Industries Ltd, I6A, Brabourne 
Road, Calcutta—700001 (Mirzapur-U.P.)—Potassium Hydroxide 
(Caustic Potash)—5,000 tonnes within the overall ilcensed^p- 
proved capacity for Caustic Soda—(NA) 

M/s Paushak Ltd. Alembic Road, Baroda-390003 (Panch- 
mahal-GqjaraO-Oxygen Gas—0.20 MCM—(NA) 

Dyestuffs] 

M/s Amar Dye-Chem Ltd, Rang Udyan, Sitladevl Temple 
Road, Post Box No 6471. Mahim, Bombay-400016 (Bulsar- 
Oiyarat)—Salicylic Acid—600 tonnes, Acetyl Salicylic Acid— 
300 tonnes—(NA) 

M/s Colour Chem Ltd, Ravindra Annexe, Dinshaw 
Vachha Road, 194, Churchgate Reclamation, BQmbay-400020 
(Thana-Maharashtra)—Speciality Dyestufh for leather industry 
—250 tonnes—(NA) 

Drugs aud Phannaceuticals 

M/s Ranboxy Laboratories Ltd. 78, Nehru Place, New 
Ddnl-1100024. (RopUr-Punjab)—Nitrawpam—2t<mnes—(NA) 
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Textlks 

M/s The Rajalaksbjoi Mills Ltd, Uppilipdayaav SinganaUiir 
Post, Coioabatore^lOQS (CoimbatOfe-Tamil hiMu)—Cott<» 
Yaro/Staple Fibre Yarn—25,000 q;>indles (after expansion)"- 
(SE) 

Utters sf IntMt 

Metallatgical MastricB (Ferroas) 

M/s Vishnu Forge (Mysore) Pvt Ltd, 107, Rajanulal Vilas 
Extension, Bangalore-S60006 (My.sore>Kamataka)—Open foi> 
gings—600 tonnes (within the overall licensed capacity of 1500 
tonues of closed die forgings of alloy and (carbon steel)—(NA) 
M/s Star Steel Pvt Ltd, Opp Makarpura RIy Stn, Mancjja, 
fiaroda-391710 (Baroda-Gojarat)—Re-rolling of Steel into Bars, 
Rods, Flats and Angles etc—32,000 tonnes—(NU) 

Prime Movms 

M/s Etcher Tractors India Ltd, 16, Asaf Ali Road, New 
Delhi-110001 (Alwar-Rajasthan)—Diesel Engines of 2,000 RPM 
and above, in the range of 3 to 12 H.P.—3,000 Nos—(NU) 

Electrical Eqalpment 

M/s Karnataka State Electronics Development Corporation 
Ltd, “Emiyn Haven”, 30, Race Coarse Road, Bangalore-560001 
(Bangalore-Karnataka)—Professional grade high quality poly- 
sterene capacitors—2 million Nos—(NU) 

M/s United FJectrical Industries Ltd, Pallimukku, P B. 87, 
Quilon (Kerala) (Quilun-Kerala)—Carbon Film Resistors—30 
million Pcs (Addl)—50 million I^. (After expansion)—(SE) 

M/s United Electrical Industries Ltd, Pallimukku, Pfi 87, 
(Quilon-Kerala) (Quilon-Kerala)—Plastic Film Capacitors—15 
million Pcs (Addl)—25 million Pcs (After expansion)—(SE) 

M/s Mysore Lamp Works Ltd, Old Tumkur Road, Malles- 
waram West PO, Post Box No 1209, Baagalore-560055 
(Bangalore-Karnataka)-Glass Sheila for GLS Lamps—20 million 
Nos, Glass Shells for Fluorescent Tubes—5 million Nos—(NA) 
M/s Punjab State Electronics Development and Production 
Corpn Ltd, Bank of India Bldg, 2nd Floor, Bank Square, 
Sector-17, Chandigarh (Rupnagar-Panj'ab)-Nickel Cadmium 
Cells/Batteries (Rectangular Button and Cylindrical type and 
defence grade)—10,00,000 Nos-(NU) 

M/s i&K State Industrial Development Corporation Ltd. 
Haft Chinar, Srinagar (Kashmir) (J & K)—Connectors—1 
million Pcs -(NU) 

M/s Purolator India Ltd, I, Sri Aurobindo Marg, Hauz 
Khas, New Delhi-110016 (Solan—HP)—Battery Separators 
(Paper type)—10 million Pcs—(NA) 

Mr Anant Ramesh ‘Alpana*, Opposite Circuit House 
Annexe, Shahibag, Ahmedabad-380004 (KFTZ-Gujarat)—HRC 
fuses—I million Nos—(NU) 

Transportatioa 

M/s Swastik Rubber Products Ltd, Swastik House, Behind 
Kirkee Rly Stn, Kirkee, Poona-411003 (Maharashtra)—Pneuma¬ 
tic and Hydraulic Assemblies for Automobiles with cylinders 
above 30 tonnes—I lakh assemblies—(NA) 

Industrial Machinery 

M/s Purolator India Ltd, Hauz Khas, P.O. Yusaf Sarai, 
New Delhi-i 10016 (Gurgaon-Haryana)—Industrial Filters for 
filteration of carbon black powder—40,000 Nos—(NA) 

M/s Goyal Gases (Pvt) Ltd, D-271. Vivek Vihar, Delhi- 
110032 (Ghaziabad-UP)—Automatic Fire Fighting Installa- 
tions-25 Nos, CO 2 Fire Extinguisher System-5,000 Nos, Crash 
Fire Tcnder-48 Nos, Smoke detection system-50 Nos-(NA) 

M/s SIM-Maneklal Industries Ltd, Shafi Manzil, Ashram 
Road, Ahmedabad-380009 (Ahmedabad-Gujarat)—Pusher type 


Gentriftiges, Decanter kypa OittiUtfN, Batbaoial Senn^ 
GaqtQfuges, Veitioal Segrappdk 34 

N6MNA) 

M/s Asia Automotive Ltd, S-304, L.B. Shasbi Marg, Muluad 
Bmhbay-400010 (Sotan-H^—Loose Ndedle Rnllm-"4Q0 
million Nos, Needle Bushes and Needle Gages-A milUftw 
Nos, Needle Thrust Bearings and Combined Needle Beaiiop— 
Imillion Nos, Needle Roller Bearings—0.25 million NOb--"(NA) 

Office and Heuehold Equipment 

Mr. Gulab Chandra Gupta, C/o Mr Bishan Lai Kanodia, 
B-368. New Friends Colony, New Delhi, (Haryana)—Industrial 
and domestic sewing machine needles—360 lakh Nos—(NU) 

Fertilisers 

M/s India Explosives Ltd, (Fertiliser Division), 34, Chow- 
linghee, Calcutta-700016 (Kanpur—U.P.)-Ammonia—1,37,000 
tonnes (Addl)—4,11000 tonnes (After expn) Urea—2,25,000 
tonnes (Addl)—-6,75,000 tonnes (After expn)—(SE) 

Chemicals (Other than Fertilisers) 

M/s Hindustan Gas and Industries Ltd, 'Industry House’, 
10, Camac Street, Calcatta-700017—(24-Parganas-WB)— 1 

Hydrogen Gas—0.216 MCM—(NA) 

M/s Colgate Palmolive (India) Pvt Ltd, 3 Dinshaw Vachha 
Road, Bombay-400020 (J & K)—Menthol—100 tonnes—(NU) 

M/s Indian Farmers Fertilizers Co-operative Ltd, 34, Nehru 
Place, New Delhi-110024 (Mehsana-Gujarat)—Malathion Tech¬ 
nical—500 tonnes—(NA) 

M/s Indo Berolina Industries Pvt Ltd, 1 B.l. House, S-86, 
Andheri Kurla Road, Bombay-4(XX)59 (Broach-Gujarat)- 
Quinolphos Technical Grade—100 tonnes—(NA) 

Mr Gurudas Gupta, Aurangabad Oxygen Gas Co Ltd, 230, 
Dr D.N. Road, Fort, Bombay-1 (Backward Area Maharashtra) 
—Oxygen Gas—045 MCM—(NU) 

M/s Rathi Gases Ltd, 3-A, Vandhna, 11, Tolstoy Marg, New 
Delhi (Alwar-Rajasthan)—Nitrogen Gas—0.50 MCM—(NA) 

M/s Andhra Pradesh Rayons Ltd, 1-2-597/15, Gaganmafaal, 
Hyderabad-500029 fWarangal-AP)—^Viscose stable fibre—10,500 
tonnes. Rayon Polynosic fibre—7,000 tonnes. Anhydrous sodium 
sulphate (By-product)—10,500 tonnes—(NA) 

Dyestuffs 

Mr Shantilal D. Tolia, C/o SD’s Lab-Chem Industry. 
349/353, Samuel Street, Post Box No 32.32, Bombay-400003 
(Thana-Maharashtra)—Cosmetic Colours—50 tonnes—(NU) 

M/s Chemiequip Pvt Ltd, 306, Green House, Green Street, 
Fort, Bombay-400023 (Thana-Maharashtra)-Disperse Dyes— 
380 tonnes (Addl)—500 tonnes (After expn)—(SE) 

Drugs and Pharmaceuticals 

Dr Raj Vardhan Maheshwari, Plot No 10, Off Dr. E. Mosses 
Road, Worli Bombay-400018 (Maharashtra)—^Theophylline and 
Aminophylline—60 tonnes. Synthetic Caffiiine—40 tonnes. Ace¬ 
tic Acid (By-product)—200 tonnes—(NU) 

M/s Indian Drugs and Pharmaceuticals Ltd. N-12, South 
Extn Pt. I, New Delhi-110049 (Dehradun—UP)—Formulations 
of Neomycin—Corresponding to 2 tonnm of the bulk drug. 
Formulations of Cephalexin—Corresponding to 1 tonne of the 
bulk drug—(NA) 

Paper and Papm Products 

M/s Balkrishna Paper Mills Ltd, 18/24, Nandlal Jani Rd, 
Bombay-400009 (Maharashtra)—Paper—4500 tonnes (existing) 
—13,5()0 tonnes (after expn)—(SE) 

M/s Tamil Nadu Cardboards and Paper Mills Ltd, 3, Cathe¬ 
dral Road, Madras-600086 (Coimbatore-TanUI Nadu)--i^iecialjty 
Paper—3,600 tonnes—(NA) 
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ITmA AoMMh^ 

IM Ksir« l>fattriet CkKimaat^ Producers’Unjon Ltd, 
Anal Dairy Roed, Aiuuid'38800] (GMy8rat)-Cheeae—125 TPA 
(Addl)HQ5 ITA {After expaitsioD), Oliee (By-product)—1400 
TPA (AddI)—2000 iPA (After expaiuiou). Butter (By-product) 
-2000 TPA (Addl)-S000 TPA (After ex]>8n8ioD)-(SE) 

M/t Bangalore Atumal Pood Corps Ltd, Viotorja Road, 
(Bangaiote4Camataka)—Sbeep/Goat—9 laJths Nos, Cattle— 
6,000 Nos (including Blood Meal, Bone Meal, Tallow etc. Liver 
extract and Manure by-products)—(NU) 

V^etaUe Oils and VanasiMtU 
M/sTanil Nadu Co-operative Marketing Federation Ltd, 
40A, St Mary’s Road, Madra»*}8 (Tamil Nadu)—Cottonseed 
Oil—20,000 tonnes in terms of cottonseed—(NU) 

Rubber Goods 

M/s Taurian Tubes, 23-A, Industrial Area, Adityapur, 
Jamsliedpur-831013 (Singhbhum-Bihar)—High medium and low 
pressure hydraulic hoses etc above 1000 PSI, for conv^ance of 
Oil. Oas, Steam, Chemicals and other fluids—1,80,000 meters 
subject to the condition that production of low pressure hoses 
should not exceed 60,000 metres or the level of production 
achieved in 1977, whichever is lower-(SE) 

Glass 

M/s Wmdow Glass Ltd, 15, Braboume Road, CaIctttta-1 
(Hoo^y-West Bengal)—Wired and Figured Glass—1.34 million 
sq metres (in terms of 3 mm thickness) (existing)—3 3 million sq 
metres (m terms of 3 mm thickness) (dmr expansion)—(SB) 

Mr Om Prakash Pandya, Noorbhoy House, 122/124, Abdul 
Rehman Rd, Bombay-400003 (Maharashtra)—Figured Glass 
and Wired Glass in white and coloured glass—2.50 million sq 
metres of 3 mm thickness—(NU) 

Cement and Gypsum Products 

M/s Kalyanpur Lime and Cement Works Ltd, Maurya 
Centre, 1, Fraser Road, PO Box No 89, Patna-800001 (Rohtas- 
Bihar)—Cement—I 34 lakh tonnes (Addl)—4.80 lakh tonnes 
(After expn)--(SE) 

Mrs Shantaben D Patel, 9. Suneta Park, Opp Niyajan 
Nagar, Ellisbridge, Ahmedabad-38001S (Banaskantha-Gujarat) 
—White Cement—45,000 tonnes-(NU) 

M/s Narmada Cement Company Ltd, ’Bakhtawar’, 4th Floor, 
Nariman Point, Bombay-400021 (Jafrabad and Magdalla, 
Amroli and Surat—Gujarat)—Portland Cement—4,00,000 tonnes 
(existing)—10,00,000 tonnes (after expn)—(SE) 

Mr N. Krishna Prasad Raju, 1-1-300/1/A/l, Ashok Nagar, 
Hyderabad-S00029 (Nalgonda-Andhra Pradesh)—Ordinary Port¬ 
land Cement, Pozzolone Portland Cement, Blast Furnace Slag 
Cement, Masonry Cement, Oil Wall Cement, Rapid Harden¬ 
ing Cement, Add Resistant Cement—Total capamy 3,00,000 
tonnes—(NU) 

M/s Rajasthan State Industrial and Minerals Pev Corpn 
Ltd, 100, Jawaharlal Nehru Marg, Jaipur-3Q2004 (Jaipur-Rajas- 
than)—Portland Cement—33,000 tonnes—(NU) 

M/s Rajasthan State Industrial and Minerals Dev Coipn 
Ltd, 1(X), Jawaharlal Nehru Marg, Jaipur-302004 (Sirohi-Rqjas- 
than)—Portlant Cement—33,000 tonnes—(NU) 

M/s Rajasthan State Industrial and Minerals Dev Corpn 
Ltd, 100, Jawaharlal Nehru Marj^ Jaipur-302004 (Jodhpur- 
Rajasthan)!—Portland Cement—33,000 tonnes—(NU) 

M/s Rajasthan State Industrial and Minerals Dev Corpn 
Ltd, 100, Jawaharlal Nehru Marg, Jaipur-302004 (Pali-Rajas- 
than)—Portland Cement—33,000 tonnes—(NU) 

M/s Rajasthan State Industrial and Minerals Dev Corpn 
Ltd, 100, Jawaharlal Nehru Marg, Jaipur (Sikar-Rajastban)— 
Portlant Cement—33,000 tonnes—(NIA 

M/s Shree Digvyay Cement Co Ltd, Digvijaygram, Gujarat 
(Ajmer-Rajasthan)—Portland Cement—4j00,000 t(maes--(NU) 
MrK.K. Somani, Empire House, Dr D.N. Road, Pott, 


•«BlMqr400001 (SiroU-RaiaBthan)—Portland Guawnt—5,00,000 
toaiies--(NU) 

ClHHilItt in tftt ttaniBS of Owoors or 
Uodortokiogt 

(irfotmation pertains to partiCHlar lieeuees only) 

M/s Dulichaad Omraolall—to—M/s Dulidiand Shr^al 
M/s Stunmp, Schuele andSomapp Pvt Ltd-to—M/s Stumpp, 
Sdiuele and Somappa Ltd 

M/s Rajasthan Transmission Wires-to—M/s Rajasthan 
Ttanamission Wires Private Ltd 

M/s Hindustan Gas Company Ltd—to—M/s Hindustan Gas 
and Industries Ltd 

M/s Maharashtra State Textile Corpn Ltd—to—M/s Devagiri 
Tactile Mills Ltd 

M/s Sitaram Spinning and Weaving Mills, Trichur—to—M/s 
Sitaram Textiles Ltd, Trichur 

M/s Bharat Westfalia Pvt Ltd—to—M/s Bharat Westfalia Ltd 

Liconeos Rovokod or Cmcollod 

(bfonuatlon pertains to particniar licenees only) 

M/s Larsen and Toubro Ltd, Bombay—Film Flow induced 
cooUng towers—(Revoked) 

M/s Jim Chemical Industries Pvt Ltd, Bombay-400003— 
Phenyl Butazone—(Cancelled) 

Utters of Intent Lepsed, Csncelled 
or Revoked 

(bfonuation pertains to partieular letters of intent only) 

M/s Shyam Sunder Beriwala, New Delhi (MP)—Woolcomb- 
ing plant—(Lapsed) 

M/s Asia Combing Mills, Ludhiana (Punjab)—Woolcombing 
plant—(Lapsed) 

M/s Anil Combers, Ludhiana (Punjab)—Woolcombing plant 
—(Lapsed) 

Mr Dilip Kapadia, C/o M/s Luxmi Electronics Capacitors 
Ltd, BQmbay-40(X)23 (AP)—Electrolytic Capacitors—(Can¬ 
celled) 

Mr Prakash Khemka, M/s Khemka Instruments Pvt Ltd, 
Calcutta-700017 (Bihar)—Rock Roller Bits—(Lapsed) 

M/s Industrial Machinery Manufacturer (P) Ltd, (Ahmeda- 
bad-8 (Gujarat)—Dairy Machinery—(Lapsed ) 

M/s Delta Pa^ Industries Ltd, Ca]cutta-7(X)001 (West 
Bengal)—Finished Leather and Shoe Uppers—(Lapsed) 

M/s Usha Die Castings Pvt Ltd, New Delhi-11(X)14 
(Haryana)—Multi Speed and Brake Hubs/Multi Sprockets Free 
Wheels etc—(Lapsed) 

Mr J.A. Mehta, Bangalore (Karnataka)—Capacitors— 
(Lapsed) 

M/s Lakshmi Machine Works Ltd, Coimbatore (Tamil 
Nadu)—Circular Automatic Cone Winders—(Cancelled) 

M/s Caustic (India) Ltd, Calcutta (Rajasthan)—Chloroetby- 
lene and Perohloroethylene(Lapsed) 

M/s Raptakos Brett and Co Ltd, Bombay-40 (UP)—Infant 
Milk Food, Milk Powder and other milk products—(Lapsed) 
M/s Ashok Kumar Jain, Delhi-52 (Haryana)—Flour Milling 
Machmery and Components—(Lapsed) 

Director of Industries, Govt of Manipur, Dte of Industries, 
Imphal, Manipur (Manipur)—Sugar—(Lapsed) 

M/s Philips India Ltd, Bombay*400018 (Maharashtra)— 
Loudspeakers—(Revoked) 

Mr B.L. Oalmia, Calcutta-700054 (West Bengal)—Industrial 
Gases—(Lapsed) 

Mr H.K. Shah, Bombay-400020 (Nagar Haveli)—Phenol— 
(Lapsed) 

Mr B. Ramakrishna, V^'ayawada (AP) (Andhra Pradesh)— 
Ossein, Gelatine, and Dicaicium Phosphate—(Lapsed) 
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Ashok Lei^il UnlM 

Ennore,Madf«t 600 057 ^ 

Speech daiivariwl by Mr 8 Rang^nathaii^Chairnnan. to tho aharaholdarf 
at the 29th Annual Qanaral Maating of ma Company hold on 
29th May 1978 at Ennora. Madras 600087. 


Friends: 

It gives me great pleasure 
to welcome you to the 
29th Annual General 
Meeting of your Company. 

The Directors' Report and 
Audited Accounts for *he 
year ended 31st December 
1977 have been in your 
hands for some time now 
and with your permission 
1 shall take it that you 
have read them. I shall 
therefore have only the 
Auditor’s Report read out 
by the Secretary. 

General Economic 
Conditions 
It is gratifying to note 
that during the year under 
review the Government 
continued to take action 
to improve the general 
industrial climate in the 
country. The mam concern 
of the Government has 
been to increase produc¬ 
tion generally and to 
ensure that all existing 
resources are utilised to 
the maximum possible 
extent. 

Whenever I had occasion 
to address you in the past, 
I have always stressed 
the fact that India is a 
vast sub-continent and 
more than production, 
distribution is the main 
bottleneck in this country. 

I am happy to say that 
there is now more appre¬ 
ciation than before of the 
vital role played by the 
Transport Industry in 
modern economy. There 
is already a thinking in 
Government circles that 
the target for the rate of 
rowth of the Trahsport 
ector in the Sixth Plan 
should be raised from 
6.27o to a minimum of 
lOVo- The Public Accounts 
Committee of Parliament 
has recently stressed the 
need for an early finalisa¬ 
tion of a National 
Transport Policy at the 
highest level so that there 
could be effective rail¬ 
road co-ordination. It is 
learnt that the question 
of the setting up of a 
separate export promotion 
agency for the Automotive 
Sector is under active 
consideration of the 
Government. It is also 


refreshing to note that the 
Government is not against 
import of technology 
wherever it is justified for 
the growth of industry, 
there is every indication 
that a new policy on the 
growth of the Automobile 
Industry would be formu¬ 
lated shortly by the 
Government. The Govern¬ 
ment has been laying 
emphasis on the growth 
of the ruial sector and 
village industries as well 
as on the creation of job 
opportunities. This will 
give a fillip to the deve¬ 
lopment of proper roads 
connecting the villages 
and proper road transport 
in the form of light 
commercial and passenger 
vehicles linking the rural 
and the urban sectors of 
the country. 

Taking all these develop¬ 
ments into account, I am 
very hopeful of a bright 
future for the Automobile 
Industry in this country, 
both light and heavy, and 
your Company has to 
play its significant part in 
this process. 

Operating Results 
It is agreed on all sides 
that a greater level of 
industrial discipline is 
essential for industrial 
growth. Unfortunately^ 
due to dislocation in the 
factories of some of your 
regular ancillary suppliers, 
there had been disruption 
of regular supply of 
critical components during 
the year and the Company 
had to secure other supp¬ 
lies at short notice neces¬ 
sarily at high cost in 
order to keep the produc¬ 
tion in your factory going 
with minimum dislqcation. 
Taking into account the 
paucity of industrial input 
during the year, the over¬ 
all sates of chassis and 
spare parts for the year 
may be considered satis¬ 
factory. 

You would remember that 
in order to be compatible 
With the accounting year 
of British Leytand. our 
Collaboralor. end major 
shareholders, there was a 
change in your Company s 
accounting year and the 


last period covered fifteen 
months duration ended 
31 at December 1976. 

The period under review 
covers twelve months 
from 1st January 1977 to 
31 at December 1977 and 
this has to be borne in 
mind when you draw 
comparison of this year's 
result with the previous 
period. 

A total of 8,116 vehicles 
were sold during the year 
as against 11.031 during 
the earlier fifteen months' 
period. Sale of engines 
and spare parts showed 
considerable increase. 
There is continuing 
demand for your products 
and w^ have every hope 
that your Company would 
achieve comparable 
results during the current 
year as well. 

Dividend 

Your Directors have 
decided to recommend 
payment of a dividend of 
90 paise per Equity Share, 
that is 187n, subject to 
deduction of tax for the 
year and you will agree 
that this compares 
favourably with last year's 
dividend which was of the 
same Percentage- 

Expansion 

The implementation of the 
expansion programme is 
being maintained and will 
be completed shortly. 
Taking into account the 
present demand in the 
market, the future pros¬ 
pects and the Govern¬ 
ment's policies in regard 
to the growth of the 
Automobile Industry, your 
Directors have decided to 
investigate the possibility 
of further expansion. You 
will be happy to note that 
the Company has received 
an industrial licence for 
the manufacture of indgs- 
trial/marine engines which 
will er^able us to produce 
1,500 nos. per annum by 
way of substantial expan 
Sion, from the existing 
capacity of 120 nos. per 
annum. With a vast stretci 
of sea coast and deep-sea 
fishing facilities in this 
part Of the country, there 
is immense market poten 
tial for marine engines 


Thefor^gn currency loan 
to cover the imports of 
plant and machinery 
required for implemehte- 
tioh of the expansion 

ra lmme was provided 
Industrial Credit and 
Investment Corporation of 
India Limited to which the 
Company is very grateful. 
For rupee finance, we had 
been negotiating with the 
financial institutions who 
were willing to provide 
the necessary assistance. 
However, your Board of 
Directors took into accoun: 
the present financial 
condition of the Company 
and,in consonance with 
Government's policy,your 
Board has decided to 
meet the needs from the 
Company's own internally 
enerated funds. We are, 
owevecgratoful to the 
financial institutions for 
their readiness to help us. 
Exports 

Like many other compa¬ 
nies in India, your Comp<jr., 
has yet to establish a 
stable export market and 
I can assure you that 
efforts are continued to 
be made in this direction 
by your Company. During 
the last period of fifteen 
months I reported a record 
export earning of Rs. 1,138 
lakhs but during the year 
under review, your 
Company could export 
only to the tune of Rs. 591 
lakhs. The demands in 
the export markets have 
been sporadic dnd,a$ 

1 said,it lakes time to build 
a regular and stable 
export market for your 
products. 

Research & 

Development 
Last year I mentioned that, 
bearing in mind the 
Specific requirements of 
customers at home and 
abroad.your Company 
proposed to introduce 
new models of vehicles 
You will be happy to 
know that the Company 
has recently introduced 
two new models, a 
passenger vehicle known 
as Cheetah and a haulage 
vehicle known as Tusker 
which has a gross vehicle 
weight of 13 tonnes. 

Both the models have 
been well-received in the 
market. The Research 
and Development activi¬ 
ties of your Company are 
continuously geared tp 
keep abreast with techno^ 
logical developments and 
bring out new models to 
suit the Indian and foreign 
markets. Though the 
technical agreement pf 
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^latioration betwetn 
Company and 
Bvilish Lev^and is no 
longer in Operation, British 
ievTand have been always 
Willing to consider from 
time to time the rendering 
of specific i(ems:Of. tech¬ 
nical help that may be 
required on terms to be 
agreed upon and as your 
Directors aretontempla- 
ting further expansion, 
your Company would ba 
approaching British 
teyland witn a view to 
procure further lechnotogy 
on terms mutually accep¬ 
table in this regard. 


Managament 

Consequent on the 
reorganisation at British 
Leyland Mr Alex Park 
resigned his Directorship 
from the Board of your 
Company. 


In terms of the under¬ 
taking given to Govern¬ 
ment, the Board of 
Directors, tn consultation 
with British Leyland, have 
been successful in selec¬ 
ting an Indian national, 

Mr R J Shahaney, to 
succeed Mr F Hoidsworth 
as Managing Director of 
your Company. Prior to 
joining us, Mr Shahaney 
was Chairman and 
Managing Director of 
Jessops and Company in 
Calcutta I am confident 
that with his background 
and valuable experience, 
he will make a substantial 
contribution towards 
further progress of the 
Company. We would be 
approaching you for 
approval in due course 
regarding the terms and 
conditions as agreed to 
by your Board and to be 
approved by the Govern¬ 
ment of India. Mr Holds-v^ 
worth was appointed 
Technician>cum-Managing 
Director of your Company 
for a period of two years 
with effect from 1st April 
1976 and the term of 
service of Mr Hoidsworth 
would have normally 
terminated on 31st March 
1978. Your Directors felt 
that it was necessary for 
Mr Shahaney to woix ‘ 
for two or three months In 
close relationship with 
Mr Hoidsworth in India 
and to spend some time 
in British Leyland in 
UK in order to ensure a 
smooth transition in top 
management. This meant 
that Mr Hoidsworth had 
to stay back in India as 
Technician, cum-Managing 
Director for a further 
oariod up to six months 
effective from 1st Ap^il 


1978. In iHis meedttt we 
ere siibmHf r^mel 

resolution for your sanc¬ 
tion and approval fgt the 
extonsron of. term Ot. 
office of Mr Hoidsworth 
as Techrriciancum* 
Managing Orrector of the 
Company fot e further 
period up to 30th 
September 1978 and for 
payment of remuneration 
as set out m the resolution. 


Mr Hoidsworth Will be the 
last in the line of distin- 

^ave been made available 
to us by British Leyland 
to head the affairs of your 
Company as Managing 
Director. You wilt all 
agree that his period of 
office witnessed ail round 
progress in the affairs of 
your Company and I take 
this opportunity to place 
on record our deep 
appreciation for all that 
he has done and to wish 
him every success in the 
future. 


AcknowiedgAvtant 
I am grateful to British 
Leyland for their conti¬ 
nued guidarice and helpful 
attitude in the develop- « 
ment of your Company. 

I would like to record our 
sincere thanks to the 
Central and State 
Governments for their 
encouragement and 
support and also to the 
financial institutions and 
our bankers for their 
continued support in 
the day-to-day opera¬ 
tions and advance¬ 
ment of our business. 

1 would be failing in my 
duty if I did not record our 
great appreciation of the 
enthusiasm and loyalty of 
of all employees and able 
administration of the 
management team which ’ 
have contributed to 
another successful year. 

I must not forget to 
express also the gratitude 
we owe to all our dealers 
end suppliers of materials 
and components for 
their support. Finally, on 
behalf of the Board of 
Directors and thyself, 

I would like to convey 
our sincere thanks to you. 
the members of the 
Company, for all the con* 
fidence that you have 
reposed.tn us which has 
been our mainstay in the 
management of the 
Company. 
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LINOLEUM 

decorative floor-covering 

■Mi wntftAm* tor • iwmber of good riMom I 


• m-CATCMIOO 
Avsilsbts in vivid cokHirs, 
•ttrsctiva pattsrns and plsatine 
deslent-^oreattr eye-apptsl I 

• IAIV-T8-UY 

No intrleata processss Invoivsd 
•tha Instant floor.covarln^ I 

• mn HYOIf NIC 
Dttil-and-dlrt-proof-oasy to 
eteoiH-kespa Inttriors hyglfeb 
and eltsn I 


• iOUNO-ABaCBBCNT 
Absorbs sound sflactivsty— 
tho *hush-buih‘ floor-covsrlng i 

• lONNUime 

Tough snouuh to tsks any 
punMimant - and luta 
lofigarl i, 

• VAlif fOBIIONIV 

Matohaa your naada—and 
your budfai I v 




LINOLEUM comes to you 
In four distinctiye types: 

Plains, Jaspes^ 
Moirelux & Printeds. 

Also available: Lino Tiles 
in Plains and Jaspes. 


INDIA LINOLEUMS 
LIMITED 

9/1. R. N. Mukhcrjce Road. 
Cslcutis-Togooi Pb : 22->49S 


SAaiBRN aOONDMIST 


1147 


IDM6 9.1978 












TUBE INVESmiiNTSOF INDIA LTD. 

(RegdOffice: TiAM House, 11^2 North Beeeb Road, Madras 600 OOt) 


Statement by the Chairman 

Mr. A.M.M. Arunachaiam to the shareholders 


Overall performance better than previous ye^ 
Tl Cycles of India—suspension of operations 



Your CompBfiy*s oversll perforinsnce 
in 1977 Is better then of the previous 
yssr. The msior prominent factor con¬ 
tributing to this improvement is the 

g nformance of the Tubes Unit. The 
ireciors have explained the actions 
leading to this improvement, despite 
the operating losses of the''8icycle 
Unit They have also mentioned why 
the Bicycle Unit has made losses 
ones again in 1977* though .lower 
than previoua two yaarsand raponad 
taparattly at length the unfortunate 
incidenta at the bicycle factory on 
11th January 1978 culminating in the 
suspension of oparationa of that 
factory. 

Tha avtnta reading to tha auapension 
of oparationa in Tl Cyelas of India 
factory (TICI) on 1 Tth January 1978 
should causa aaiioua concern to indua- 
trial msnagaments. whathtr in public 
or privata sector, at they post a for¬ 
midable ehailenga to them to manage 
thalr induatriaa in tha bast manner 
poaaibis. 

At a time whan wall-thoughtout ache- 
met had bean prepared to contain tha 
rising costs of production and also 
incraasa worker and managamant pro¬ 
ductivity and ware In tha proceaaof 
implementation, it is tragic that tha 
workmen should have adopted an 
Intractable and unhelpful attitude. 

During the last two years, the mana¬ 
gement's plans and efforts begsr. to 
yield results and had bean accepted 
and appreciated by the customers, the 
trade and tha auppliara. It looked as if 
tha time had coma to turn tha corner 
in terms of pushing up sales of this 
duality product both in tha domestic 
and tha international markets. 

Tha layout of tha unit which was da- 
aignad for impitmanting the 'integra¬ 
ted operations* licancsd 25 years ago 
needed to be radasignad with a view 
to improving tha utilisation of plant 
and equipment without unduly costing 
a burden on the workmen. That the 
relay out of this plant should not have 
received the cooperation of tha work¬ 
men ii the moat unfortunalt pirt of tha 
tale of TICI. 

TICI. e Unit of Tube Inveatmenta of 
Indie Lid., (tha Company) has caaatd 
to be economic due to factors beyond 
the control of management. Nobody 
will faulMhe Company a pioneer in 
the manufacture of the common man's 
vehicle with reekitaa management. On 


the contrary, eontidaring tha Com¬ 
pany's sound financial position, which 
is mainly due lo prudent financial 
managamant over tha years, they art 
likely to be lauded. In fact. TICI it in a 
fortunate position in tarmaof assets to 
dtschargt tha liabilitiaa without any 
difficulty if ao required. 

Apart from tha non-cooperative atti¬ 
tude of iebour. which is most unfortu¬ 
nate when the unit it bated on inte¬ 
grated operations as against the 
assembly type of units, six other 
factors have contributed to the present 
predicament. 

—Higher wages paid by TICI than tha 
wages paid by tha bicycle unite in 
tha upcouniry. 

—Lower productivity of workman in 
TICI as compared totha productivity 
of workman in tha North Indian 
units. 

—Staap aacalatton In input coats 
which a quality conscious (intagra- 
lad oparationa) managamant faces 
as against tha aastmbly type unit. 

—Higher price of TlCl's products due 
to aforamantlonsd three factora and 
lose of tha markai to North Indian 
manufacturers. 

—Problem of inflexibility facing tha 
integrated units in adapting to 
changes in procaaa. materials or 
even employmsnt 

—Undermining of financial viability 
of the older unit# due to price 
control from 1963 to 1974. 

Dsspitt my explanation, tha dominant 
thought in your mind could be, why 
TICI has not been ebie to improve its 
performance when some of the Other 
bicycle units are doing much better 
end tspecially when TICI hat foreign 
collaboration and has' aophlaticatad 
machinery and plants using quality 
raw matariala and producing quality 
blayclat. 

Tha unite In tha bicycle industry which 
have partormad wall in recant years 
srethoaa which anjoy lower wagaa, 
higher productivity and ataadily ificra- 
asing volume. Tha unite whibh aro 
diaadvantagaoualy placed with regard 
to high wagaa and low produetivity 
raeulting in a steady aroalon of their 
aalaa volume have gong tlofc, Th# 
Govarnmant hat bean running two 
such units for aomt yaari now* but 


thalr efforts also have not mads the 
operation of these units viable. 

At referred to earlier, in spile of these 
Odda the management of TICI worked 
out ■ tutn-round strategy and were in 
theprocessof implementing itsuccess- 
fully when militant labour elements 
precipitated e showdown end frustra¬ 
ted the pursuance of the good work 
etready undartakan. 


What are tha opiiona />pen to tha 
management lacing a crisis situation 
in one of its units? How long should 
the Msnagtmtnt allow tha perfor¬ 
mance of this lofs-msking unit to 
affect the performance of the other 
units in tha Company? 

This is tha chaltanga facing tha Com¬ 
pany's managamant today. The Com¬ 
pany does not want to close down a 
unit just for tha sake of doing ae espe¬ 
cially whan it is a pioneer and if it can 
•till operate it viably as it bslisvas it 
can given the right conditions, circum¬ 
stances end cooperation. No aocially 
raaponeibia antrapranaur would like 
an enterprise that ha hat oraatad, to 
become tick and die; on tha contrary, 
ha would like to nurse it. make it 
viable, healthy and profitable, provi¬ 
ded the situation is fsvourable. 

The Board of Directors is fully alive to 
and daeplyappraeiativa of theconcarn 
in various quarters to tha prospect of 
a premier manufacturing unit of this 
Company closing down Its operations 
and their anxiety to avoid it. What 
hat bean and is uppermost in the mind 
of tha Board is the queetion of its 
viability. Whatavar the final outcome 
of its afforta to eatablish its rights 
under law. it will be Management's 
endeavour topreterva andatrangthen 
the health of thg corporate body ea a 
whole to that it could continue to 
diecharga Its (tapontibilitita in a aati- 
afactory manner i.g. to uaa the resour- 
cat mad# Ovallabla to it effactively 
and affioiantly to at to earn a aurpiua 
after rewarding tha lactora of produ¬ 
ction. 

Vour Diraetoff have rafarrad. in thalr 
raport. to a f raah iaaua of aquity eaplial 
to ba utiliatd for tha axpansion of 
your Cempany'a axlating production 
faaiNtiaa. Your Company holds an 
induaiflat lloinea for manufacturing 
**CM Boll formad Bactiona in gittal 
and manlpufation and manufaetura of 
ariiclaa mada out of Cold Bollad 


Bactiona" andhaa aatablishad factli* 
ties at Avsdf to fabricate these aact- 
iont. The licensed capacity is not yet 
fully utilised as tha demand for theta 
products in tha Enginaaring Industry 
has bean building im only gradually. 
Construction and Tranaportation art 
two other industries where these sec' 
tions could be used to advantage. 
Your Oirectora conatder this a promi¬ 
sing area and have Initiated nacasaary 
action. Depending on the findingt 
of the market survey which is eirsedy 
in progress, they propose to expand 
tha activities of the Metal Sections 
Unit to meet this need. Tha aquity 
istue which may ba brought out in 
early 1978 would be utilised tofinance 
this axpansion. 

One of tha areas engaging our atten¬ 
tion is the need to use our technical 
skills to develop ancillary and small 
scale induatriaa at tha village level to 
make products that have a bearing on 
the rural economy. To thit and. with 
tha help of Tha Indian Inatituta of 
Technology, a prototype bullock cart 
was deeigned. made of tubee end 
metal sections. The advantages of 
this cert, in addition to the conside¬ 
rably longer life that it will have, are 
the higher pay-toad It can carry and 
tha incorporation of features that 
reduce tha load on tha bullock. Pro¬ 
totypes have been given for extensive 
field trials- Whan this is complaied 
wa shall make the nacasaary package 
of tubes and aactiona which will be 
fabricated into certs by email scale 
unite at tha vlilaga laval. Wa believe 
that this may wall prove to be a signi¬ 
ficant contribution that your Company 
will ba making in tha field of rural 
davalopmant. 

Ti Diamond Chain Ltd.. Improved ita 
salat contidarably during tha year 
compared to tha previous year. Thia 
was mainly due to tha larger sales of 
Induatrial ohalnt In the domestic end 
international markets. Tha good qua¬ 
lity of the products at wall as vigoroue 
marketing, have contributed to the 
higher tilts. 

Tl Miller tld.« haa improved ita aalee 
•ubitamitlly during the year conipa^ 
rad to the previous year on account 
of continued emptiMla ptaead on 
quality of the Company's products aa 
tleo the marketing afforta undartakan. 
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It gives xne much pleasure to 
welcome you to this, the Forty- 
eight Annual Oeneral Meeting 
of your Company. The Ac¬ 
counts and Directors* Report 
have been circulated, and with 
your permission I shall take 
them as read. 

BOARD OF DIRECTORS 
In Memorlam 

Before proceeding with my 
statement, I would like to pay 
homage to the memory of the 
late Mr. J.F. Heatly who died 
In February this year. Mr 
Heatly had served the Com¬ 
pany for many years until his 
retirement in 1960 as an Exe¬ 
cutive Director. 

Changes in the Board 

There have been a few chan¬ 
ges in the Company’s Board 
last year and also this year. 

Mr G T. Holdsworlh, Group 
Deputy Chairman and Manag¬ 
ing Director of Guest Keen & 
Ncttlefolds Limited, UK., re¬ 
signed from the Board of your 
Company from 11th October 
J977 in view of his enlarged 
commitments. Mr, Holds- 
worth look great interesit in the 
operations of the Company 
and, in spite of his very busy 
programme, had been able to 
attend a few Board Meetings 
in India. I would like to place 
on record on your behalf and 
mine our deep sense of appre¬ 
ciation for Mr. Holdsworth’s 
advice and guidance. 

Mr« P. Anant also resigned 
from the Board of the Com- • 
pany from 1st September 1977. 
He joined our Board in 1975, 

^ and during his tenure had ren¬ 
dered us very valuable service. 

I would like to place on record 
our appreciation of his services. 

Mr. N. Ohose, Deputy 
Chairman and Managing Dir** 
ector, resigned from the Board 
on cessation of his employment 
in the Company with effect* 
from 5th Decbnber 1977. 



Mr. Holdsworth's place on 
the Board was taken up by the 
appointment of Mr, R.E.J. 
Roberts, Director of Guest 
Keen & Ncttlefolds, Limited, 
U K. Mr. Roberts, a qualified 
engineer with wide experience 
in very senior positions leading 
to his appointment on the 
Main Board of Guest Keen Sc 
Ncttlefolds Limited, is a most 
valuable addition to the Board 
of your Company. He vacates 
office today by rotation, and I 
would commend his re-appoint¬ 
ment strongly. 

We also welcome Mr. D P. 
Kharia who was appointed to 
the Board in the vacancy caus¬ 
ed by Mr. Anant’s resignation 
Mr. Kharia is General Mana¬ 
ger (Operations) and Director 
ofTata Iron & Steel Company 
Limited, and 1 am quite sure 
his association with us will 
strengthen the Board. Mr. 
Kharia also retires by rotation 
at today’s Meeting and I would 
commend equally strongly his 
re-appointm6nt. 

Mr. M.R. Sundaram, who 
was Secretary St Controller of 
the Company, was appointed 
a Wholetime Director from 1st 
December 1977. His was a well 
deserved appointment, and I 
feel sure that the members 
will approve his appointment 
at today’s Meeting. 


Mr. Sukhendu Ray was ap¬ 
pointed Managing Director 
and Chief Executive of your 
Company from 7th April 1978. 
Mr. Ray has been in this Com¬ 
pany for 24 years and served 
the Company in various capa¬ 
cities during this period. He 
was appointed to the Board in 
1969, and I wish him success 
in his new assignment. 

Lastly, myself. It has been 
my intention for quite some 
time to lay down my office 
which I feel I had been carry¬ 
ing longer than 1 had intended 
to. I have, accordingly, relin¬ 
quished my executive respon.si- 
bilities since 1st April this year. 
However, the Board of Direc¬ 
tors have asked me to continue 
as Non-Executive Chairman of 
the Board and also to act as 
Advisor to the Company for a 
while. In view of my long as¬ 
sociation and my interest in 
the well being of the Company, 
I have accepted these assign¬ 
ments but only for a maximum 
period of one year. 

Id Gratitude 

It is, therefore, most likely 
that this General Meeting may 
be the last that I might be pre¬ 
siding over. I would like to 
take this opportunity of saying 
Thank You to all of you. To 
the members of the Company 
from whom at General Meet¬ 


ings and outside Meetings I 
have received nothing but un¬ 
failing courtesy, cooperation 
and understanding; who have, 
despite occasional disappoint¬ 
ments, appreciated our prob¬ 
lems and borne with us, and 
who have continuously encou¬ 
raged and helped us in running 
and shaping this Company. 
To all my colleagues, from the 
.shopfloor to the board room, 
who arc an excellent band of 
people and from whom I have 
received every support. I retire 
with the comfortable know¬ 
ledge that the management of 
your Company is in the hands 
of experienced and able people 
who whilst maintaining the 
character and tradition of the 
Company will also explore all 
possibilities for future growth 
in areas that will match our 
talents and aspiration. To our 
associates. Guest Keen & Nct¬ 
tlefolds Limited, U.K., mem¬ 
bers of its Board and its senior 
executives with whom I had 
the opportunity to come in con¬ 
tact and with whom 1 have had 
the privilege of working during 
my 35 years of service in India, 
but for whose help, contribu¬ 
tion and sympathy 1 could have 
hardly achieved what I might 
have done in my humble way 
in furlhcring the interest of 
your Company. 

OPERATIONS DURING 1977 

In my statement to you last 
year I expressed concern about 
the business outlook but was 
yet a little hopeful that 1977 
was likely to be somewhat 
better than 1976 unless there 
was an exceptional adverse 
turn of events. I am glad that 
I have been proved correct and 
that this improvement Was ac¬ 
hieved despite very severe 
power cuts which your Com¬ 
pany experienced throughout 
last year at its Howrah Works. 
Even so, we still continue to be 
below our peak performance 
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and it ia a persona] disappoint¬ 
ment for me that at the time 
of my departure the Company’s 
performance still remains be¬ 
low par. The industrial and 
business climate had remained 
depressed and except an certain 
product lines, your Company 
was by and large operating in 
a situation of fairly subdued 
demand. Even in exports there 
was some setback, particularly 
because of conditions prevail¬ 
ing in the North American 
market which is one of our 
largest outlets. 

OjUTLOOK FOR THE 
FUTURE 

Crystal gazing is not my pro¬ 
fession, and as a professional 
manager I would not accept 
this as a rational proposition 
either. Yet, I fear, from what 
I see all around, it will take a 
very brave man indeed who 
can forecast the ftiture—both 
immediate and long term—with 
any degree of astuteness and 
confidence. 

The Challenge of Change 

All I can say with some con¬ 
fidence is that the future will 
continue to be a challenge for 
us. And our organisation, like 
any other successful organisa¬ 
tion, must learn to thrive with 
such challenges—for th^r bring 
to the forefront the entire 
nexus of management skills 
that compel an organisation to 
think afresh, reorient or at 
least revalidate its priorities, 
seek new directions, and identi¬ 
fy new corporate goals. In such 
times, in the milieu of stress, 
the “total futility of fact” that 
Henry James spoke of, is over¬ 
whelmed by the compulsions 
of hope, and from the deep 
well of our corporate cerebra¬ 
tions emerge new aspirations, 
new ideas. These create the 
dynamics of change. 

The arithmetic of corporate 
decision making depends on 
certain established ground 
rules. This is particularly true 
in an economy like ours, where 
there is a relentless dialectic 
between the demands for 
economic growth and efficiency 
which corporate business faci¬ 
litates, and the demands for 
increasing controls to limit the 
powers of such corporate busi¬ 
ness. It is when these controls 


become so overtbhelming that 
they tend to inhllHt growth and 
make future punning far too 
nebulous to protme a respon¬ 
sible basis for (fadsion making, 
that one pleads for a revalua¬ 
tion. For any btUioess, if it is 
to survive, muit extrapolate 
into the future to assess its 
possibilities, programme for 
growth, anticipate clumge, and 
be prepared for long term 
contingencies. 

The Constraints to Growth 

The controls that have been 
imposed on the corporate sec¬ 
tor in our economy are severe. 
The mystique of a planned 
economy has created its own 
fiscal theolo^. Constraints re¬ 
late to vital issues like money, 
its source and its utilisation, 
the size and nature of business, 
and the directions of growth. 
These functional limhs one has 
come to accept as both inevit¬ 
able and perhaps somewhat 
necessary within the overall 
matrix of the nation’s plan for 
growth. But these constraints 
are compounded today by 
several quite unanticipated pro¬ 
blems: among them, an un¬ 
predictable power sitution in 
most parts of the country, a 
mercurial socio-political ambi¬ 
ence, and the frequent compro¬ 
mise with economic shibboleths 
nurtured by political strate¬ 
gists as what Galbraith calls 
“the conventional wisdom.’’ 

To expect business to be 
totally free in the complex 
matrix of today’s pluralistic 
society may be anachronistic. 
Yet one expects, and quite just¬ 
ly in my opinion, a certain 
degree of autonomy for the 
corporate sector if it is to 
succeed and deliver the goods 
that society expwts of it, ins¬ 
tead of faltering in a climate of 
ambivalence and acrimony. 
While it is true that doctrinaire 
priorities cannot always be en¬ 
tirely divorced from economic 
decision making, the arbiters 
of our fiscal destiny must ^ 
allowed some freedom to im¬ 
plement those options that will 
achieve results and not suc¬ 
cumb to the compulsions of 
poleim’c. 

While I have always held 
that a certain degree of finan¬ 
cial discipline is often neces¬ 
sary to meet, the t}rranny of 


blind market forces, I beliqye 
it is equally inqmrtantto tfilow* 
btuiness me freedom tocem- 
dmt its tosiness with some 
autonomy wfthin its delineated 
boundaries. A pragmatic ap¬ 
proach towards the corporate 
sector, with the right admix¬ 
ture of flexibility Md flntmess, 
can alone in^re its c<mfi- 
dence. And sudi confidence is 
essential if maiugement is to 
be responsive to the blueprint 
for social change. “In dreams 
begin responsibilities,’’ said 
Yeats—and it is time we as a 
nation had the courage to face 
the future vrith confidence and 
search for that vivid utopia 
which lies in the heart of our 
consciousness. 

Our Corporate Response 

What then are the options 
before us? 

We shall have to live with 
certain constraints. These are 
the limits within which the cor¬ 
porate sector is allowed to 
function today. Instead of 
suffering this as a straitjacket, 
we must accept such cons¬ 
traints as a challenge and see 
how we can maximise our as¬ 
pirations within these restric¬ 
tions. In our ability to meet 
this challenge shall lie the 
success of the management 
skills we have honed our the 
years. 

Yet what worries us today 
are not so much these regula¬ 
tions on growth and activity as 
the other unpredictable factors 
that have assumed awesome 
proportions in recent times. 
Take the case of power, for 
instance. Unless swift and 
decisive action is taken by the 
government to meet the crisis 
of power shortage, the pro¬ 
blems of industry will bo com¬ 
pounded. Similar input prob¬ 
lems need to be tackled on an 
urgent basis—otherwise, indus¬ 
try will be condemned to a 
crawling annual growth rate 
despite the favourable harvests, 
a burgeoning foreign exchange 
reserve, accelerating exports, 
and prospects of increased 
government spending in the 
more vital sectors of the econo¬ 
my- Manifesting this crisis of 
confidence is the lack of fresh 
investment in industry despite 
the fairly bullish trend in the 
stock exchanges. 


Among foe legulatioiu on 
our fooctimfo^ iad growfo, 
the ooatrols imposed by FERA 
are pertioularly rrieyeat at foe 
moment. Ri accordance with 
FERA directives, our Compai^ 
with its for^gn equity holding 
pattern is governed by certam 
clearly established rules. Out 
areas of activity are defined 
and though these somewhat 
limit the scope of our current 
functioning and futu» growth, 
it does not necessarily mean 
that opportunities have been 
irrevocably thwarted. Possibi¬ 
lities of future growth and 
diversification remain, albeit 
within the ovmall parameters 
laid down by FERA. 

The Preferred Option 

We have opted under FERA 
to change foe character of our 
business profile which, to me, 
offers promising challenges for 
the future rather than take the 
easy route of dilution of foreign 
equity holding to 40 per cent. 
As we are already functioning 
quite clearly in the area of 
sophisticated technology, a fact 
borne out by our current pro¬ 
duct range and list of customer 
industries, such a change of 
character will not involve a 
complete overhaul of our cur¬ 
rent manufacturing operations. 
It will decidedly need some 
shift in our current production 
profile and this shift will in¬ 
volve moving into new areas of 
manufacture, changing the pro¬ 
duct mix in some of our opera¬ 
ting divisions, and introducing 
new and sopUsticated techno¬ 
logy into the country for the 
production of goods and ser¬ 
vices that will meet the needs 
of critical growth areas. The 
urgency of change creates its 
own compulsions, and I am 
sure we will be able to meet 
this challenge before us. 

The sine qua non of our de¬ 
cision to diange our coiporate 
profile is the confidence we vest 
in our ability to nspond to 
new challenges that are cons¬ 
tantly being thrown at ns. Re¬ 
silience demands foresi^. It 
is based on the belief that it is 
not enough to anticipate the 
future, one must be able to 
assure it. The dedsion to alter 
our activity profile and redirect 
ourselves to s<wie extent will 
mean considerable and consis¬ 
tent managemmt effort, and I 
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am certain we luvetiw wliere- 
wittol ttt achieve this. 

In ftnilGIrKW as a Company 
has traditionally responded to 
change both swiftly and with 
imaginmion daring the past five 
decades of its existence. What 
began primarily as a small 
factory supplying sleepers, 
points and crossings and railway 
track materials to the Indian 
railways in the mid-twenties is 
today a versatile engineering 
complex with a diversified pro¬ 
duct range and a reputation as 
innovators. The level of tech¬ 
nological resources available 
at GKW, and the human skills 
' that have been nurtured over 
the years, provide me with con¬ 
fidence in its ftiture, despite 
the uncertainties that are inevi¬ 
table in any corporate blue¬ 
print for change. 

Need for Creative Collabora¬ 
tion 

The fact that GKN our in¬ 
ternational associates will be 


also there to offer us their assis¬ 
tance is an equally vital factor 
for confidence. GKN have 
always unstintedly provided us 
with sophistknted know-how 
and the advantages of their 
vast resources, experfenceand 
highly developed research and 
devdqpment facilities. Their 
international operations have 
also helped us to make export 
thrusts into overseas markets, 
where our products have pro¬ 
ved successftil. In fact, export 
will continue to be of abiding 
interest for both our associates 
and ourselves. And an exten¬ 
sion of our international custo¬ 
mer base will help us avoid the 
vagaries of depending on a few 
markets for most of our ex¬ 
ports, as at present. The im¬ 
pact on our export performance 
this year by reduced oSlake of 
fasteners in the North Ameri¬ 
can market underscores this 
concern of ours. OuT recent 
order of Rs 75 lakhs of elastic 
rail spikes secured from the 


(an^adeah Railways and a 
letter of intent received from 
the Hiilippine Natimwl Rail¬ 
ways for the same product, 
valned at Rs 150 lakhs, provide 
evidence of the new export 
thrust of your company. 

Our options under FERA, let 
me hasten to assure you, are 
not the only compulsion for 
change. The market makes ks 
own demands. An organisation 
like ours, if it is to continue to 
play a major innovative role, 
must constantly renew its tech¬ 
nology, seek new impulses for 
change. Growth in such an 
area .comes from the awareness 
that corporate responsiveness 
to change can alone ensure 
one's critical role in an envi¬ 
ronment where growth has its 
own ruthless logic. We recog¬ 
nise this. And from this aware¬ 
ness stems our concern for 
change, a concern catalysed 
by the market forces that 
obtain. 

It is here that our associates 


will prove to be our itacit 
valued partner in view of their 
access to advanced international 
know-how and thrir wide, ex¬ 
perience in similar technologi¬ 
cal areas. I am confident that 
With their help and our abili¬ 
ties we shall be able to meet 
the requirements of change and 
successfully direct this com¬ 
pany towards new horizons of 
growth and adiievement. , 

IN CONCLUSION 

Finally, I would like to take 
the opportunity to ofibr my 
sincere thanks and appreciation 
to all members of the GKW 
family for their help and co¬ 
operation during my long asso¬ 
ciation with them. I wish them 
all success for the future, and 
1 am sure our shareholders will 
join me in extending my appre¬ 
ciation to them for their sincere 
efforts during the past year. 

Note; This does not purport to 
be a record of the proceedhigs 
of the Annual General Meeting. 
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Finances of large public 
limited companies, 1976-77 


RECORDS 


AND 


STATISTICS 


The salient features of the overall performance of 404 selected large non-government, 
non-financial public limited companies (each with a paid-up capital of one crore 
rupees or above) during the year 1976-77, as revealed by a study prepared by the 
^division of Company Finance of the deportment of Statistics, Reserve Bank 
of India are given below: 


employees* welfare expenses) 
and ‘‘Other expenses” were 
prominent among the other 
items contributing to the in¬ 
crease in expenditure. 


The year 1976-77 was a year 
of .fair growth in sales, profits 
and gross fixed assets. Sales 
were up by 13 per cent during 
the year, grossprofits, by slight¬ 
ly less than 10 per cent and 
profits after tax, by almost nine 
per cent, while gross fixed 
assets formation rate was 8.3 
per cent, 

A welcome feature of the 
operations was the drawing 
down of the inventory of both 
raw materials, components, 
etc, and finished goods, but 
the increase in work-in-progress 
and other inventories slightly 
more than countervailed this 
and, as a result, there was an 
overall growth in inventories 
albeit at a marginal rate. Even 
with this significant rate of in¬ 
ventory build-up, which came 
on top of a shaip decline in 
growth rate during 1975-76, 
holdings of raw materials, 
components, etc., were almost 
two-months’ consumption re¬ 
quirements, and inventory of 
finished goods and work-in- 
progress amounted to nearly 
seven weeks* sales. 

Short-term Borrowings 

Another significant feature 
was the six per cent in¬ 
crease in short-term bank 
borrowings, although the 
overall increase in inventories 
was only less than half of one 
per cent. In the result, short- 
irtcnn bank borrowings as a 
powers of suuf inventories mov- 
ness. It is when 
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ed up, from 47.8 per cent in 
1973-76 to 50.3 per cent in 
1976-77. 

Capital formation rates, 
gross and net, were compaza- 
tively low, at 5.8 per cent 
(Rs 517 crores) and 3 4 per 
cent (Rs 203 crores), respec¬ 
tively due largely to low-key 
inventory build-up The gross 
fixed assets formation rate of 
over 8 per cent was less tlian 
the 10.3 per cent growth rate 
observed in 1975-76 in the case 
of the 385 large public limited 
companies covered in the pre¬ 
vious study. This, however, 
should be viewed in the back¬ 
ground of an all-round incre¬ 
ase in profits and profitability 
and higher cash flow, despite 
hiking of dividends during 
1976-77. 

Value of Production 

Value of production of the 
selected companies increased 
by Rs 982 crores from Rs 9,262 
crores in 1975-76 to Rs 10,244 
crores in 1976-77. Thanks to 
an increase of Rs 66 crores in 
other income, total income (in¬ 
cluding non-operating surplus/ 
deficit) rose by Rs 1,048 crores 
and stood at Rs 10,493 crores 
in 1976-77. Expenditure also 
grew, but a smaller margin, 
and gross profits recorded an 
increase of Rs 91 crores and 
pierced the Rs 1,000 crores 
mark, to reach Rs 1,034 crores. 
Interest claimed a large slice 
of the increase in gross profits 
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(Rs 39 crores) and» consequen¬ 
tly, operating profits were 
up by only Rs 52 crores. With 
non-operatmg suiplus contri¬ 
buting Rs 47 crores, pre-tax 
profits of the companies 
amounted to Rs 716 crores 
(Rs 669 crores in 1975*76). 

Higher Profits 

After-tax profits were Rs 334 
crores, which was Rs 27 crores 
more than in the previous year. 
With companies raising divid¬ 
ends (by Rs 19 crores) from 
Rs 153 crores in 1975-76 to 
Rs 171 crores in 1976-77, re¬ 
tained profits at Rs 163 crores 
were higher by only Rs 8 crores 
than in the previous year. 

The improvement in the 
overall working results were 
reflected also in the profitabi¬ 
lity ratios. The ratio of gross 
profits to total net assets and 
of profits after tax to net 
worth improved marginally 
over the year, the former from 
11.4 per cent to 11.7 per cent 
and the latter from lO.O per 
cent to 10.3 per cent. The 
ratio of gross profits to sales, 
however, declined fiom 10,4 
per cent to 10.1 per cent. 

The bulk (60 per cent) of the 
increase in expenditure (inclu¬ 
ding interest payment) during 
the year was contributed by 
raw materials, components, 
etc, and stores and spares 
consumed. Remuneration to 
employee (salaries, wages and 
bonus, provident fund and 
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The share of raw materials, 
components, etc., and stores 
and spares in value of produc¬ 
tion was slightly less than 57 
per cent in both 1975-76 and 
1976-77, while the share of 
other major items viz., remune¬ 
ration to employees, declined 
from 13.9 per cent in 1975-76 
to 13 5 per cent in 1976-77. 
There was a decline in the 
share also of operating surplus 
from 4 7 per cent in 1975-76 
to 4 1 per cent in the year 
under review. Power and fuel 
and ‘other expenses’ accounted 
for larger shares of value of 
production in 1976-77 than in 
the previous year. The share of 
interest also rose marginally 
but, even with this rise, inte¬ 
rest accounted for only 3.6 per 
cent of value of production. 

Ratio of Interest 

The ratio of interest paid 
during the year to the average 
of outstanding borrowings ati 
the beginning and the end of 
the year, which may be taken 
as a rough estimate of the 
average cost of borrowings, 
was the same (12.4 per cent) in 

1975- 76 and 1977. For obvious 
resons, the ratio is admittedly 
only a rough measure of the 
average cost of borrowings.^ 
but it seems reasonable to 
assume that the increase in 
inrerest payments during 

1976- 77 was not so much re¬ 
lated to any increase in the 
average cost of borrowings as 
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to tibe id^ivakB in tbe ootstaad- 
ing borcpwingx. It is also of 
interest to note tbat the ratio 
was below 13 per coit. 

Gross assets formation of 
the selected companies during 
1976-77 amounted to Rs 862 
crores. More than half the 
assets formation was in the 
form of fixed assets- Next in 
importance, but far behind, 
were loans and advances and 
othm debtor balances. The 
inventory build-up during the 
year was only Rs 12 crores. 

Assets Formation 

International soiuces financ¬ 
ed slightly over half the assets 
formation (52 per cent), de¬ 
preciation provision providing 
the buk of internal sources 
(Rs 314 crores out of Rs 449 
crores). Among external 
sources (totalling Rs 413 cro¬ 
res, representing 48 per cent 
of total sources of funds), 
borrowings, more than half of 
which was by way of borrow¬ 
ings from banks, con.stituted^ 
the most important source fol¬ 
lowed closely by trade dues 
and other current liabilities. 
Increase in bank borrowings 
as a proportion of external 
sources of funds (adjusted for 
revaluation due to devaluation/ 
revaluation of foreign cur¬ 
rencies, etc.) was 24.7 per cent. 
The ratio of current assets to 
current liabilities in 1976-77 
was 1.29, against 1.30 in 
1975-76 and debt as a propor¬ 
tion of equity was 46.5 per 
cent, against 45.5 per cent. 

The larger expansion in 
loans and advances and other 
debtor balances than in trade 
dues and other current liabili¬ 
ties, noticed in 1975-76, con¬ 
tinued, indicating a further 
erosion hi the large companies' 
position as a net absorver of 
suppliers' credit. This could 
have been the net result of the 


reduction inventory iioldiogs 
of raw materials and compo¬ 
nents leadhig to a contraction 
in the vojiime of csedit pur¬ 
chases, on the one hand, and 
the simultaneous expansion of 
credit sales pushing up the 
debtor balances, on the other. 
Substitution of bank finance 
for suppliers' credit in financ¬ 
ing existing inventdiy holdings 
could also have been a contri¬ 
butory factor. Ihe much 
larger expansion in short-term 
bank credit than in inventory 
holdings appears to lend sup¬ 
port to this presumption. A 
question which poses itself in 
this connection is: Is it that 
bank finance was cheaper and/ 
or more easily available than 
suppliers' credit ? 

Diverging Trend 

The industry-wise data- 
showed divergences from the 
overall patterns discussed 
above. Rubber and rubber 
products and paper and paper 
products companies reported 
decline in both value of pro¬ 
duction and sales as compared 
with 1975-76, while these com¬ 
panies, as also cement and 
shipping companies, reported 
decline in operating profits, 
the decline being particularly 
marked in paper and paper 
products and shipping industry 
groups. On the other hand, 
in aluminium, engineering and 
chemicals industries, the com¬ 
panies had substantially higher 
operating surplus. 

Cotton textiles companies 
ended the year with an overall 
deficit of Rs 5.6 crores after 
making tax provision. These 
companies had an overall defi¬ 
cit of Rs 2.9 crores after tax 
provision in the previous year. 
With only a marginal reduction 
in dividend payments as com¬ 
pared with the luevious year, 
the net deficit of 1976-77 
amoimted to RiS 17 crores. It 


may, iiowever, be noted that 
the entire tax, provision and 
almost the whole of the divid- 
0)4 paymoits were made by 
the 26 profit-making compa¬ 
nies, which had an overall 
si^us of more than Rs 12 
crores to plough back into 
business. Juxtaposing the 
figures in respect of profit 
making companies with those 
of mi selected companies in the 
industry, it would be seen that 
the 19 loss-incurring compa¬ 
nies ended the year with an 
overall deficit of almost Rs 30 
crores. 

Companies in the alumi¬ 
nium, engineering and chemi¬ 
cals industries which turned in 
an improved performance 
raised their dividends during 
1976-77. Despite a handsome 
hike in the dividends, the re¬ 
tained profits of engineering 
companies rose sharply from 
Rs 26 crores in 1975-76 to 
double that amount in 1976-77. 
Alum'nium and chemicals 
companies also had larger 
surplus to plough back into 
business a^r payment of 
higher dividends. Their record 


Value of production 
Sales* 

Gross profits 
Operating profits 
Profits brfore tax 
Profits after tax 
Dividends 
Profits retained 
Gross fixed assets 
Net fixed assets 
Inventories 


was, however, not as impas¬ 
sive as that of engineering 
companies. 

Companies in cement and 
rubber and rubber products in¬ 
dustry groups only marginally 
reduced their dividends, al¬ 
though ia both the groups the 
after-tax profits were substan¬ 
tially lower than in the pre¬ 
vious year. Cement companies 
had to draw upon their reser¬ 
ves to the extent of Rs 3 crores 
and rubber and rubber product 
companies, to the extent of 
more than Rs 4 crores, for 
making dividend payments. 
Shipping companies slashed 
the dividends by more than 
Rs 2 crores, but this, was less 
than proportionate to the dec¬ 
line in the after-tax profits. 
There was, iherefore, a sharp 
decline of Rs 15 crores, from 
Rs 21 crores in 1975-76 to Rs6 
crores in 1976-77, in the re¬ 
tained in profits of these com¬ 
panies. Electricity generation 
and supply companies could 
marginally raise their divid¬ 
ends and also retain a targer 
overall surplus than in the pre¬ 
vious year. 


9,262 

10,244 

9,055 

10,222 

944 

1,034 

617 

669 

669 

716 

307 

334 

153 

171 

155 

163 

6,118 

6,628 

3,275 

.3,471 

2,759 

2,770 


ns3 


*Note of rebates and discounts and excise duty and cess. 
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Finances of selected medkim and 
large private limited companies 

Th* 8 ftli 6 nt fflatures of tho ovorall porfornianco of 1|001 aftet tax declioed by SS.2 par 
salactad medium and large private limited companiea cent to Rs 14 crores in 197S- 
(each with a paid-up capital of Re S lakhs or above) 76 (Rs 32 crores in 1974-7^. 

during the year 1975-76, ae revealed by a study prepared This was in continuation of 
by the division of Company Finances of the department the decline in the previous 
of Statistics, Reserve Bank of India are given below: year. 


cent ia 1974-75, the pnflt- 
naking oomfMuiies aeoouttfng 
{ot almost the eatire amount 
of di^dends dedared. As a 
result, retained fuofiti drop¬ 
ped steeply from Rs 22 crores 
to Rs I eton. All the selected 
profitabiUty ratios showed 
substantial declines in 1975-76 
as compared with 1974-75. 

The gross assets formatioo 


The VALUE of production of stood at Rs 2,013 crores 
selected 1,001 medium and (against Rs 2,024 crores in the 
large private limited com- previous year) and sales (net 
panies (each with a paid-up of rebates, discounts and ex¬ 
capital of Rs 5 lakhs or more) else duty and cess) at Rs 2,002 
declined marginally and sales crores (against Rs 1,979 
showed a small rise during tlie crores). The stock of finished 
year 1975-76, in contrast with goods and work-in-progress 
the handsome growth rates were higher by Rs 11 crores, 
recorded in 1974-75. Operat- against Rs 45 crores. 
ing profits suffered a setback " 
whidi was reflected in profits Variyi^ Trend 
before tax and profits after tax. 

Notwithstanding the reduced The total expenditure (in¬ 
profits, the companies declared eluding interest charges) which 
higher dividends with the re- has ris^ by 20.2 per cent in 
suit that there was a steep fall 1974-75 showed a small rise 
in retained profits. Almost the of 0.9 per cent during the year 
entire amount of dividends under review. A decline of 
declared was accounted for by 0-3 per cent in total income 
profit-making companies. (excluding non-operating sur¬ 
plus/deficit), on the one hand. 
Decline in Assets and a rise of 0.9 per cent in 

expenditure, on the other. 
The year 1975-76 also resulted in a decline of Rs 24 
witnessed a substtntially crores (29.2 per cent) in ope- 
reduced level of rosSg assets rating profits which stood at 
formation—'less than half of jg crores. The decline was 
that in 1974-75, a steep Iq contrast with the 11.5 per 
decline in the rates of fixed ,jgg registered in the pre¬ 

assets formation and capital vious year. The non-operatiog 
formation (both ^ gross and surplus having increased from 
not), decumulatton of in- r, g ,o rs jq crores, 

ventories, continued reliance profits before tax at Rs 68 
on external sources for financ- crores (Rs 87 crores in 1974- 
ing the m^'or part of even the 75 J showed a decline of 22 3 
consido'ably reduced level of There was a down- 

assets formation, rise in debt- adjustment in tax pro¬ 
equity ratio and moderate dec- yjjjon ^hich at Rs 53 crows 
line in the rate of growth in absorbed a larger share of pre¬ 
bank borrowings. tax profits ( 78.7 per cent) in 

The value production of the 1975-76 than in the previous 
selected companies in 1975-76 year (63.0 per cent). Profits 


Although the after-tax pro- of the selected companies de- 
fits wew substantially lower, dined steeply by over Rs 100 
the dividends declared wew crores from Rs 177 crows in 
higher at Rs 13 crows in 1975- 1974-75 to Rs 73 crows in 
76, compared with Rs 10 1975-76. The rate of growth 

crores in 1974-75. Dividends in gross assets at 4.8 per cent 
accounted for as much as 91.6 in 1975-76 was far lower when 
percent of the post-tax profits compared with the 13.2 per 
in 1975-76, against 30.6 per cent growth in 1974-75. Rates 

Growth and Working of 1001 Medimn and Large Private 
Limited Companies 


(In crores of rupees) 


1974-75 

1975-76 

Value of production 

2,023.52 

2,012.76 

Sales « 

1,978.82 

2,002 36 

Gross profits 

135.94 

122.99 

Operating profits 

81.94 

57.76 

Profits before tax 

87.26 

67.84 

Profits after tax 

32.30 

14.47 

Dividends 

9.89 

13.25 

Profits retained 

22.41 

1.22 

Gross fived assets 

603.82 

651.39 

Net fixed assets 

315.82 

333.71 

Inventories 

447.08 

444.52 

Gross capital formation* 

135.75 

43.34 

Net capital formation* 

101.27 

13.65 

External sources* 

104.97 

38.99 

External sources as per cent of total 
sources of funds* 

59.4 

53.8 

Short-term bank borrowings as per cent 

\ 


of inventories 

57.7 

59.7 

Increase in bank borrowings as per cent 
of external sources* 

25.5 

41.0 

Ratio of current assets to current 
liabilities 

1.14 

1.13 

Debt as per cent of equity 

29.2 

32.8 


(^Net of wbates and discounts and excise duty and cess. 

* Adjusted for revaluation due to devaluation/revsluation 
of fowign currencies, etc. 
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of asset! fomMtioQ, 

both gloss and net, at 7.6 per 
cmt aatf 5.2 per cent io 1973^ 
76 went lower thoa tbeeor- 
reHKwdliig rates of 11.1 per 
cent and 8.9 per cent io 1974- 

75. Fixed assets formation 
aoconated for tbe largest share 
(63.5 per cent) of gross assets 
formation in 1975-76, while in 
the previous year tbe share of 
inventories was the highest at 

42.7 per cent. The lower rates 
of fixed assets formation, 
coupled with decumulation in 
inventories to the extent of 
0.6 per cent in 1975-76, led to 
steep declines in the rates of 
capital formation (gross and 
net) from 14.9 per cent and 
15.3 per cent in 1974-75 to 4.1 
per cent and 1.8 per cent res¬ 
pectively in 1975-76. 

Depressed Growth 

Although the gross fixed 
assets formation was of tbe 
order of Rs 46 crores in 1975- 
76(Rs60 crores in 1974-75), 
decumulation in inventories 
depressed gross capital forma¬ 
tion to Rs 43 crores in 1975- 

76, against Rs 136 crores in 
1974-75. The decumulation in 
inventories was brought about 
by drawing down of raw 
materials, components, etc., 
and other inventories which 
was partially offset by an in¬ 
crease in finished goods and 
work-in-progress. The decu¬ 
mulation of 0.6 per cent in 
inventories, on the one hand, 
and the rise of 2.9 per cent in 
short-term bank borrowings, 
on the other, pushed up the 
ratio of short-term bank bor- 
rowings to inventories from 

57.7 per cent in 1974-75 to 

59.7 per cent in 1975-76. 

Although external sources 
retaoied their dominant por¬ 
tion in zelation to total sources 
of ftinds which amotmtedto 
Rs 73 crores in 197S-76, as 
against Rs 177 crores in the 


previous year, thrir share 
came down ftom 59.4 per cent 
(Rs lOS crates) in 1974-75 to 

53.8 per o«tt (Rs 39 crores) 
in 1975-76. Trade dues and 
other current liabilities con¬ 
tinued to be the largest source 
of external gnance, but their 
share declined sharply frtmi 
70.2 per cent (Rs 74 crores) in 
1974*75 to 52.9 per cent 
(Ra 21 crores) in 1975-76. 

Sonrees of Fnads 

The contribution of bank 
borrowings declined from 
Rs 27 crores in 1974-75 to 
Rs 16 crores in 1975-76, but 
its relative share in external 
sources increased fiom 25 5 
per cent to 41.0 per cent. 

Among internal sources of 
funds, reserves and surplus 
were depleted to the extent of 
Rs 4 crores, this depletion 
being partly countetvaited by 
capitalisation of reserves 
(Rs 3 crores). Provisions pro¬ 
vided Rs 35 crores of internal 
sources. 

The current ratio showed a 
fractional decline Dom 1.14 
in 1974-75 to 1.13 in 1975-76 
while the debt-equity ratio 
increased from 29.2 percent 
in 1974-75 to 32.8 per cent in 
1975-76. 

Higher growth rates in sales 
compared with 1974-75 were 
recorded by companies in the 
industries/industry groups 
metal mining, sugar, jute tex¬ 
tiles, wooilen textiles and 
hotels, restaurants and eating 
houses. Among these, largw 
growth rates in the value of 
prodnetion were also recorded 
by the industries industry 
groups sugar and hotels, res¬ 
taurants and eating houses. 
Both sales and value of pro¬ 
duction defined in edible 
vegetable and hydrogenated 
oils, cotton textiles, paper and 
paper product! ^ass and gloss- 


wMce, construction and irad- 

bW. 

The only industries/industry 
groups showing an increase in 
oprating profits werq tea plan¬ 
tations, metal mining, jute 
textiles, woollen textiles and 
hotels, restaurants and eating 
houses. On the other hand, 
companies in grains and 
pulses, edible vegetable and 
hydrogenated oils, cotton tex¬ 
tiles, and glass and glassware 
which had shown operating 
■surpluses in 1974-75 sustained 
losses in the year under review. 
Wooilen textiles companies 
which had hicurred an opera¬ 
ting loss of Rs 18 lakhs in 
1974-75 recorded operating 
profits of Rs 18 lakhs in 1975- 
76. Sugar industry iocurred a 
huge operating deficit of 
Rs 315 takhs in the year under 
review, in continuation of a 
deficit of Rs 38 lakhs in 1974- 
75. The industries/industry 
group.wise trends in ptofits 
before tax were very much 
similar to those observed in 
the case of opm-ating profits. 

The bulk of the gross assets 
formation was accounted by 
metal mining (Rs 7 crores), 
engineering (Rs 19 crores), 
chemicals (Rs 9 crores), cons¬ 
truction (Rs. 5 crores), trad¬ 
ing (Rs 5 crores), sugar (Rs 4 
crores) and shipping (Rs 3 


orores). Tea plantations, metal 
mining, silk and rayw tex¬ 
tiles, enginemrii^, diemkals 
and shipping were the indus- 
tries/industry groups which 
relied to a relatively greater 
extent on internal sources for 
financing assets formation. In 
the case of jute textiles and 
hotels, restaurants and eating 
houses, the entire gross assets 
formation was financed by 
internal sources. As agsinst 
this, grains and pulses, edible 
vegetable and hydrogenated 
oils, sugar, and glass and glass¬ 
ware depended solely on exter¬ 
nal sources for financing gioss 
assets formation. About half 
the gross capital formation for 
all the industries, put together 
was contributed by engineer¬ 
ing (Rs 12 crores), chemicals 
(Rs 5 crores) and construction 
(Rs 5 crores). Gross oqiital 
formation rates exceeded 10 
per cent in the case of cons¬ 
truction and shipping. 

As against an overall in¬ 
crease in debt as percentage 
of equity, companies in edible 
vegetable and hydrogenated 
oils, silk and rayon textiles, 
woollen textiles, rubber aud 
rubber products, pqjer and 
paper products, shipping and 
hotels, restaurants and eating 
houses showed declines in tbe 
debt-equity ratio. 

The deficit in net working 
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capital amouated to Ra 192 
laUis for sugar companisB, 
Rs 4 lakhs for cotton textiles, 
Rs 6 lakhs for wooUoi tex> 
tiles, Rs 691 lakhs for ship' 
ping and Rs 68 lakhs for 
hotels, restaurants and eating 
houses. While in the case of 
woollen textiles, and hotels, 
restaurants and eating houses, 
the drficit was less than that 


The gross value added by the 
non-financiat corporate sector 
rose from Rs 3,859 crores in 

1970-71 to Rs 6,082 crores 
in 1973-74. recording an in< 
crease of 57.6 per cent. During 
the same period, the net value 
added increased by 63.4 per 
cent from Rs 3,199 crores to 
Rs 5,227 crores. 

This sector contributed 11.6 
per cent of the gross value 
added and 10.5 per cent of 
net value added (at factor 
cost and current market 
prices) by the entire Indian 
economy in 1973-74 for which 
the estimates of gross value 
added and net value added 
are placed at Rs 52,519 crores 
and Rs 49,720 crores, respecti. 
vely. The corresponding 
shares for the year 1970-71 
were 10.5 per cent and 9.2 
per cent, respectively. In 
terms of value added the non- 
financial corporate sector’s 
contribution to the economy 


in the fxrevMpi ynw. iniefo 
pact of mgariwd cotton tex¬ 
tiles, the detee^tion was in 
contrast to a net working 
capital of Rg 42 lakhs and 
R8 4 crores, respectively, in 
1974-75. Tea plantations 
Companies whkdi showed a net 
working capital deficit in 
1974-75 improved their liqui¬ 
dity with a net working capital 


during the period 1970-71 
to 1973-74 had thus increas¬ 
ed. 

OrOM value added by the 
non-financlal corporate sec¬ 
tor, which showed an increase 
of 9.0 per cent in 1971-72 and 
15.6 per cent in 1972-73, rose 
sharply by 25.1 per cent in 
1973-74. Similarly, the net 
value added increased by 10.0 
per cent in 1971-72, 16 2 per 
cent in 1972-73 and by as 
high as 27.9 per cent in 1973- 
74. 7 his to a grert extent 
was brought about by subs¬ 
tantial growths in value added 
by government companies (at 
current prices) during 1972-73 
and 1973-74. Though public 
and private limited compa¬ 
nies also showed marked im¬ 
provement in this regard in 
the year 1973-74, the growth 
in respect government 
companies was more prd- 
nonnoed. The abnormal in¬ 
creases in the value added in 

*4 


ing induatries/lndnstty gnmpa 
those which improv^ th^ 
liquidity posHion substan¬ 
tially were metal mining and 
chemicals. As against this, 
deterioration in current ratio 
was noticed chiei^ ingrains 
and pulses, edible vegetable 
and hydrogenated oils, and 
shilling. 


1973-74 are to a great extent 
due to the influence of the 
very price increases during 
the year 1973-74. The whole¬ 
sale price index (1970-71 
100) increased by 5.6 per 
cent in 1971-72, 10.0 per 

cent in 1972-73 and 20.2 per 
cent in 1973-74 over their 
respective previous year’s 
levels. The real increases in 
value added would have been, 
therefore much less than those 
seen through figures at cur¬ 
rent prices. 

Both in terms of gross and 
net value added, the contri¬ 
bution of public limited com¬ 
panies in the total for the 
entire non-financial corporate 
sector was the highest, follow¬ 
ed by government companies 
and private limited companies. 
The share of gross value add¬ 
ed by public limited compa¬ 
nies, however, declined sharp¬ 
ly from 64.4 per cent in 1970- 
71 to 56.1 per cent in 1973-74. 
On the other hand. Govern¬ 
ment companies, which ac¬ 
counted for 19.0 per cent 
of the total gross value added 
in 1970-71, improved their 
flontribution gradually but 


fluctnaled between IS per 
cent and 17 per cent during 
the four years, though wlQi 
a tenden^ to decline during 
latter years. .Similar trends 
prevailed in the case of net 
value added also during the 
four year (1970-71 to 1973-74) 
I^iod, the share of public 
limited companies declining 
from 66.9 per cent to S7.4 
per cent and that of the 
government companies rising 
sharply from 15.3 per ceqt 
to 26.5 per cent- The share 
of private limited companies, 
though declining, fluctuated 
between 16 and 18 per cent. 

Gross capital formation by 
the non-financial corporate 
sector, at Rs 1,509 crores in 

1971- 72, increased by Rs 403 
crores or 26.7 per cent in 

1972- 73 and substantially 
by Rs 993 crores or 51.9 pei 
cent over 1972-73 figure to 
reach a figure of Rs 2,905 
crores in 1973-74. The in¬ 
crease in 1972-73 was mainly 
due to the increase (76.8 pei 
cent) in the gross capital for¬ 
mation by government com¬ 
panies. In fact, for public 
limited companies, the gross 
capital formation in this yeai 
was actually lower than 
that of the previous year 
During the year 1973-74, the 
gross capital formation by 
goverement companies in¬ 
creased substantially by Rs 51 
crores (56.6 per cent). The 
increase by public limitec 
companies was Rs 386 crore: 
(49.9 per cent) and private 
limited companies was Rs 9C 
crores (40.0 per cent). Thus 
unlikein 1971-72, in the twe 
subsequent years, the contri¬ 
bution of government com 
panies to total gross capi¬ 
tal formation in the non 
financial corporate sectexr was 


significantly to 28.5 per cent 
in 1973-74, The share of almost of the same order ai 
gross value added by the the fvivate sector as a whole. 


added by non 
corporate sector 

The contribution made by the non-financial corporate 
eector to national income aa measured in terms of the 
value added is highlighted in a study prepared by 
Mr V.V. Dlvatla (Executive Director) and Mr Kripa 
Shankar (Deputy Director, Department of Statlstlce) 
included In “Occaelonai Papers" (Vol. il, No. II) 
published by the Reserve Bank. Tht findings of the 
study are summarised here. 
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Vandafidm Against Hindalco 

O.VBN ITS ample bauxite base Rnd the fine record of its manufacturing units, the 
aluminium industry should normally have been able to meet in full the needs of this 
country for both eicctricxi grade and commercial grade materials. Unfortunately it has 
been beset with probl^s and difiicuittes in fully utilixing its installed capacity or 
exploiting its growth potential. Asa result, India, which was a net exporter of 
aluminium in 1975-7d, became a net importer last year merely in order to cope with 
the avoidable domestic shortages of the metal. 

In the ordinary course, the industry was expected to produce up to 260,000 
tonnes in 1977 or about twice as much as it had done in 1974. The actual production, 
however, was only about 180,000 tonnes as against the installed capacity of 275,000 
tonnes or in comparison with the output of nearly 211,000 tonnes in the previous 
year, when the installed capacity was only 250,000 tonnes. 

Part of the set-back in 1977 was due to the delay in the commi.ssioning of new 
potiines at the smelter of Bharat Aluminium Company, which is in the public sector. 
But the main obstruction was the shortage of electric power which had hit all units 
in the industry, while affecting some of them more adversely than the others. In this 
context the experience of the Hindustan Aluminium Company is in a class by itself. 
Apart from the bona fiJe cuts in power supply, which might have been necessitated by 
the shortfall in the generation of electricity or the inefficiency in the functioning of 
the UP State Electricity Board, HINDALCO was continuously and systematically 
harassed b:^ arbitrary acts of political prejudice. Attempts were made to impose 
punitive ratCs of tariff op the power supplies made to the company's plant at 
Renukoot and it wa.s all along obvious that the UP State Electricity Board was 
acting at instigation of or even under the coercion exercised by the minister for 
Power. Mr R. K. Shahi, in fact, seems to have made up his mind to make it 
impossible for HINDALCO to continue to function or even exist unless its manage¬ 
ment is prepared to toe his line, whatever that line may be. 

This persecution reached its climax with the issue of an order bytlie UP govern¬ 
ment completely stopping the supply of power to HINDALCO by the UP State Electri¬ 
city Board. This order was sought to be justified on the ground that, since it had beoome 
necessary to impose a general cut of 50 per cent on the supply of power to certain 
categories of large industrial consumers, it would be proper to take into consideration 
the electricity generated by HlNDALCO's own captive power plant, which was able 
to meet about half of the requirements of the factory and direct the HINDALCO 
management to do without drawing any additional supply from the UP State Electri¬ 
city Board. 1 he company pleaded in the Allahabad High Court that this order was 
ma/tf fidejind illegal and the High Court delivered its judgment in April this year 
quashing the UP government's order as u/rra vires and directing the UP State Electri¬ 
city Board to supply electrical energy to the company in accordance with the law. The 
state government has appealed to the Supreme Court against the judgment of the 
Allahabad High Court and, pending the hearing of the appeal, the Vacation Bench of 
the Supreme Court has decreed certain reliefs to the HINDALCO in the matter of 
continued power supply by the UP State Electricity Board. 

This is the background against which the minister for Power in the state 
government is campaigning for the nationalization of the Hindustan Aluminium 
Company. He has been doing propaganda in the press that the UP government 
has sent a communication to the central government asking for the nationalization of 
the company. There are grounds for believing that Mr Shahi is misrepresenting the 
situation and that the state government has not in fact taken the position attributed 
to it by the minister for Power. What seems to have happened is that, apart from 
holding informal discussion with Mr George Fernandes, the minister for Industry in 
the central govemaient, Mr Shahi seems to have written to the minister for Steel and 


Mines, Mr Biju Patoaik, uiigiag the 
nationalization of HINDALCO. (Accor¬ 
ding Uy press reports, Mr Revati 
Raman Singh, minister of state for 
Industries in the UP government, has said 
that the state government has not oily 
not sent any proposal to the centre for 
nationalization of HINDALCO, but has 
actually expressed itself against any such 
move.), 

Mr Shahi, evidently, is a good intri¬ 
guer. Nevertheless, he may be less skilful 
in his chosen vocation than he thinks he 
is. The grounds on which he is urging 
the nationalization of HINDALCO are 
atigmaroie of falsehoods or outrageous 
absurdities. He has made a grievance of 
the fact that the company has been 
successfully defending its rights or enfor¬ 
cing its claims through arbitration pro¬ 
ceedings or by seeking legal redress. The 
implication is that the company has not 
agreed to MrShahi’s preposterous require¬ 
ment that it should voluntarily forego the 
protection of the law and the courts 
against such excesses as Mr Shahi may 
commit or be planning to commit at his 
sweet will and pleasure. 

ultwior motivas 

The minister has accused the 
company of evading or refusing pay¬ 
ments of dues owed to the state 
electricity board or the state govern¬ 
ment. He has conveniently omitted to 
mention that the payments claimed from 
the company have been disputed and that 
the validity of these claims is yet to be 
pronounced upon by the competent autho¬ 
rities. In one particular instance, viz, 
the surcharge on coal which the company 
is being asked to pay. the state govern¬ 
ment and the management of the company 
have jointly referred, the issue to the 
central government for its verdict. That 
even in these circumstances Mr Shahi 
should be accusing the company of 
defaulting on the payment of the coal 
surcharge clearly shows that he must have 
some ulterior motives in carrying on his 
campaign of vilification. 

It is of course extremely unlikely that 
Mr Shahi or anyone else, including such 
fellow conspirators as he may have in high 
places, will succeed in bullying the govern¬ 
ment of India into taking over the owner¬ 
ship and management of HINDALCO. 


This, is for the simple reason that 
no (gnomic or kgiU justification exists 
for ajilA a step. compaiiy has an 
excdlmt growth record, interrupted only 
by factors beyond its control, such as the 
inefil^iency or malpractices of the UP 
State Electricity Board, from which it 
must derive a part of its requirements of 
electrici^ and the politically or otherwise 
motivated harassment by certain political 
factions or politicians in the state, parti¬ 
cularly the present minister for Power, 
Mr Shahi. The company, in fact, is in 
the process of expanding its manufacturing 
capacity at a time 'when the country 
needs an early increase in the output of 
the metal. In fact the construction work 
on the fourth potline in the reduction 
plant, which was scheduled to be com* 
pleted by the end of 1977, has had to be 
slowed down because of the arbitrary 
withdrawal of power, which the state 
government decreed, thereby creating 


uncertainty of a pdiltad. (Hr. ;f|^i- 
politi^mature about limo' 

tioa% oftha plmt in theRitiire. . 

The aluminium industry is ah essential 
industry in the ewe sector of the economy^ 
and the central government has both the 
primary and ultimate responsibility for 
the stability of its production and the 
expansion of its capacity. It may suit a 
small-time politician in a provhtcial 
capital to attempt to wreck the function¬ 
ing and progress of a leading unit in this 
industry because he finds that he cannot 
have his way with the management of the 
company. But the HINDALCO issue 
not one between a single politician or * 
pair of them on the one side and a 
handful of industrialists or company 
executives on the other. The employees 
of this company, its shareholders and the 
consumers of its products have a direct 
stake in the contribution it is making to 
the national economy. 


Steel prices up 


CoMiNO IN the wake of the spurt in the 
prices of several categories of steel during 
the past couple of months and the indica¬ 
tion given by the minister for Steel, Mr 
Biju Patnaik, three weeks ago, of an up¬ 
ward revision, the government's decision 
to raise with effect from June 5, the 
prices of all categories of steel by 
Rs 175 per tonne on an average docs not 
come as a surprise. The impact of this 
decision has been primarily on the JPC 
prices as the stockyard prices had been 
stepped up a few days back by the steel 
producers themselves. The changes in the 
stockyard prices effected now, therefore, 
have been marginal and are restricted to 
cases where the recent upward revision 
had been to a lesser extent than the 
average increase of Rs 175 per tonne. 

The rationale for the above decision is 
not far to seek. A sizeable general 
increase in steel prices has been allowed 
only after five years, the last such revision 
having been efi^ted in 1973 when the 
average price was raised by Rs 75 a tonne. 
Subsequently, the adjustments made have 
been only margoial, barring in 1975 when 
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the prices of some categories of steel were 
allowed to be raised by Rs SO a tonne as 
a sequel to the statutory increase in coal 
prices. The cost of production of steel is 
stated to have gone up during the last five 
years by approximately Rs 300 per tonne, 
after part of the mounting costs being 
absorb by the industry through improv¬ 
ed operations and productivity. The 
general increase has been restricted to 
Rs 175 a tonne taking into consideration 
that an increase of a higher order in the 
case of stockyard prices of some items 
would compensate the industry not only 
for the remainder escalation in costs but 
also ensure a 12 per cent return on net 
worth at 90 per cent capacity utilisation. 
Since the revised prices would have pro¬ 
vided an undue advantage to TISCO 
because of its low capital costs, the divi¬ 
dend to TISCO shareholders has been 
restricted to 12 per cent. The extra earn¬ 
ings of the company, it has been stipulat¬ 
ed, will have to be utilised for its moder¬ 
nisation and rehabilitation programmes 
which require heavy investment. 

Another significant decision that has 
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becA 1^ flii i^poiifion at a sor- 
clut^ ^R« JOO pft tomb oa Ae intKlae* 
ticHtait^ sales ofaod*^iori(y categories-^ 
the cateforiee other than plates, structiirals 
and lai^y .nateiiab. The {mnerds from 
diis siBtlharge are to be ftio^ separately 
and made amilable to the industiy for the 
inodernisafidD, rehabilitatimi and develop* 
menl plans* , The details of the operation 
of this fund are being worked out; they 
are envisaged to be announced shortly- 
This sitoulTl curtail the budgetary support 
being made avaikble by the government 
for the modernisation, rehabilitation and 
disvelopmfmt programmes of the industry, 
which till lately were also being financed 
partly through a development fund to 
which . accruals came from the differences 
in the average sale prices of steel and the 
retention prices being paid to the indi¬ 
genous manufacturers. As a result of the 
cost of production going up and conse¬ 
quently the retention prices, fresh accruals 
to this fund had dried up in the recent 
years. 

containing capital coata 

The exemption to plates, structurals and 
railway materials from the purview of 
the surcharge, presumably, has been 
allowed with a view to containing the 
capital costs of governmental projects. 
Opinions will differ on whether it is proper 
to call only upon the consumers of non¬ 
priority categories of steel, such as bars 
and rods, to make larger sacrifices for the 
development of the industiy. If the hous¬ 
ing programmes are considered to be 
priority programmes in the context of the 
Janata government's pronouncements, 
there was no justification for singling out 
non-priority categories for (he imposition 
of the surcharge. 

As a result of the raising of the JPC 
prices, the dual pricing of steel has practi¬ 
cally been dispensed with. The difference 
between the JPC pnoes and the stockyard 
prices has narrowed down substantially. 
Hitherto it was much wider—on an 
average about Rs 200 per tonne, in some 
cases even as much as Rs 3S0/400 a tonne. 
This implies that the small and medium- 
scale consumers who had to depend for 
their requirements oii the stockj^s, as 
they could not order full rakes at JPC 
prices, were at a distinct disadvan^ge 
compared to the huge consumers who 


could indent for riirir requirements 
straight at theJPC prhm. This facility 
is being extended even to rite medium and 
small-scale consumers if they want to 
avail of it. But the substantial narrowing 
down of the difference between the JPC 
and stockyard prices in itself would be a 
marked improvement over the present 
situation. 

Yet another important decision 
announced by the government Is that a 
buffer stock of steel would be built up to 
be drawn upon if the domestic production 
fell short of demand. Significantly enough, 
it has been decided that the imported as 
well as indigenous supplies of any parti¬ 
cular category of steel will be made avail¬ 
able to consumers at a pooled price so 
that the users of imported steel arc not 
placed at a disadvantage in comparison 
with those using domestic steel. Imported 
steel at present costs about Rs 1,000 per 
tonne more than the domestic steel and 
this has been one eff the main reasons for 
most of the industrial consumers hesita¬ 
ting to use imported steel. This anomaly 
will be rectified as a result of the above 
decision, although it will raise the prices 
of some categories still further, dq>ending 
upon the international market and the 
quantities imported. The details about 
the pooling scheme are yet to be announc¬ 
ed. 

The impact of this decision on steel 
prices peiiups can be minimised in so far 
as end-products of the engineering indus¬ 
try for the domestic market are concerned. 


if the jhnporled supplies axe primarily 
made available for use in producing 
exportable goods which are entitled to 
drawback of customs duties. The need 
for sizeable imports of materials such as 
cold rolled sheets, some heavy strupturals, 
skeip and strips, etc, is understood to 
have arisen because of their production 
going down recently, particularly at the 
Bokaro and Durgapur works due to dete¬ 
rioration in industrial relations and power 
supply. The pooling of the prices of 
imported and domestically produced steel 
assumes heightened significance against 
this background. 

The slight improvement in the domestic 
oStake of steel, incidentally, has brou^t 
down the stocks with the industry to just 
about 700,000 tonnes, comprising mainly 
bars and rods. Exports too have tended 
to decline. This should suggest that any 
substantial pick-up in economic activity in 
the country will create shortages of 
steel. A fresh look at the expansion of 
the steel industry, therefore, is warranted. 
With a view to containing imports, the 
steelworks need to concentrate on attuning 
their production programmes to the 
specific needs of the consumers. They 
have been doing so to some extent in the 
recent past. But relating the general steel 
prices to 90 per cent capacity utilisation 
endangers some shifts in production 
patterns. 

The increase in prices, incidentally, 
may help in reviving the mini-steel plants. 
But the extent of this recovery will depend 
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on the efforts at containing the prices of 
scrap which have goiie up considerably. 
The excise duty on electricity is another 
burden on these units. Since electricity 
is an essential input of mini steel plants, 
their ca.se for exemption from this duty 
can be considered on the same footing as 
the cases of the other industries in which 
electricity forms a large part of actual 
production cost of goods. 

The impact of the increase in steel 
prices, including the surcharge imposed 
for modernisation, rehabilitation and 
development programmes, on the produc 


tion' posts of the cotisiuner industries, of 
coutie, should be significant. Bnt.the 
misddef could be limited if the con* 
sum^ industries are supplied steel 
accmxliog to their specifications. This 
will .avoid undue wastages. Farther, it 
has tp be noted that the consumers have 
been paying much higher prices for some 
scarce categories in the recent months. 
The prices of these varieties of steej 
should now stabilise at reasonable levels 
and, in any ^$e, some of the “excess” 
profits would now accrue also to the main 
steel producers. 


Planning for oilseeds 


Self-sufficiency in edible oils has 
eluded this country resulting in increa¬ 
sing imports year after year. The minis¬ 
try of Civil Supplies had estimated that 
about a million tonnes of edible oils 
would need to be imported in 1977-78 
(November—October) but the latest trends 
indicate that the volume of imports might 
be higher at 1.2 million tonnes. The 
State Trading Corporation of India 
Limited (STC) is expected to import 
750.000 tonnes of edible oils—500,000 
tonnes of soyabean and palm oil for the 
vanaspati industry and 250,000 tonnes of 
rapeseed oil for direct consumption. The 
private trade which is permitted to im¬ 
port edible oils under the Open General 
Licence is anticipated to import not less 
than 450,000 tonnes. 7 his order of import 
of edible oils will undoubtedly cover the 
estimated gap between demand and 
supply placed at 950,000 tonnes. While 
indigenous output of edible oils is envisa¬ 
ged to be around 2.45 million tonnes, 
total demand is computed to be about 
3.40 million tonnes. Thanks to the com¬ 
fortable foreign exchange position of the 
country at present, it has been possible 
to satisfy domestic needs of edible oils 
through liberal imports but continued 
reliance on imports can become an intole¬ 
rable burden in the next few years. 

A projection made by the Central 
Organisation for Oil Industry and Trade 
indicates an increase in the gap between 
demand and supply of edible oils to 1.77 


million tonnes by 1987. To import edi¬ 
ble oils on such a scale will cause not a 
mean burden on the foreign exchange 
resources of the country. The obvious 
solution of the problem lies in increasing 
domestic production of oilseeds by taking 
adequate measures in different areas of 
activity. The fact of the matter is that 
hitherto the government has laid stress on 
the increased production of fooJgrain 
crops and sugarcane neglecting some of 
the cash crops such as oilseeds. Just as 
the liberal incentives provided for the 
production of foodgrain crops and sugar¬ 
cane have resulted in embarrassing sur¬ 
pluses of wheat and sugar, the situation 
in regard to edible oils can also be chan¬ 
ged if facilities are provided to farmers 
in the shape of essential inputs and 
remunerative price-support measures. 
Half-hearted steps taken in this regard are 
bound to fail. 

Among the oilseeds produced in our 
country, groundnuts hold the premier 
position though during the past decade, 
they have a record of fluctuating output. 
The area under groundnuts has declined 
somewhat instead of increasing during 
the past 10 years. While in the case of 
wheat and other cereals and sugarcane, 
intensive research has yielded hlgh-yield- 
ding ^ varieties of seedii, no such break- 
through has beeii possible in the case of 
groundnuts. This is a crop which is lar¬ 
gely grown in arid areas and the yield 
per acre^^pends oirthe qottntity of rain- 


Assured trrjgiaj6n#a^^ 
Hties, improved varieties of ,sd^$ and 
liberal availability of inputs, are essen¬ 
tial for ratstng the level of produc¬ 
tion of groundnuts in our country. At 
the same time the farmer should be 
ensured price support in a season when 
production exceeds domestic demand. It 
will be possible for this country to be 
self-reliant not only in the case of 
groundnut seeds and groundnut oil but 
also in the case of other oils and oilseeds 
also if an integrated approach is adopted 
for the promotion of these cash crops. 

In the next few months, the position in 
regard to the availability of vanaspati 
(hydrogenated oil) is not likely to improve 
even though steps have been taken to 
hasten the import of edible oils from 
abroad through the STC and also the 
private traders. Happily, a distribution 
system is being worked out by the Vanas¬ 
pati Manufacturers’ Association of India 
(VMA)so that vanaspati is made available 
to the consumers all over the country at 
stable prices. 


STC's role 

The VMA has taken steps to check 
profiteering by manufacturers, whole¬ 
salers, dealers and retailers. For this 
purpose, a voluntary distribution system 
at 20 major vanaspati consuming centres 
is being set up. However, the association 
will succeed in its effbits only if the 
STC docs not bungle the supply of impor¬ 
ted oils which constitute nearly ihrcc- 
fourths of the raw material for the manu¬ 
facture of vanaspati. The congestion at 
the Bombay port is currently, reported 
to have already delayed the supply of 
imported oils to the manufacturers of 
vanaspati. 

The government of India is at present 
engaged in an exercise to formulate a 
scheme for the sale of articles of mass 
consumption at fair prices through the 
public distributton system. Among the 
articles of mass consumption, edible oils 
and vanaspati occupy ranks of impor¬ 
tance,. Mr Mohan Dharia, the minister 
of Commerce and Civil Supplies, who 
is currently going round the country, 
is discussing this problem with state 
governments. He is expected to finalise 
his report by the end of the current month. 
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It is ittdf>|d eitcpttcaghis .note Mr 
Dharia ^ not. doaitng with the various 
ispects of distribution ntone; he is atso 
concentrating on problems of production, 
proenrement. storage, tiw^ort and distri¬ 
bution- in the case af oilseeds, the em¬ 
phasis has to be on such measures as 
would result in enhanced output but till 
the attainment of s?if-sulficiency. imports 
of oils will have to be continued and 
when prices of imported oils tend to be 
on the high side, .some subsidy for the 
consumers will need to be provided. 

The draft plan for the period 1978-79— 
1982-83 has proposed the raising of the 
output of oilseeds to 12.05 million tonnes 
by 1982-8J" Keeping in view the erratic 
growth of oilseeds in this country in 
recent years, the proposed increase in 
production certainly appears to be 


nmhitions. Ifpwever, tho oiB«niu«h«»ive 

programme chalked out by ftie Planning 
jpottamission in this n^rd is likely to 
yield the desired results if the centre, and 
the. state, governments lend.a helping hand 
in giving a toosl to the oilse^ crops. 
The VMA has for the past many years 
been trying to assist the oilseed growers 
but so far the cumulative results of such 
efforts have not been very encouraging. 
Now from February this year, the asso¬ 
ciation has agreed to contribute volun¬ 
tarily Rs 25 per tonne of imported oil 
for the establishment oif a fund for rese¬ 
arch in this held, ft is now hoped that 
with these funds, the research activities 
may get accelerated resulting in the 
discovery of new varieties of seeds and 
improved yields of all piiseed crops and 
particularly of groundnuts. 


Compensation troubles 


The payment of compensation to the erst¬ 
while companies by the Tamil Nadu govern¬ 
ment in respect of the assets and Iiabiiitie.s 
taken over by it, in pursuance of the 
special legislation enacted in December 
1973, has been the subject of protracted 
negotiations between the managements of 
erstwhile undertakings and bureaucrats of 
the state government. Before special 
legislation was passed and it was decided 
to change the basis of compensation, the 
state government had discussions with 
prominent members of the affected under¬ 
takings and the impression was given that 
there would be a speedy settlement of 
claims and disputes may be referred to 
arbitration. However, the negotiations 
for determining the quantum of compen¬ 
sation have been unduly prolonged and 
even though more than four years have 
elapsed since the undertakings were taken 
over by the government, it is not clear 
what will be the method of computation 
of compensation and how soon payment 
will be made. 

The registration does not provide for 
any time bound schedule for finalising 
negotiations. It has oniy been stated that 
the first instalment of compensation 
should be deposited with the notified bank 

BASTBRNBOONOliQST 


within four months from the date of 
determination of such compensation. The 
absence of any specific time limit is due 
to the fact that it was generally expected 
at the time of enactment of legislation, on 
the basis of oral assurances, that there 
will be no delay in quantifying the com¬ 
pensation and the first instalment would 
become available within a short period 
from the take-over of the undertakings 
concerned. 

The expectations in this regard have 
not however materialised as the change 
of government and the differences in 
interpretation over the method of compu¬ 
tation of compensation have had a compli¬ 
cating effect and there is now a sense of 
frustration over the ultimate outcome. 
The unhappiness of the erstwhile manage¬ 
ments and the thousands of shareholders 
is due to the fact that the compensation 
payable under the new Act will be far less 
than the quantum on the previous basis 
and the government will be benefiting by 
assets having a replacement value of over 
Rs 30 crores while the compensation in¬ 
volved on the basis of its reckoning will 
not be more thah four Cfor^ rupees. 

The act provides' for payment of com- 
116S 


pensation on the basis stipulated in the 
schedule, and the amount will be calculat¬ 
ed after determining the average profits 
for five consecutive years preceding the 
take-over of the, concerned undertaking, 
the multiplier being lO times the average 
profit. As disallowances have been ma.de 
when determining the clear profit for 
liabilities relating to net accrued gratuity 
in respect of employees of the undertaking 
absorbed by the government and adjust¬ 
ments were also made in regard to alloca¬ 
tions to specific reserves not usable by the 
companies, the compensation offered by 
the government has proved far short of 
the estimates of the erstwhile manage¬ 
ments. 

Since the compensation is payable in 
three annual instalmentsifrom the date of 
first payment and interest will accrue only 
at the rate of six per cent from the time 
of vesting of the property with the govern¬ 
ment, there had been no hurry to effect a 
settlement. The shareholders are feeling 
exasperated as they have not received any 
income on their investment for five years. 
There could be ^dividends* from the under¬ 
taking only out of the instalments towards 
compensation on interest payments on 
ad hoc basis against national compensation 
the denial of income has caused consider¬ 
able hardship to small shareholders 
particularly as regulai dividends were 
being paid in earlier years which ranged 
between 11J and 15 per cent on equity 
capital annually. 

The state government is not the loser 
as interest is payable only at six per cent 
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•tmple and it is Iowct than ^x4>at loans 
issued for public subscription are carrying. 
It is not however correct to delay farther 
the finalisation of the quantum of 
pensation as the earlier assurances have 
not been implemented and the manage* 
ments also have been agreeable to accept 
smaller amounts initially and refer out¬ 
standing issues to arbitration. The gap 
in thinking will be evident from the fact 
that the earlier estimates of the manage¬ 
ments were around eight crores of rupees 
for all the seven undertakings and latter* 
‘ly they would be prepared to accent 
even six crores of rupees in final 
settlement. 

The state electricity board will 
not be burdened with any heavy 
responsibility as average of profits 
of the six undertakings whose equity 
shares are listed in Madras Stock 
Exchange, for 1971-73 was Rs 98 
lakhs before depreciation and taxation 
and Rs 48 lakhs after taxation. Since 
the sale of energy has been increasing at 
the rate of 10 per cent annually, the in¬ 
come should be around Rs 10 crores cur¬ 
rently enabling a net profit of one crore 
rupees yearly, allowing for depreciation of 
Rs 60 lakhs. While it will be valid to take 
the average profits for five years only for 
determining the basis of compensation, 
what really matters from the point of 
view of servicing an amortising loan 
obligation is the current level of incomes. 
Evenifitisatgued that considerable ex- 
penditure will have to be incurred on 
extension of facilities and maintenance, 
the potential for growth is being profit¬ 
ably exploited and income generation has 
been satisfactory especially as tariff rates 
also have been suitably raised. 

Even if the compensation^^ultimately 
agreed turns out to be six crore rupees the 
interest payable will be only Rs 36 lakhs 
annually. Assuming that bonds will have 
to be eventually issued for Ainding the 
cash amounts paid to the undertakings, 
the interest burden will not be more than 
Rs 40 lakhs yearly so that internal resour¬ 
ces will be augmented to the extent of 
Rs 60 lakl^ jwnriy and any loans specifi¬ 
cally issued aapart of the funding opera¬ 
tion can ^ tepai i in 12 years. Instead 
of Ihinkitigon these lines, the govem- 
Buint': departments have been picking 


loniioles in dw inf nidng one 
tssv| or other for mininaSring theqhan- 
tua^ eoon>ensation. The anxie^ of ibe 
gov^nment to reduce its liaMIiQ^ it 
unt^uvtandhble. 'fiat it will not beaccor- 
dint a fair deal to Ifiie aggrieved share¬ 
holders if payaantj^,«ven on the basis of 
the miniaum inerdnent, are delayed as 
any amount paid to erstwhile undertak¬ 
ings can be quickly distributed to the 
shareholders. In turn, they can invest 
the released amount suitably and receive 
a larger income than, six per cent whidi is 
the rate of interest agreed to be paid by 
the government. 

The authorities have been suggesting 
that the payments made should be accept¬ 
ed in Aill settlement of alt claims though 
at particular stages it was agreed that 
disputed issues can be referred to arbitra¬ 
tion. As the amount offered by the 
government is 40 per cent less than the 
estimates of the managements there is 
understandably reluctance to accept the 
offered amount in full settlement. The 
proper course would be to make ad hoc 
payments on the basis of the agreed 
issues and refer the disputed items to 
arbitration on the definite understanding 
that the award would be binding on 
both parties. This is essential because 


utedMrtakingW^ 

aii^ted tbfi sswc govtoitiMnit it 
was diq>iited tefore the hi|i^ eourt. It 
ifi learnt that the judgement of the 
court stthstantialiy confirmed the award 
but payment has still not be^ tiiade> 
though the und^taking was absorbed by 
the state electricity board much earlier 
than the nationaiisatjon of the seven 
electricity supply companies under rrfe- 
rence. Ihview of the fact that different 
helpful procedures have been adopted by 
the Maharashtra and other governments 
and there has been no similar delay in 
payment of compensation, it is only to 
be hoped that the Tamil Nadu govern-^ 
ment will arrive at a workable arrange¬ 
ment and pay the entire amount in bonds 
if need be as the payments in three instal¬ 
ments in cash cannot be contemplated 
now. The bonds will be easily absorbed 
by market or the undertakings themselves, 
can have them sold without any loss after 
being accepted by them in payment. It is 
therefore necessary to take an early deci¬ 
sion and remove the uncertainties relating 
to the determination of compensation and 
assuage the feelings of the aggrieved 
shareholders. 
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The extent to which the International Bank for 
Reconstruction and Development is dependent 
upon the United States financial pol^f for its gui¬ 
dance in its own operations has become increa¬ 
singly apparent in recent days. Bach new develop¬ 
ment in the American economic policy brings 
concomitant reaction within the World Bank* 
particulary in cpspect of the European scene. The 
President of the ^nk frankly admits that when 
the United States announces iu intention to 
provide loan or grant to any foreign country that 
country automatically becomes a much more desir¬ 
able candidate for the loan (irohi the World Bank. 
HO’evplains this by poinfhii out that the World 
Bank must consuintly seek to determine equity be- 


hind loan which it grants and that American assis¬ 
tance is one of the prime equities available today. 
This of course has caused the World Bank to do 
some financial acrobatics on occasions when It has 
misinterpretd U. S. financial aims, particularly 
with respect to Congressional willingness to ratify 
Administration moves. An example of this was 
provided when Congress showed disposition to 
slash funds for European recovery bbtdw what 
wai asked by the. Administration and approved in 
original Jegishitive authorization. This canted the 
World Bank to suspend indefinitely the considera¬ 
tion of the various Belgian, Dutch and other loans, 
until It was certain just how much American 
money these countries would have received under 
the so-called *Marsli^ Plan*, 
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CAPITALS 
CORRIDORS 

R. C. Uminat 

Fostering industrial growth • Containing labour 
unrest • Aid from Consortium 


In a bid to step up the rate’ of industrial 
growth from a shade lower than five per 
^cent last year to seven to eight per cent 
this year, the government is likely 
to announce in the next few days a package 
of measures, mostly administrative but 
some policy and fiscal as well. They are 
expected to relate to some of the key and 
heavy industries which have a vital bear¬ 
ing on the overall economy. The indus¬ 
tries include coal, power, cement, railway 
wagons, commercial vehicles and chemi¬ 
cals. The new textile policy is envisaged 
to be announced by the end of the current 
month. 

The rate of industrial growth last year 
declined to slightly less than five per cent 
from 10.4 per cent in the previous year 
and six per cent in 1975-76. The setback 
was caused by such factors as increase in 
the mandays lost due to disturbed indus¬ 
trial relations from 12.8 million in 1976 
to 21.21 million in 1977 and shortages of 
power. 

better utilisation 

Though official circles arc reticent 
to give out the details of the package, 
which are nearing finalisation, it is en¬ 
visaged to aim at better utilisation of the 
existing capacities in the interest of im¬ 
mediately raising production as well as 
on augmenting capacities in certain sectors 
Ir in terms of the current Plan targets so 
that the recurring shortages can be obvia¬ 
ted over the longer run. 

The government is seriously concerned 
about the scarcities that have emerged in 
the case of cement (despite the output till 
lately having been encouraging and aug¬ 


menting of supplies through imports as 
well), coal and power. The difficult situa¬ 
tion that has arisen recently in regard to 
movement of goods by rail too is causing 
serious anxiety. Expeditious augmenting 
of wagon supplies on various sections 
through reorganisation of wagon alloca¬ 
tions as well as increasing the overall 
number of wagons is said to be being 
considered. The orders on wagon-buil¬ 
ders, therefore, are likely to be increased 
substantially. Penalties for holding up of 
wagons might also be raised. The difficul¬ 
ties in railway movement are sought to be 
mitigated to some extent through streng¬ 
thening the road transport system. Hence 
a step-up in the production of commercial 
vehicles has been proposed. 

power shortage 

Concerted efforts are being made to 
overcome power shortages. But it is being 
felt that the steps taken so far need to be 
augmented further, particularly if the 
target of adding 18,500 MWs generation 
capacity during the five years to 1982-83 
is to be attained. 

Special steps are also proposed to be 
taken to contain industrial unrest in the 
above key and heavy industries where pro¬ 
duction has been affected, apart from 
power and the difficult transport position, 
by some deterioration in industrial rela¬ 
tions. 

The fiscal concessions that might be 
provided for stepping up production are 
expected to include setting up of captive 
power stations and subsidy for movement 
of coal by sea. The grant of rebate in 
excise duty in some cases on production 


in excess of a certain base is also not 
ruled out. 

Some re-thinking is understood to 
have been done on the modernisation and 
rehabilitation programmes of the existing 
units. If the imposition of a surcharge 
of Rs 100 per tonne on the sales of non¬ 
priority categories of steel for creating a 
special fund for the modernisation, rehabi¬ 
litation and development programmes of 
this industry is any indication, a similar 
mechanism might be introduced for 
modernising and rehabilitating the exist¬ 
ing units in various other key sectors of 
our industiial economy. 

The list of industries, equipment im¬ 
ports for which attract a lower customs 
duty, too, might be enlarged with a view 
to keeping low the capital costs of new 
units. 

significant suggestions 

As regards cement, the minister for 
Industry, Mr George Fernandes, indicated 
at the 17th annual general meeting of the 
Cement Manufacturers’ Association, held 
here last week, that his ministry would 
expeditiously process two very significant 
suggestions made by the industry relating 
to expansion of capacity. The first sug¬ 
gestion is that the promoters’ contribution 
in the case of smaller entrepreneurs enter¬ 
ing the field of cement manufacture should 
be lowered to 10 per cent. The second 
concerns sanctioning of assistance by 
financial institutions. The industry has 
pleaded that once an application is com¬ 
pleted in all respects and submitted to 
financial institutions for provision of 
assistance, the inter-meeting of thefinancial 
institutions should give its decision on 
the application within three months. 
Examination of the title and completion 
of disbursement formalities should be 
taken up simultaneously along with the 
formalities required for board approvals. 
Disbursements of loans must commence 
within three months from the approval by 
the inter-institutional meetings. 

Mr Fernandes hoped that the cement 
industry would energetically avail of the 
facility being provided for puttfng up 
captive power plants and also the conces¬ 
sion given a few days ago on utilising 
flyash from power stations and slag from 
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steelworks for making cement. felt that 
it was possible to augment cement supplies 
from domestic sources through further 
improving upon capacity utilisation. 
Several units could work to slightly beyoiid 
100 percent capacity. 

The Industry minister also expressed 
the hope that cement manufacturers would 
increasingly go in for the recalcination 
process. 

If another important observation of 
Mr Fernandes at the above meeting is an 
indication, the concept of having a plan¬ 
ned gap between demand and supply from 
indigenous sources to be met by imports 
in the ease of some industries, enunciated 
in the current Plan draft document, may 
undergo some change. This document 
states that generally industrial investments 
in the public and the private sectors during 
the five years to 1982-83 will have to be 
based, more than in the past, on a com¬ 
parison of cost of production with the 
economic cost of imports so that if imports 
are less expensive, some judicious gap 
between demand and supply from indi¬ 
genous sources may be created to be filled 
in by imports, which will help in using to 
some extent the foreign exchange reserves 
that have an inflationary potential. 

price fluctuations 

As it is di/Ticult to predict fluctua¬ 
tions in the international prices of 
various products, the planned gap ex- 
erci.scs apparently arc not going to 
be easy propositions even otherwise. 
Therefore, in eases where our own pro¬ 
duction costs are lower than world stan¬ 
dards, the expansion in the existing capa¬ 
cities at a faster rate than envisaged 
hitherto might have to be thought of and 
imports of products of these industries 
would have to be consic!ercil only in eases 
of emergencies like the one that has deve¬ 
loped recently in respect of cement. The 
concept of having a planned gap between 
demand and supply to be met by imports 
in some of the key industrial products 
is hazardous, as it immediately creates 
a psychology of scarcity. The planned 
scarcities obviously can get accentuated 
if there arc upsets in import pro¬ 
grammes. Such upsets in u country like 
ours cannot always be obviated for various 


reasons, important among them being 
our limited port facilttles. 

So far as the distribution of cement is 
concerned, Mr Fernandes called upon the 
manufacturers to take energetic steps to 
discipline their distributors. He indicated 
that the government might have to think 
of some measures to discipline distribu¬ 
tion channels so that marginal scarcities 
arc not taken advantage of by trade for 
charging high unofficial premia on prices. 


With a view to containing industrial 
unrest and taking remedial steps well in 
time before strikes or lockouts take 
place, the ministry of Industry is under¬ 
stood to be experimenting with labour 
intelligence. Efforts are said to have been 
made in various industrial undertakings in 
the recent past to find out unobtrusively 
if there is any likelihood of deterioration 
in industrial relations and the causes 
thereof. Remedial measures are initiated 
on the basis of these findings. Several 
strikes are understood to have been averted 
through this process. 

Incidentally, the government docs not 
share the view that the deterioration in 
industrial relations is as alarming as made 
out. It is pointed out that the average 
mandays lost during the past seven years 
have been around 20 million, barring the 
two exceptional years of 1974 and 1976 
when they were of the order of 40 26 
million and 12.80 million, respectively. 
The 1974 figure was exceptionally high 
due to railwaymen’s strike. In 1976, 
there were exceptional curbs on strikes 
and lockouts due to emergency. Even in 
1971, during which there was an armed 
conflict with Pakistan, the mandays lost, 
it is pointed out, were as high as 16 55 
million. The growth in the mandays lost 
in 1977 to 21.21 million, it is therefore 
stressed, cannot be considered undue, 
especially when note is taken of .the fact 
that soon after the revocation of emer¬ 
gency, the pentup feelings of the labour 
force had to find expression. 

it is also pointed out. quite significantly, 
that of the total mandays lost in 1977, 
nearly 78 per cent were accounted for by 
lockouts. 

A good deal of concern, however, is 


being expressed over the violence that has 
phgraoterised industrial unrest in some 
areas recently, the acts of sabotage by 
striking Workers are also being dep^ 
lorcd. 


A good deal of satisfaction has been 
expressed in official circles here over the 
outcome of the deliberations of the meet¬ 
ing of the Aid-India Consortium held last 
week. The Consortium has pledged assis¬ 
tance to us for the current financial year 
of the order of S 2.3 billion. Of this, 
$ 1.2 billion will be provided by the 
World Bank group. The remainder $1.1 
billion will be made available by ih4 
friendly countries which are members of 
the Consortium. 

The assistance decided to be made 
available fell .short of the figure projected 
by the World Bank study learn by about 
$ 100 million It was, however, higher 
than assistance pledged for 1977-78 by 
$ 200 million. 

The pledging of higher assistance by 
the Aid-India Consortium this year, 
despite our free foreign exchange resour¬ 
ces continuing to grow, is significant. 
It not only reflects an endorsement ol 
the government of India*s development 
priorities and objectives but also is an 
indication of the confidence with which 
the World Bank and the members of the 
Consortium view the pre.sent state of our 
economy. 

The Consortium, is reported to have 
expressed the hope that the gove^nmen^ 
of India would enhance its efforts to 
encourage private and public investments 
in industry by providing a more favour¬ 
able climate for production. 

1 he details of the break-up of the $ M 
billion aid pledged by the friendly coun¬ 
tries are not yet available. The US 
government, however, is reported to bq 
willing to provide aid of the order of $ 9C 
million, apart from PL 480 assistance 
No significant change is said to have been 
effected in the pattern as well as the terms 
of the assistance to be provided by the 
members of the Consortium. 
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Entrepreneurship and 
K K Bin. professional management 


In this article, which we reproduce from The Hindustan Times of 
June 9, Mr K. K. Birla has given an effective reply to politically 
motivated tirades against the larger business houses. He has 
brought out clearly and forcefully the distinctive role of the 
entrepreneurship of business families In the maintenance of the 
health and the promotion of the growth of industrial enterprises and 
has shown that there is no conflict between this entrepreneurship 
and professional management, since each has its own place in the 
establishment or development of industries and neither can be 
dispensed with. 


Tub nbed for professionalising manage¬ 
ment in the corporate sector has been so 
consistently harped on at high levels re¬ 
cently that the issue has acquired some 
public importance. On the face of it, the 
proposal sounds unobjectionable; but it 
needs to be studied in depth. This article 
attempts to examine this question in its 
proper perspective. 

It has become a habit of late to decry 
an industrial unit in the private sector on 
the plea that it is not professionally man¬ 
aged. Sometimes, a sweeping condemna¬ 
tion is made even without ascertaining 
whether the performance of the unit is 
satisfactory or otherwise, and woe unto it 
if the unit happens to belong to a large 
industrial house, for in that case all sorts 
of epithets are hurled and all kinds of 
threats held out that family management 
of industrial enterprises will no longer be 
permitted. 

Interesting digression 

Digressing a little on family manage- 
nicnt of industries, I would like to refer 
to an interesting and informative article 
entitled “Family Business" which appear¬ 
ed in the May 16-31 issue of the up-and- 
coming magazine India Today. The article 
points out that while it is possible in a 
country like the United Slates, where the 
state does not run any industry, for big 
business to gang up and “monopolise" 
everything from prices to profits," it is 
the other way round in India where the 
state owned industries arc in a command¬ 
ing position enjoying monopoly of power. 
The article also highlights the fact that 
a large number of industries the world 


over arc controlled by families and yet 
are efficiently run. 

For instance. Ford Motors, one of the 
largest companies in the world, is control¬ 
led by the Ford family, as arc Exxon by 
the Rockefellers, IBM by the Watsons, Du 
Pont by the Du Fonts. Gulf Oil and Alcoa 
by Paul Mellon, “Time" by Luce, Fiat 
by Agnelli etc: Phillips of Holland, Lever 
Brothers of UK, Sony and Hitachi of 
Japan, SKF of Sweden also fall in this 
category. The article adds that the family 
interest enjoys a commanding power in 
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these multinational corporations whereas, 
in the case of large business houses in 
India, the shareholdings of families in 
their companies are small. 

Viewing the subject from yet another 
angle the Financial Express in its edi¬ 
torial on April 29. 19^8, observes; 

“First of all, individual members of 
these business families—with rare excep¬ 
tions—are occupying positions of trust 
and responsibility by virtue of their edu¬ 
cation, erudite knowledge and extensive 
training in administration and manage¬ 
ment. These qualified members of busi¬ 
ness houses are far better professionals 
than any managers brought from outside. 
Indeed, they are, in any case, better pro¬ 


fessionals than the wooden bureaucrats 
occupying key positions in public sector 
enterprises, bringing discredit to the 
latter." 

In India, if a large business house runs 
any industrial unit, it is, in a majority of 
cases, not because it holds a large percen¬ 
tage of shares, but it is due to the fact that 
even though its own holding is comparati¬ 
vely small it enjoys the trust and confi¬ 
dence of the shareholders who are happy 
if the management of their companies is 
in good hands. If the results of some com¬ 
panies arc not satisfactory the sharehol¬ 
ders are not so naive and ignorant of 
iheir rights as to permit an, inefficient 
management to continue indefinitely. 
What normally and logically happens is a 
change of management in such cases unless 
the government were to take over the unit 
concerned. 

incorrect approach 

If ihe companies or industial units 
become “sick", it is generally attributed to 
lack of professionalism in management 
without even ascertaining the underlying 
causes of its sickness. This is an incorrect 
approach. The sickness could sometimes 
be a result of the government's policies. 
That apart, instances are not lacking of 
companies becoming sick even where the 
management is in the hands of profes¬ 
sionals—as often happens in some of the 
public sector units. The two glaring inst¬ 
ances to prove this arc; power generating 
stations in the public sector and the coal 
industry. Capacity utilisation in the power 
generation plants in the public sector is 
about 56 per cent or even lower while, in 
the case of private .sector power plants, it 
h over 90 per cent. As for the coal indus¬ 
try, it runs into such a mess from time to 
time that industrial production is curtailed 
and train services cancelled for lack of 
coal. 

Three important components contribute 
to the proper running of an enterprise. 
The two wcliknown arc labour and 
management. The third factor, which 


BASTBRN ECONOMIST 


1169 


JUNE 16, 1978 



perhaps escapes one's attention but is in 
fact more important than the other two, 
is the entrepreneurship behind the busi¬ 
ness organisation. The entrepreneur is the 
brain behind thc whole enterprise. Despite 
a good management and cooperative 
labour, an industrial unit will stagnate if 
creative enterprise is lacking. 

It is the spirit of innovative entciprise 
that fosters ah organisation and carries it 
forward. There is definitely a need for 
professionals in any organisation but it is 
also necessary to determine the levels at 
which they should function, since profes¬ 
sional ability alone is not the *'be-a]l and 
cnd-air of an organisation, fn fact, the 
progress or regress of an organisation will 
depend not so much on * whether or not it 
is professionalised but on the guiding 
spirit behind the organisation. 

blanket statements 

I am not suggesting in the least that 
professionals should not be given their 
due place in a business organisation. 
Quite the contrary. What I am objecting 
to is the blanket statements that are 
often made regarding professionalising 
the management. I certainly feel that some 
jobs are best handled only by fully quali¬ 
fied people and it will be utter folly to fill 
such posts with non-professionals. For 
example, positions like those of a chief 
engineer, chief accountant, chief che¬ 
mist, production superintendent etc. must 
have professionals to man them. The days 
are gone when a non-professional could 
hold the post of, say, the chief accoun¬ 
tant in a big corporation or function as 
a chief technician in an engineering com¬ 
plex. But the mailer becomes merely aca¬ 
demic because in fact in big industrial 
corporations such posts arc held only by 
professionals. 

While specific jobs require specific 
technical expertise, the higher wego in the 
organisational set-up the requirements shift 
towards versatility, vision, tact, judgement, 
dynamism and creative leadership. It 
must be ensured that the persons who 
occupy the lop positions in an organisa¬ 
tion are neither wedded to any particular 
doctrine nor rigid in their attitudes but 
have an open mind, a mind that judges 
every issue in its proper perspective. With 


due respect to the professionals it may be 
mentioned that somstimes they gti so 
cessively committed to their own set theo¬ 
ries tiiat they are not able to take a 
ilexRUe and more baliiiiced view of a 
situation. 

th« distinction 

A distinction has to be made between 
the executives of a company and the en¬ 
trepreneur behmd it who usually is its 
chairman. A chairman is not an execu¬ 
tive unless he is trained to be so. In fact, 
if the chairman (unless he happened to be 
the chief executive too) were to dabble in 
the day-to-day work of the company, it 
could very well lead to a mess. The role 
of a chairman is different in that he has 
to give the direction in which the company 
has to move; he has to set the aims and 
objectives of the enterprise, has to Jay 
down the policies and steer the company 
in a way that takes it firom strength to 
strength. In other words, a chairman has 
first to be an entrepreneur and then only 
an executive. 

Organisational structures are not static; 
they keep changing; but they are also not 
an end in itself; they are on*y a means to 
an end. Apart from paying due impor¬ 
tance to the organisatjonal set-up, efforts 
should also be made to carry forward the 
organi.sation with a positive vision and a 
concrete ideal. The chairman of an orga¬ 
nisation must, therefore, be on the look¬ 
out for new fields of development and 
innovations; he must give new ideas and 
thoughts to his executives so that his or¬ 
ganisation is continuously motivated to 
achieve excellence. If I have to choose 
between an entrepreneur and a profession¬ 
al as the head of a concern, I will always, 
prefer the entrepreneur. If people like Sir 
Jamshedjj Tata or Rai Bahadur Oujarmal 
Modi were to start their business career 
again, 1 would any day put my rupce.on 
them than on the best of the profes¬ 
sionals. 

Let us further analyse the matter in 
depth by giving some analogies. It will 
obviously be a folly, indeed it would be 
unthinkable, to have as the Chief of the 
Army Staff a non professional. Obviously 
absurd. (Where the president of a country 
is regarded as the supreme commander 


it is mforp of a formality than a reality). 
But how maiiy Defence ministers of a 
country have been military generals? 
In fact, in democratic countries there ma; 
be only a few instances where the Defence 
ministers have been drawn from the army 
either in times of peace or even during 
periods of war. During the Second 
World War, when Britain was fighting 
for her very survival, it would have been 
a disaster had some general in the army 
taken over as the prime minister, simply 
because a war happened to be on. In fact, 
had Churchill not been made the prime 
minister then, Britain probably would 
have lost the war. Likewise, it will be 
unwise to put forward a plea that the 
Industries minister of a country should^ 
necessarily be an industrialist (though 
perhaps an industrialist would make a 
more successful! Industries minister), that 
the Finance minister should be a banker, 
that the Health minister should be a 
medical practitioner, and so on. 

shining example 

In fact before our Rashtrapati, Mr 
Sanjiva Reddy, was elected as the 
speaker of the Lok Sabha a few years 
back, many people questioned the choice 
on the basis that he had no legal 
background. Doubts were freely ex¬ 
pressed as to whether or not he would 
make a good speaker, since the speaker- 
ship of an august body like the Lok 
Sabha requires at least a working 
knowledge of law. And yet it is well 
known that Mr. Sanjiva Reddy proved to 
be one of the ablest speakers. The sur¬ 
prising thing is that whereas it is not 
necessary for a person to have any quaJi- « 
fication to become a minister, even when 
he has to guide the destiny of the entire 
nation in respect of his portfolio, undue 
stress is laid on professionalism when it 
comes to the corporate management. 

Once, when the country's economy was 
in a bad shape, Mr. Rafi Ahmed Kidwai 
reportedly urged Pandit Jawaharlal Nehru 
to entrust him with the Finance portfolio. 
“What are your qualifications for hold¬ 
ing that position when you do not have 
any idea or experience of finance?” re¬ 
torted Panditji. Rafi Saheb replied that 
in itself was, in fact, his qualification 
since it would enable him to approach 
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the subject with an open mind instead of was quite unknown. And yet our Am* 
dogmaticiriiy. fathers, the early entrefueneurs, did lltirly 

The growth of the corporate sector in well in spite of unfavourable drcun- 
^ India and the world over is an inspiring stances and heavy odds prevailing under 
saga of entr^reneurship, hard work and alien rule. The phenomenal progress 
sweat, at a time When pvofeesiqnidisai tItfBuchelltntinises bwii!K testittooy to tlie 


Stay of income tax recovery 

Tha author eontmondo tho iudgmont of tho OolhI High Odurt whiob, in 
oxoreiso of ito Inhoront powor, gavo roliof to tho Hindu imdlvldod family 
wharo Its Karta having paid in full hit poraonal aoooaamont waa 
roqulrod to pay tax ovor again in raspoct of tho aamo Ineomo whan tho 
liability of tho HUF to pay tho tax had not boon Anally otitbliahod. 


The question of stay of recovery of in¬ 
come tax pending an appeal or a reference 
IS of considerable importance. The power 
of slay of recovery of tax can be exer^ 
cised by the income tax officer, the appel¬ 
late assistant commissioner, the tribunal 
and the court. With regard to the powers 
of an income tax officer, sub-section (6) of 
section 220 of the Income tax Act, 1961 
provides—“(6) where an assessec has 
presented an appeal under section 246, 
the income tax officer may, in his dis¬ 
cretion, and subject to such conditions as 
lie may think fit to impose in the circum¬ 
stances of the case, treat the assessee as 
not being in default in respect of the 
amount in disputes in appeal, even though 
the time for payment has expired, so 
long as such appeal remains undisposed 
of.” 

The exercise of the aforesaid power by 
the income tax officer is a quasi-judicial 
function, and cannot be controlled by the 
commissioner. Savithrl Sam v. ITO 72ITR 
•730. The power of the income tax officer 
to treat the assessee as not being in default 
is a power coupled with a duty, and in 
any event it should be excroisted fairly and 
reasonably and not arbitrarily or caprici¬ 
ously Kasturam Agarwalla v. Coll- of 24 
Parganas 33 ITR 800 also ^ Ladhuram 
Taparta v. Bageti 20 ITR il. Wlme 
, the assessee has gone in aj^ieal and the 
f appeal is not frivolous, it may, in the 
circumstances of a case, be tiie duty of 
the ITO to refrain from enforcing pay¬ 
ment of the tax under the notice of 
demand and to grant exteqiioii of time 
till the qppeal is dispos^ 'of. If the 
ITO fails to discharge hU du^, he may 


be compelled by a writ under article 226 
of the constitution to stay his hands. The 
courts have no power to interfere so long 
as the income tax officer exercises his dis¬ 
cretion fairly and reasonably. The income 
tax officer is not bound to give a hearing 
to the assessee before rejecting his appli¬ 
cation to treat him as nof being in default. 
Vellore G. Mudaliar v ITO 36 ITR 133. 
The income tax officer is entitled, under 
sub-section (6) of section 220 to impose 
the condition that the tax be paid by 
instalments. Rahmath Bibi v. ITO 72 
ITR 73. 

process of oxompfion 

Under sub-section (4) of section 249 of 
the Income Tax Act, 1961 it is provided 
as follows r—(4) No appeal under this 
chapter shall be submitted unless at the 
time of filing of the appeal,—(a) where a 
return has been filed by the assessee, the 
assessee has paid the tax due on the 
income returned by him; or (b) where no 
return has been filed by the assessee, the 
assessee has paid an amount equal to the 
amount of advance tax which was payable 
by him; Provided that, on an applica¬ 
tion made by an appellant in this behalf, 
the appellate assistant commissioner 
may. for any good and sufficient reason 
to be recorded in writing, exempt him 
from the operation of the provisitms of 
thift sub^tion. ' ‘ 

Under section 254 of the Income Tax 
Acu 1961, sub-section (1), the appellate 
tritKEwIntay., after giving boA the par¬ 
ties to.’dtacppMiil M xtfvffitaiiiiiiy of being 
heard, pass such orders thereon as it 


qualities of leadership, dynanlHn, 
versatility and Wsion of these pioneer 
businessmen who proved to be wittrds 
and created suocessftil business organisa¬ 
tions that have immensely bea^ted the 
natimi. 


F. Im Boramnlia 

thinks fit. It has been held by the 
Supreme Court in ITO v. Mohammed 
Kunlt 71 ITR 815 that the power to stay 
recovery proceedings pending an appeal 
can be exercised by the tribunal as being 
incidental or ancillary to its appellate 
jurisdiction. Like-wise, in appeal against 
an order of the appellate assistant com¬ 
missioner, the tribunal has implied- 
power to stay further proceedings before 
the AAC. Puran Mai Kauntia v. ITO 
98 ITR 39. 

inhoront powor 

In a recent case the Delhi High Court 
has given a decision of great public 
interest upholding the inherent power 
of the court to grant stay of recovery of 
tax pending the disposal of reference. 
Bansidhar & Sons, New Delhi V. Com¬ 
missioner of Income tax. New Delhi 1978 
Tax LR 332. (T.V.R. Tatachari C. J. and 
Pritam Singh Safeer J.) The facts of the 
case in brief are :—The assessee is a 
Hindu Undivided Family (HUF). The 
Karta of HUF is LB, Karta’s father died 
in 1949 in the air crash. On the death of 
the father, a sum of Rs 2,49,874 was re¬ 
ceived by LB from the insurance company 
on account of an accident insurance po¬ 
licy covering the risk of the life of the 
deceased. The income derived from the 
said amount was treated as income of LB 
and was assessed in his personal assess¬ 
ment. LB was married on February 3, 
1953 and a son TK was bom on February 
3,1956. The inemne from the insurance, 
amount continued to be assessed in the 
personal assessment of LB even after feu- 
mationof the HUF on his marriage and 
birth of a son, and continued to be so 
assessed till the year 1959-60. Fm* the 
first time in the assessment year 196D-6I, 
the Inomne tax officer treated the income 
from the insurance amount as that of the 
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HUP and assessed the same in the hands 
of the HUF. On appeal by the assessee 
HUF the appellate assistant commis* 
sioner set aside the assessment holding 
that the income was thd personal income 
of the LB and not of the HUF. Revenue 
went in appeal to the IT tribunal. The 
Tribunal held that the income was of 
HUF and liable to be assessed as such. 
At the instance of the assessee HUF the 
tribunal referred to the Delhi High Court 
the following question under section 66 
(1) of the Income Tax Act, 1922 and sec¬ 
tion 256 (1) of the Income Tax Act, 
1961 .-—“Whether on the facts and 
in the circumstances of the case, the 
amount of Rs 249,874 received by 
LB from the insurance company on 
account of the accident insurance policy 
covering the risk to the life of his father, 
LM, is correctly treated as ancestral pro¬ 
perty of the HUF of which LB is the 
Karta.'* In the said references applica¬ 
tion for injunction and stay was hied by 
the assessee HUF under section 151 of 
the Code of C»vil Procedure invoking 
the inherent jurisdiction of the high court. 
The court held as follows •' 

high court's view 

In a reference to the High Court under 
section 66 of the Income Tax Act of 1922 
or section 256 of the Act of 1961, the High 
Court has inherent jurisdiction or power 
to stay in a proper case the recovery of 
the tax pending the disposal of the 
reference. (Case law discussed). 

The Act of 1922 or the Act of 1961 
does not contain any express provision 
empowering the High Court or the 
Supreme Court to grant slay of recovery 
of the tax pending the disposal of 
the reference before it. But there is 
nothing in the Income-Tax Act which 
expressly or by necessary implication 
excludes the inherent jurisdiction. 

Although an application invoking the 
inherent jurisdiction or power of a court is 
usually described as one under section 151, 
in the Civil Procedure Code it is well set¬ 
tled that inherent jurisdiction or power is 
inherent in a court, and section 151, CPC 
does not confer such jurisdiction or power 
on the court, but merely saves such juris¬ 
diction or power which already exists in 


the court. Therefore, the fact that there 
Js no provision in the Income-tax Act 
making the provisions of the Code of 
Civil Procedure applicable to a reference 
proceeding before the High Court or the 
Supreme Court does not mean that the 
High Court or the Supreme Court cannot 
exercise its inherent ^risdiction or power 
in the proper case. 

woll-sottlod fact 

Section 66(8) of the Act of 1922 and 
section 269 of the Act of 1961 make it 
clear that the High Court mentioned in 
section 66(1) of the former Act and 
section 256(1) of the latter Act is the High 
Court duly constituted as such for the 
state or the union territory, as the case 
may be. It is well-settled that the High 
Court, as a ‘•Court’^, has inherent juris¬ 
diction to act ex debito justitiae if the 
circumstances of a case so demand. The 
inherent jurisdiction or power is inherent 
in the High Court, because it is a 
“Court”, and is unrelated to and indepen¬ 
dent of the nature of its jurisdiction 
advisory, consultative, original, appellate 
or revisionaJ, in the case before it. The 
passing of an order of stay of recovery of 
tax by a High Court in exercise of its 
inherent jurisdiction is in no way connect¬ 
ed with the nature of its jurisdiction in the 
reference before it. Though the High 
Court gets seisin of the case because of 
the reference it is still a “Court" in deal¬ 
ing with the reference. 

In a reference under the Income-Tax Act, 
the High Court or the Supreme Court, as 
the case may be, gives “a decision or a 
definitive judgment” on the questions 
referred. In the case of a High Court, its 
judgment iiri the reference is final unless 
altered on appeal to the Supreme Court, 
and it has authoritativeness as it is 
binding on the appellate tribunal and 
the parties and the tribunal has to 
pass necessary orders under section 260(1 ) 
“conformably to the judgment". The 
High Court or the^topreme Court is thus 
a “Com" even '^^raen it ddats with a 
reference under the Income-Tax Act. As 
such, it has its own inherent jurisdiction 
irrespective of tliye^ nature of its jurisdic- 
titm in the reference. In other words, it 
has inherent jurisdiction by virtue of its 
being a “Court*\ and it has consultative 


or advisory jurisdiction by virtue of the 
provision in section 66 of the Income-Tax 
Act of 1922 or in section 256 of the 
Income-Tax Act of 1961. It can, therefore^ 
act in exercise of the former jurisdiction 
for granting stay of recovery of the tax 
pending the disposal of the reference, 
while it acts in exercise of the latter juris¬ 
diction in hearing and answering the 
question referred to it. Hence, the fact 
that the nature of the jurisdiction of the 
High Court in the reference is advisory or 
consultative and not original or appellate 
or revisional is immaterial. In granting 
stay of recovery' of the tax under its 
inherent jurisdiction or power, the High 
Court does not decide any question at all. 

a binding decision 

It is true that in a reference to a High 
Court under section 256 or to the Supreme 
Court under section 257, the court delivers 
its judgment on the questions of law that 
have been referred. But, it is not correct 
to say that the judgment has by itself no 
force at all. The judgment decides the 
questions of law that have been referred, 
and the decision is binding on the 
appellate tribunal and the parties. The 
tribunal has to pass orders in the appeal 
only comformably to the judgment of the 
High Court or the Supreme Court in a 
reference. Also, it is final so far as the 
questions referred are concerned and is 
binding on the parties and the tribunal. 
The judgment has thus as much force as 
any other judgment of a court. 

The reference to sections 260(1) and 
265 in Section 262(1) has no bearing on 
the question of ordering stay of recovery 
of tax in exercise of the inherent jurisdic¬ 
tion or power of the court. Section 262(1) 
merely makes it clear that although the 
matter before the Supreme Court under 
section 261 is an appeal, the scope and 
limitations of the decision of the Supreme 
Court in that appeal are the same as those 
of a decision in a reference before it or 
before the High Court. The provision in 
section 265 means only that the mere 
making of a reference or the filing of an 
appeal shall not by itself operate as a 
suspension or stay of the recovery of the 
tax, and the tax continues to be payable, 
and there is nothing in section 265 to 
suggest that it precludes or prohibits the 
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HighCourl or the Supreme G>urt from 
stiiying the recovery of tax in a proper 
case pending the disposal of the reference 
or appeal, as the case may be, in exercise 
of its inherent jurisdiction or power- 
In the instant case it is admitted that in 
respect of the two assessment years 1960- 
61 and 1962-63 the tax had already been 
paid in full by L. Bansi Dhar in his 
personal or individual assessment. There 
is, therefore, considerable force in the sub¬ 
mission of the assessee that great hard¬ 


ship would be caused to it if in spite of 
full tax having been paid by its Karta in 
his personal assessment, the HUF is asked 
to pay the tax over again in respect of the 
same income, and that too when the liabi¬ 
lity of the HUF to pay the tax has not 
yet been finally decided. Therefore, it was 
held that it was a fit case in which the 
stay asked for should be granted, but on 
terms. Accordingly the High Court order¬ 
ed that the recovery of the amounts of tax 
demanded in respect of the assessment 


years 1’960-61, 1962-63, is stayed on tite 
condition that the assessee should furnish 
adequate security for the amounts in 
question to the satisfaction of the con- 9 
cemed income-tax officer within six weeks 
from that date. 

It is submitted that the judgment of the 
Delhi High Court provides much needed 
relief to the taxpayers as in many cases 
they lose their substantive right of moving 
the High Court in a reference if they are 
unable to pay the tax demanded. 


Balanced diet and poverty Samir K. Mondal 

The author, who is connected with the National Council of Applied ents that cannot be prepared by the body. I 

Economic Research, has come out with the finding that whereas Sarma^ in his exercise considered 

18.74 per cent of the families in rural India are able to pay for a twelve such nutrients. The minimum 

balanced diet and 25.57 per cent in urban lndia,80 far as Delhi city is quantity of different nutrients required 

concerned only 14.37 per cent can afford a balanced diet. In other for a balanced diet per person per day 

words 88 per cent of Delhi population appears to be undernourished. are as follows*: 


The political response to the uncomfort¬ 
able position of growing poverty and 
inequality in income in recent times has 
arou.scd interest among research workers. 
Several statistical measures of the extent 
of poverty in the country have been made 
(Bardhan 1970, Dandekar and Rath 1971, 
Minhas 1970, Vaidyanathan 1974). These 
are mostly attempts to divide the poor 
from others by what has been called a 
poverty line usually corresponding to 
some notion of minimum bundle of goods 
and services necessary for life. Given the 
poverty line, the measure expresses the 
extent of poverty in terms of the propor¬ 
tion of population below this line. The 
view that such a measure of poverty is 
somewhat arbitrary has been widely shared 
(Rudra 1974, Bhatty 1974) and the debate 
on the exact number of the poor has, 
therefore, remained predictably inconclu¬ 
sive. Arbitrariness arises, from the diffi¬ 
culties of adjusting for inter-regional and 
intcrclass price differentials to arrive at a 
statistically acceptable comparability in 
per capita income/expenditurc. The diffi¬ 
culty is more pronounced when applied to 
the different spacio-temporal and price 
conditions as exist in a country so vast 
and varied as India. Doubtful validity 
of a common poverty line for the country 
as a whole becomes apparent. This 
can be avoided by undertaking sepa¬ 


rate studies for smallar regions or 
groups. 

The results of an exercise attempting to 
estimate a poverty line corresponding to 
a minimum cost of balanced diet and 
taking into consideration non-food expen¬ 
ditures in Delhi city during September 
1976, are given here. The extent of 
poverty in terms of percentage number of 
households below the poverty line have also 
been estimated making use of the distribu¬ 
tions of persons by per capita consumer 
expenditure obtained from the National 
Sample Survey’. For the purpose of 
comparison, similar estimates for urban 
and rural India have also been arrived 
at using the cost of balanced diet given by 
Sarma® and the Hngel ratio estimated 
from NSS data. 

Results of an exercise attempting the 
minimum cost an average Indian would 
incur for a diet which has been called 
a balanced diet has, recently, been report¬ 
ed by I.R.K. Sarma. Although the 
number of nutrients required for the 
growth and well being of human beings 
is large, all of ihem, fortunately, need not 
be supplied as such through food eaten. 
Some of them can be prepared by the body 
itself through the food eaten. It would 
be necessary to see that the diet fora 
person supplies at least such of the nutri- 

3 # 


Carbohydrates 

450 grams 

Proteins 

no** „ 

Fat 

50*** ,. 

Phosphorus 

1 

Calcium 

500 ml. ,, 

Iron 

30 

Thiamine 

1 

Riboflavin 

1.5 

Niacin 

15 

Vitamin C 

30 

Vitamin A (Beta Carotene) 

1.500 

Folic Acid 

loo micro „ 


* These have been worked out partly on the 
basis of FAO recommendations. Tlie situa¬ 
tion currently existing in India has also been 
taken into account in adopting the standards 
for different nutrients. 

** or this around 70 grams is expected to be 
oxidized (and hence not available for tissue 
synthesis and the related activity) for the 
production of energy. 

*** Of this around 30 grams is to be oxidized 
for the production of energy. 

Considering the difficulties in handling 
hundreds of food items, their prices and 
the nutrients therein Sarma, in his exer¬ 
cise, confined attention to the require¬ 
ments of 14 major food groups®. The 
different food groups considered for the 
composition of balanced diet have been 
described in various studies made by the 
Indian Council of Medical Research 
(ICMR) and also by individual research 
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workers in the field*®. These food 
groups are presented in Table 1. 

The average amount of the different 
nutrients contained in a given quantity 
(one kilogram) of each one of the 14 food 
groups mentioned in Table 1 has been 
worked out on the basis of the details 
provided by the ICMR in their study®. 
Taking this as the standard, Sarma work¬ 
ed out the composition of balanced diet 
which would cost less than any other 
composition at the average retail prices 
prevailing during March 1975. 

optimal solution 

The balanced diet proposed by Sarma 
on the basis of this exercise composed of 
14 food groups and costs Rs 2.15 (Table I) 
at all-India retail prices during March 
1975. At a changed price situation the 
composition as well as the cost of the 
minimum balanced diet is likely to 
be different. The optimal solution for 
such an exercise depends not on the abso¬ 
lute prices of the food items but only on 
their relative prices. Although prices 

change over time and space, relative prices 
may not change much within a short 
period.* Thus, the composition of 

minimum cost of balanced diet can be 
assumed to remain approximately same. 
The error committed by this assumption 
is unlikely to be more compared to the 
errors introduced through the process of 
averaging to arrive at all India a\erage of 
retail prices and an average Indian to which 
Sarma's balanced diet and its cost applied. 
Sarma has taken 14 broad groups of food 
items in which prices of each individual 
item differ within the group, so that some 
process of averaging was necessary to 
arrive at the price of the group. Prices 
are different in different regions as well so 
that a second round of averaging over 
space becomes necessary to get an all- 
India average price for each of the food 
groups. The very nature of the problem 
is such that any process of averaging will 
surely introduce an amount of error due 
to temporal, spatial and qualitywise 
variation in prices and the resulting 

*This can be seen from the prices presented in 
Tabic I. If relative prices change rapidly 
causing signiAcant changes in optimal solution, 
the result of such exercises will become obsolete 
within a short span of time. 


Table I 

CompoBltloii tod Cost of Bolaactd Diet 


Food groups 

All India * March 

1975* 

Delhi City : Sept. 1976*^ 


Qty. 

Average 

Cost 

Average retail 

Cost 


(Kg.) 

price 

(Rs.) 

price in Delhi 

(Rs.) 



march '75 


markets 




(Rs. per kg.) 

(Rs. per kg.) 


Cereals 

0-488 

1.50 

0.73 

1.68 

0.81 

Pulses 

0.080 

2.25 

0.18 

2.58 

0.20 

Green leafy vegetables 

0.300 

0.75 

0.22 

2-56 

0.76 

Root vegetables 

— 

1.00 


0.98 

— 

Other vegetables 

— 

1.25 

— 

— 


Milk 

0.144 

1.75 

0.25 

1.90 

0.27 

Fats and oils 

0.010 

8.00 

0.08 

n.6o 

0.11 

Fruits 

0-100 

4.00 

0.40 

4.00 

0.40 

Nuts and oilseeds 

— 

9.00 

— 

— 

— 

Condiments & spices 

0.10 

6.00 

0.06 

15.02 

0.15 

Eggs 

0-037 

5.00) 




Fish 

— 

5.00) 

0.20 

7.60 

0.28 

Other flesh fo.)Js 

— 

7.00) 




Misc. foods 

0010 

350 

0.03 

3.48 

0.03 

Cost of Balanced Diet 






per day per person 


— 

2.15 

— 

3.00 


♦Sarma, : 'Balanced diet, its compositon and cost’ Margin volume 8, No. 3, 

April 1976. **Present study. 


Tabi.e II 

Percentage Distribution of Households by Monthly Consumer Expenditure Classes and 
Their Expenditure on Food Items 
DELHI CITY 

Monthly per Estimated per- Total consumer Expenditure Engel ratio Percentage of 
capita ex-centage of expenditure on food forfood(%) households 

penditure households (Rs.) (Rs.) (4)-r(3) below and 

(Rs.) above poverty 

line 


(1) (2) 


(3) 

(4) 

(5) 

(6) 

0-13 

— 

— 

— 

— 


13-15 

— 

— 

— 

— 


15-18 

0 60 

17.99 

13.66 

75.93'] 


18-21 


— 

— 

— 


21-24 

1.20 

22.52 

16.87 

75.91 


24-28 

0.60 

27.41 

20.52 

74.86 


28-34 

1 20 

31.03 

25.14 

81.02 

-85-63 

34-43 

7.19 

39.87 

29.15 

73.11 ' 

y 

43-55 

16.17 

5011 

37.22 

74.28 

\ 

55-75 

22.75 

64.03 

45.33 

70.79 ' 


75-100 

11 96 

84.92 

58.16 

68.49 


100-150 

17.96 

119.23 

73.96 

62.03 


150-200 

6.59 

173.28 

87.63 

(90.00)* 

50.57^ 

) —14.37 

200 and above 

7.78 

346-71 

127.63 

36.71 ; 

All classes 

1.60 

88.04 

52.87 

60 -05 ] 

[ 


•Cost of balanced diet worked out. 
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average cannot be anything but a crude 
estimate. 

Keeping this in view we have attempted 
to find out the implications of the cost of 
balanced diet on the total consumer 
expenditure and income and thereby 
locate the poverty line for an average 
family in Delhi city. 

source material 

The source of prices for food items 
here is the Statement Showing Retail 
prices of Selected Commodities in Delhi 
markets by the Bureau of Economics 
and Statistics, Delhi Administration^. 
Sarma’s composition of balanced diet 
evaluated at these (Delhi) prices would 
cost about Rs 3.00 per day per person 
(Table !)• Expenditure on food items 
for a period of 30 days for such a 
person would then be Rs 90.00, Further a 
reference to the data on consumer expen¬ 
diture published by the National Sample 
Survey (NSS) indicates that such a person 
belonged to the monthly per capita 
expenditure class Rs 150-200 (Table II), 
the percentage expenditure on non-food 
items for this group being 40.43’, 

Thus total consumer expenditure incur¬ 
red byhim works out to Rs 90+49.43 per 
cent of total consumer expenditure=Rs 
177.97 per month. Taking the average size 
of a family to be five, such a family would 
need Rs 889.85 per month (Table III) to 
meet its total consumer expenditure. 
Making appropriate allowances for 
.savings, it can be said that unless the 
family has a monthly earning well beyond 
Rs 1.000 its members cannot afford the 
proposed balanced diet in Delhi city. 

It is of interest to note that only those 
who belong to the monthly total consumer 
expenditure class Rs 150 and above can 
afford the balanced diet. Such persons in 
Delhi city constituted, according to the 
NSS report, only 14.37 per cent; those 
who cannot constitute 85.63 per cent 
(Table II). 

In other words, 85.63 per cent of 
the population in Delhi city is below 
this poverty line It is therefore, not 
surprising that a large section of this 


Tablb III . 

Finmrtage DlatribmtaD of Housdiolils by MoutUy'^ Coumiier Expenditurie Cltssfti 
nd aeir Expmdltiire m Eood lleiM. 

URBAN INDIA 


Mot^iy per 

Estimated 

Total consumer 

Expenditure Engel ratio 

Percentage of 

capita ex- 

percentage 

expenditure 

on food 

for food(%) 

households 

penditure 

of house- 

(Rs.) 

(Rs.) 

(4)•^(3) 


below and 

(Rs.) 

holds 





above po¬ 
verty line 

(«) 

(2) 

(3) 

(4) 

(5) 


(6) 

0- 13 

0.13 

8.47 

4.49 

53.01' 



13- 15 

0.15 

13.56 

11.06 

81.56 



15- 18 

0.28 

17.01 

13.51 

79.42 



18- 2t 

0 36 

19.58 

15.89 

81.15 



21- 24 

0.85 

22.77 

1823 

80.06 



24- 28 

2.26 

26.19 

21.17 

80.83 , 


74.43 

28- 34 

5.27 

31.18 

25.01 

80.21 



34- 43 

12.05 

38.51 

30.39 

78.91 



43- 55 

16.27 

48.91 

37.34 

76.34 



55- 75 

20.85 

64.04 

47.07 

73,50 



75-100 

15.96 

85.94 

59.40 

69.12 



100-150 

14.70 

107.60 

61.28 

(64.50)* 

56.95 



150-200 

5.85 

171.82 

98.85 

57.53 ) 

1 


200 & above 5.02 

287.82 

130.44 

45 32 


2 5.57 

All classes 100.00 

70.77 

47.93 

67.73 J 

1 



♦Cost of balanced diet worked out. 


Table IV 

Percentage Distribution of Households by Monthly Consumer Expenditure Classes 
and their Expenditure on Food Items 
RURAL INDIA 


Monthly per 

Estimated 

Total consumer Expenditure 

EngeJ ratio Percentage of 

capita ex- 

percentage 

expenditure 

on food 

for food(%) households 

penditure 

of house- 


(Rs.) 

(4)+(3) below and 

(Rs.) 

holds 




above poverty 






line 

(«) 

(2) 

(3) 

(4) 

(5) 

(6) 

0- 13 

0.39 

10.57 

8.72 

82.50' 


13- 15 

0.35 

14.04 

11.64 

82.91 


IS- 18 

1.06 

16.81 

14.05 

83.58 


18- 21 

1.92 

19.67 

16.42- 

83.48 


21- 24 

2.96 

22.25 

16.63 

74.08 

81.25 

24- 28 

5.28 

26.03 

21.74 

83.52 


28- 34 

11.10 

30.98 

25.78 

83.21 


34- 43 

18.53 

38 38 

31.65 

82.46 


43- 55 

20.19 

48.56 

39.05 

80.42 


55- 75 

19.48 

63.56 

48.58 

76.43 


75-100 

10-26 

85 31 

60.82 

71.29^ 





(64.50)* 



100-150 

6.07 

119.42 

75.24 

63.00) 


150-200 

1.46 

169.85 

89.10 

52.46 

18.74 

200 A above 

0.95 

284.69 

128.55 

45.15 


All classes iCO.OO 

53.01 

39.70 

74.89^ 



♦Cost of balanced diet worked out. 
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population will be suflBering froinmaU 
nutritim and diseases caused by it. This 
indicates the dimension of the problem to 
be tackled by any programme for eradi¬ 
cating under^nourishment and causes for 
it. 

The picture al the alJ-India level is also 
not very encouraging. Taking Rs 2.15 as 
the cost of balanced diet per day, per 
capita expenditure on food works out to 
Rs 64.S0 per month and that for a family 
of five would be Rs 322.00*. Such a 
person is located in the monthly per 
capita expenditure class Rs 75—100 in 
rural India and Rs 100—150 in urban India 
[Table 11). Under this expenditure class, 
non-food expenditure is 28.70 per cent 
md 43.06 per cent for rural and urban 
families respectively. 

Thus the total consumer expenditure 
per month for a family of five works 
3 Ut to Rs 432 in rural India and Rs 566 
in urban India. NSS data on con- 
mmer expenditure^ indicate that 18.74 

*Since the results are only indicative rather than 

definitive, we have ignored the urban rural 

differential in prices. 


per cent of the families in rural India 
would be able to pay for the balanced diet 
while the corresponding figure for urban 
India is slightly higher, being 25.57 per 
cent and only 14.37 per cent for Delhi 
city. In other words, about 80 per cent 
of the rural population and 75 per cent 
of the urban population and 86.00 per 
cent of Delhi population appear to be 
under-nourished. 

The above discussion would reveal that 
the situation in Delhi city is worse than 
even that in rural India. This is partly 
because of higher cost of the diet in 
Delhi; it costs Rs 3.00 tn Delhi and Rs 2.15 
elsewhere. The other factor contributing 
to this is that non-food items take a larger 
share of total expenditure in Delhi. 

Expenditure on non-food items by the 
expenditure classes mentioned above 
amounts to 49.43 percent in Ddhi, 28.70 
per cent in rural India and 43.06 per cent 
in urban India respectively. This is not 
surprising because, reportedly, house rent 
and other non-food costs of living are 
quite high in Delhi compared to the other 
parts of the country. 
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Table V 

Cost of Balanced Diet» Non-food Expenditure, Tottl Expenditure and Percentage Number of Families 

above the PrOverty Line. 


Region 

Cost of Balanced Diet 

NSS ex¬ 
penditure 

Engel ratio 
of 

non-food 

items 

Total consumer 
expenditure 
per family* per 

30 days 
(Rs.) 

Percentage 
of families 
who can 
afford the 
balanced 

diet 

Per capita 
per day 
(Rs.) 

Per 30 
days 
(Rs.) 

1 

2 

3 

4 

5 

6 

7 

Delhi City 

3.00 

90.00 

150 & 

49.43 

889.85 

14.37 




above 




Urban India 

2.15 

64.50 

100 & 

43.06 

566.40 

25.57 




above 



. 

' Rural India 

2.15 

64.50 

75 & 

28.70 

452.30 

18.74 




above 




•Average sizea of family has b^n assumed to be five. 
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British economic 


recovery: two views 


There are two views on the British economy. Mr N.J. Robson, chairman 
Grindiays Bank Group, believes that the British trade balance has 
deteriorated since last autumn and the growth of money supply has been 
far in excess of the requirements posing a threat to the economy. 

Frank Broadway on therdher hand holds that the British economy Is slowly 
moving towards recovery and, while the progress so far has been 
satisfactory, the best Is yet to come. 


Not up to expectations 

N J. Robson 


At the beginning of 1Q78 the econo¬ 
mic policymakers of the United Kingdom 
government appcarcii to be in an enviable 
position. Not only had the balance of 
payments moved into substantial surplus 
in the latter half of 1977 but the rate of 
inflation, although clearly still excessive, 
was falling sharply, the current round of 
wage negotiations was proceeding more 
satisfactorily than had been generally ex¬ 
pected and growth in the money supply 
was continuing at a reasonable pace. 

All this helped towards sterling show¬ 


was on the point of joining the United 
States, Japan and West Germany as one 
of those economics which could have a 
vital influence on world trade but the evi¬ 
dence indicated that it was in a position 
to make some contributions towards keep¬ 
ing the world economy on its modest 
growth path. 

Only a few months later the position is 
somewhat different. First, the UK 
trade balance has deteriorated since last 
autumn, the exchange rate has depreciated, 
although only slightly on a trade weight¬ 


WINDOW 

ON 

TH E WORLD 


ing considerable strength in the exchange 
markets and suggested that the way was 
open for the government to give the 
domestic economy a large fiscal boost in 
its 1978-79 budget which, in view of the 
approach of a general election, was 
obviously not without its political 
attractions. 

To ward off accusations of political 
manoeuvring, however, the government 
vfas also in a position to claim that a re¬ 
flationary initiative would represent ‘‘res¬ 
ponsible inteniational behaviour'*. This 
does not, of course, imply that the UK 


ed basis, while growth in the money 
supply has recently been far in excess of 
the underlying requirements of the UK 
economy, let alone of stated targets. 
Second, the government’s incomes 
policy has been challenged by some of the 
big battalions among the trade unions 
and it now seems clear that wage earnings 
this year will increase by several percent¬ 
age points more than required in the pre¬ 
sent guidelines. 

Against this background it is not sur¬ 
prising, at least in hindsight, that neither 
the stpek^arket nor the bond market has 


recently performed in the favourable way 
that many brokers were anticipating in 
their asses.sments at the end of last year. 
Nor is it surprising that analyses of the 
structural weeknesses of the UK 
economy—which, it is claimed, lead any 
stimulus to domestic demand to run up 
at short notice against inflationary and 
balance of payments constraints—have! 
again become the fashion. To take only 
one example, the Bank of England com¬ 
mented last December that “a current 
(external) surplus having been achieved, 
it would surely be imprudent to recreate 
conditions (of instability) but not main¬ 
taining a position of surplus” but that 
“with a rate of growth only somewhat 
higher than at present expected, the 
non-oil balance might easily be weakened... 
the balance will be much affected by how 
fast the United Kingdom economy ex¬ 
pands and how fast the rest of the world 
does.” 


pegsimistic comment 

At the time many considered these 
comments to be unduly pessimistic and 
certainly premature; few of those who 
took this view last December can feel so 
confident today. 

When views of short term prospects 
change rapidly, attempts at maintaining 
any kind of perspective become more than 
normally difficult and the past few months 
have certainly proved no exception. 
More specifically, although the balance 
of payments has clearly worsened since 
last autumn, the reasons for this are so 
far by no means clear. A strong upsurge 
in imports does not, for example, appear ^ 
to have been attributable to an increase 
in demand for those products which are 
normally associated with a cyclical up¬ 
swing in the domestic economy in general 
and in consumer spending in particular. 
Likewise, poor export performance can¬ 
not easily be explained away by a slow¬ 
down in world trade growth, nor by 
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stcrlltig> meooveiy on the exchanges in 
1977. Thsflatter led to some deterioration 
the competitiveness of British 
Exports last year, a point repeatedly 
-mphasised by the Confederation of 
British Industry. But for this t6 show up 
in the trade Qjbrcs so quickly is unusual- 
Asa result, the argument that the latter 
have recently inchided more than their 
fair share of unfavourable “distortions’— 
some of which relate to North Sea oil 
production shortfalls—is difficult of 
refute. 

monetary targets 

Almost exactly the same seems to apply 
to the monetary statistics of recent 
i^ionths, although the fact that 1977-78 
^argets are now unlikely to be met is no 
onger causing concern. Nevertheless, 
£ven if the response of the money and 
bond markets to the publication of 
he monthly figures which are difficult to 
assess still appears to be unduly exaggerat¬ 
'd, support should be given to the recent 
statement by the Governor of the Bank 
of England that ‘‘it is essential. . .that 
monetary targets should be publicly 
announced and that the authorities’ re- 
Lolve be sufficient to make that announce- 
vient credible”. 

It thus seems safe to conclude that the 
inmediate outlook for the British 
conomy will be determined in part by 
hethcr the government regards the re- 
«nt flow of statistics as no more than a 
emporary phenomenon or whether, dcs- 
lite all the seasonal and other distortions, 
hey are in faci an early warning signal 
>f the difficulties which may lie ahead if 
recovery already in progress is given 
H unduly large boost by further substan- 
il lax cuts. On balance however, tax 
its of the order of £1J to £2 billion (net) 
2.79 billion to S3.72 billion) are widely 
tpected to be announced in the forth¬ 
oming budget in order to make a contri- 
ution towards ensuring that the eco- 
Jomy s growth rate will move up into the 
per cent range in 1978 as a whole, 
nis is unlikely to prove sufficient to have 
uch impact on unemployment, however, 
also ^ seems destined to lead to some 
tcrioration in the balance of payments 
^ing the course of the year—even if not 
the rate indicated by the^ures for 
^ past few montfasr—while as the present 


round of wage increases works its way 
through the system, filler progress on 
the inflation front is lijkeily to prove in¬ 
creasingly difficult to achieve. 

It this analysis is proved correct by 
events, it is legitimate to question whether 
such an approach to economic policy will 
contribute much to a solution of the longer 
term problems which face the British 
economy. 

The immediate response is to argue 
that it will contribute little. Against this 
it has to be recognised that identifying 
structural weaknesses (e.g, low produc¬ 
tivity in many sectors of industry) is a 
much easier task than recommending 
practical proposals for their cure, particu¬ 
larly taking into account that for various 
reasons, including diminishing manpower 
resotirces. the underlying growth potential 
of the British economy is no longer sub¬ 
stantial. 

What can at least be said is that pro¬ 
gress towards a sustained recovery in 
manufacturing investment and improv¬ 
ing the availability of skilled labour is 
bound to remain limited so long as the 
economy continues to operate at well 
below capacity. On this line of argument, 
one important consideration over the next 
few years will be the pace at which the 
economy can be brought up towards its 
underlying growth potential and some 
British economists are now already per- 


Thjj International Monetary Fund 
team currently looking into the British 
economy will'find it moving slowly, if 
somewhat erratically, towards recovery. 
While progress so far this year has mostly 
been satisfactory, it is reasonable to 
suppose that the best is yet to come. 
Continuing and sustained improvement 
is confidently expected in such key areas 
as the balance of trade and the rate of 
inflation during the summer and autumn, 
and increasing domestic demand should 
stimulate industrial production. 

Britain may decide to allow the standby 
credit from the Fund, arranged in Decem¬ 
ber 1976, to lapse before its scheduled 
termination at the end of the year. This 


suaded that an annual rate of growth of 
five per cent during this period is not only 
possible, but also an essential precondi¬ 
tion of the Investment, both in plant and in 
labour, that is essential for any long-term 
progress. 

The counter argument is that attempts 
to pursue such a policy will rapidly lead 
to a renewed outburst of inflation—if not 
balance of payments problems, thanks to 
North Sea oil--and this argument is 
admittedly a powerful one on the his¬ 
torical evidence. But this reinforces the 
opinion that it w'ould he of great benefit 
if an incomes policy could be achieved 
which will resolve the ambiguities inherent 
in the approach adopted over the last few 
years. Much depends, too, upon the con¬ 
tinued pursuit of a monetary policy of the 
kind which has contributed so much to 
the improvement in the financial sector 
witnessed over the past fifteen months. 

Belief in the efficacy of the now highly 
fashionable approach to such a policy has 
undoubtedly increased more rapidly than 
has recent experience in handling the 
techniques involved. Despite this caveat 
few would contest the statement, again 
recently made by the Governor of the 
Bank of England, that a basic requirement 
is “an overt public expression of... a 
need for . . . caution and some assurance 
that action will be triggered if the need 
for it arises”. 


would end the obligation to agree mone¬ 
tary targets with the Fund, but the practi- 
cal consequences would be minimal, since 
the government is already committed to 
strict controls over the money supply, the 
public sector borrowing requirement and 
domestic credit expansion, Jf the govern¬ 
ment decides to continue the standby 
until the end of the year, there can be no 
doubt that the targets for monetary 
growth and public borrowing announced 
by the Chancellor in his budget will |>e 
acceptable to the Fund. 

The bulk of the discussions between 
the Treasury and IMF officials will be a 
general review of Btitain’s economic pros¬ 
pects and policies, with special reference 


Hastening slowly 

Frank Broadway 
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to areas which particulariy coacem the 
Fund, such as exchange rate policy, in- 
flatiooary prospects and trends in over, 
seas trade. 

By far the most volatile of these are^ 
is Britain’s overseas trade, tvfaidi so far 
this year has swung erratically from large 
deficit to surplus in alternate months. 
April produced a record current account 
surplus of $336 million, following a defi¬ 
cit of $170 million in March. The ‘swing’ 
of over $500 million between the two 
months is only partly explained by 
changes in trade in such erratic items as 
diamonds, ships, aircraft and North Sea 
oil installations. It seems probable that 
British industry restocked heavily with 
raw materials and semi-manufactures in 
March, possibly fearing further depre. 
:iation of sterling and then cut buying to 
i minimum in April. 

Statisticians are naturally cautious 
ibout deducing underlying trends from 
he volatile figures, but the general im- 
iression is that the volume of British 
txports is moving up very slowly, if 
trratic items are excluded and imports 
ire rising faster. This is not a reason for 
evising official forecasts of a $750 million 
urrent account surplus this year, since 
he “oil balance”, which was $761 million 
.1 deficit during the first four months, is 
xpected to improve strongly from 
jmmer onwards as North Sea produc. 
on increases. 

sterling fluctuations 

Fluctuations in the sterling exchange 
tte obviously influence both current 
»ount and inflationary prospects. The 
ank of England does not show its hand 
' speculators by announcing an exchange 
te policy, but the reserve figures for 
pril suggest there was a large-scale 
tervention to halt the fairly rapid slide 
the value of the pound. The inference 
that the government would like to see 
e exchange rate stabilised at around 
current level, whidi gives a reasonable 
! mpromise between the inflationary 
'ects of undervaluation and the export 
■ tlflculties of overvaluation. 

Providing the current account does not 
. >w any sustained, unexpected deteriora- 
|o, downward pressures on the exchange 


rate iiioutd not be particularly strong, 
thoo||i some “hot” money which came 
to Ba^n last autumn will doubtless 
conti^ to flow out. 

Th^oreign exchanges will, however, 
be ndi^'usly watching the money supply 
figures. Revised estimate from the Bank 
of England show that growth in sterling 
M3 in the 1977-78 financial year was 
higher than had previously been thought. 
The rise was 16^ per cent, compared 
with the government’s preferred upper 
limit' of ,l3 per. cent. Biomestic credit 
expansiou, however, appelars to be well 
within the government’s target range. 

a waiting gama 

The Chancellor’s 8 to 12 per cent 
limits for sterling M3 growth in the 
, current financial year are perfectly realis ■ 
tic, but month-by-month progress may 
be something of a cliffhanger. A lot 
depends on the willingness of non-bank 
institutions to buy government stock to 
fund the borrowing requirement. The 
institutions tend to play a waiting game, 
holding off buying when interest rates 
are going up and rushing to buy if a fall 
in rates seems to be imminent. Since 
interest rates in Britain are following in¬ 
ternational trends and rising, the next few 
months may be an anxious time for sales. 

Money market apprehensions are, of 
course, based on anxieties about the 
future course of inflation. The short-term 
prospects arc excellent. The year-on.year 
rise in retail prices has now fallen to 
7.9 per cent and should decline further 
during the next few months.. 

Longer-term prospects are inevitebly 
more uncertain. This year’s fall in ster¬ 
ling and EEC farm price increases will 
only have a modest effect on prices. 
Earnings increases are a much more im¬ 
portant imponderable. Since the third. 
year of voluntary wage restraint began 
last August, earnings have increased by 
7.4 per cent, suggesting an increase of 
around 14 per cent over a full year. 

This is a reasonably saUsfactory out- 
come for a voluntary incomes pblicy 
during a period of relatively high inflation, 
but the Chancellor will wish to see a 
much lower rate of increase from next 


Augit8t*o^waieda. The trade ualont are 
unlikely to agree to any strict limit en 
wage Increases, but the government WiU 
still have coasideraMe influence on fibe 
jevel of earnings increases, botii in its i<ole 
as a Very large employw' and thrauifli ’tta 
success in bringing down the inflation 
rate. 

During the last fi»w months earnings ip 
Britain have been rising slightly faster 
than retail prices for the first time since 
1975. This, of course, gives a regl im. 
provmentin living standards, Which will 
be boosted by cuts in personal taxation 
announced last October and in the April 
budget. Overall, the Treasury estimates 
that real disposable incomes will rise by 
about seven per cent in the year to mid- 
1978. 

Hopes for economic growth at an 
annual rate of about three per cent are, of 
course, based on expectations that this 
increased spending power will lead to 
higher consumption, thus triggering off 
higher industrial production. There is 
evidence in the recent retail sales and 
industrial production statistics to suggest 
that this process is already somewhat 
hesitantly under way. 
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WINDOW ON THE WORLD 


Iittprovement expected for 

Australia this year 


r/)f coming AustrlaliMn budget Is expected to be slightly more 
expansionary than this year's, states the author writing. In 
International Finance Issued by the economics group of the Chase 
Manhattan Bank for the benefit oflts^ customers and correspondent banks^ 
It Is his opinion that Inflation rates may not drop much further, given 
the structure of the labour market 


After A languid economic performance 
in 1977, the outlook for Australia seems 
a bit brighter. Consumer prices were up 
only 1.3 per cent in the first quarter of 
1978, the smallest quarterly increase since 
late .1975, and the unemployment rate 
dropped to 6.3 per cent in March, well be¬ 
low the 7.2 per cent rate in January. Spend¬ 
ing on capital equipment was up 7.7 per 
cent, seasonally adjusted, in the quarter, 
and is now more than 20 per cent above 
the year-earlier level. Housing activity 
has al.so been rising since the beginning 
of the year. Not all the economic data 
are so encouraging, however. Industrial 
output has been uneven, and export 
growth is still weak. 

On balance, real GDP growth of about 
3iper cent is expected for 1978. The 
investment climate in Australia has im¬ 
proved. and plant and equipment invest¬ 
ment can be expected to remain strong 
during the year. With the unemploy¬ 
ment rate down, consumption can also 
be expected to pick up somewhat. And 
although the government is likely to 
stick to austerity as the basis for the new 
budget to be announced at midyear, the 
success in inflation-fighting means that 
calls for easier spending will face a more 
accommodative environment. 

Australia’s real GDP grew only 2,1 per 
cent in 1977, half the 4.2 percent in¬ 
crease in 1976. Almost all sectors of 
the’ economy, suffered. The government 
continued its programme to control infla¬ 
tion, and partly as a response, consump¬ 
tion demand was also weak. Residential 
construction actually fell about seven per 


cent. Capital equipment investment in the 
mining sector showed considerable streng¬ 
th, but machinery and equipment invest¬ 
ment in general showed little growth- Real 
output from farming fell about six per cent. 
In addition, the increase in exports 
amounted to less than one per cent in real 
terms, con^ared with nearly nine per cent 
in 1976. ^ 

poor performanco 

There were a number of reasons for 
this poor performance. First was the 
government's goal to fight inflation through 
restrictive fiscal policy. While government 
purchases of goods and services grew 
faster than private consumption, the rale 
of increase was still well below that of 
1976. The budget introduced in mid-1977 
called for no real growth in expenditures. 
Moreover, world demand for Australia’s 
raw materials was soft, as were prices. 
Uncertainty surrounding the Australian 
dollar early last year was also a constraint 
on growth, since the timing of capital 
inflows frequently revolves more around 
confidence in the currency than around 
the ultimate soundness of the investment. 
Finally, high inflation rates in the first 
three quarters of 1977. kept growth down 
by keeping interest rates high, although 
the ratci did drop later in the year. 

For two years government policy has 
viewed high inflation rales as the chief 
constraint on the Australian economy. 
Policy strategy has centred on reducing 
cost-of-livIng wage increases in order to 
break the price-wage spiral, lowering 
interCsSt rates to stimulate investment, and 


stabilizing the currency to encourage 
capital inflows and mining investment. The 
policy has been quite successful in lower¬ 
ing the inflation rate. With only partial 
indexation of wages in recent quarters, 
the strength of the price-wage spiral has 
indeed weakened. Interest rates have also 
come down. Following the announce¬ 
ment of the small first-quarter CPI in¬ 
crease, yields of certain long-term bonds 
fell below nine per cent, the first such drop 
in several years. And despite gyrations 
in world exchange markets, tiie US dollar/ 
Australian dollar exchange rate has been 
relatively stable. 

Ironically, the very success of the gov¬ 
ernment in reducing inflation has contri¬ 
buted to a budget deficit larger than the 
planned A$ 2.2 billion. Lower inflation 
rates have brought smaller increases in 
tax revenues, and with expendilure.s cons¬ 
tant, the deficit has grown. Although 
there are now calls for a somewhat easier 
policy, the Australian government is stick¬ 
ing with austerity. Smaller wage adjust¬ 
ments are needed along with the lower 
inflation rates before any stimulus can be 
made without risking another outbreak 
of high inflation rates. 

the budget 

The coming budget for FY 1978/79 
(July-June) is expected to be slightly 
more expansionary than this year's, al¬ 
though no major break from the austerity 
strategy is expected. There is also some 
opinion that inflation rates will not drop 
much further, given the structure of the 
labour market. If so, further austerity 
would serve little purpose. Moreover, 
the deficit in the preliminary budget draft 
was quite large, and even with substantial 
cuts, a deficit of abont AS 2.8 bilfton is 
expected. 

Australia’s export growth has been 
quite weak even in nominal terms. Reduc¬ 
ed world demand for raw materials— 
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particularly iron ore and coal—has hurt 
primiary-sector exports, while competitive¬ 
ness of manufacturing exports continues 
to be hurt by relatively high Australian 
wages. In addition, world prices for 
some important agricultural products, 
notably wheat and woo], have combined 
with drought conditions to cut the value 
of agricultural exports. Indeed, exports 
in the first quarter of 1978 were nearly 
unchanged on a seasonally adjusted basis 
from the fourth quarter of last year. The 
outlook calls for some improvement how¬ 
ever. Growth in Japan, Australia's major 
market should, improve from last year, 
although high Japanese inventories will 
still constrain Australian shipments. The 
drought and low prices will continue to 
hurt grain export receipts, but high meat 
prices arc expected to be an offset. On 
balance, exports for the year are expected 
to rise 7.8 per cent to A«$ 12.8 billion. 

lagging growth 

Import growth was also relatively weak 
last year, but rose some IJ per cent in the 
first quarter of 1978 from the fourth quar¬ 
ter. For the year as a whole, imports arc 
expected to rise 7.3 per cent lo AS 11.8 
billion. While such strong growth hurts 
the balance-of-paymenls situation, the 
recent increase in imports stemmed main¬ 
ly from rising import prices rather than 
a greater number of goods imported. Ex¬ 
port prices, in contrast, have risen only 
modestly, although they can be expected 
to improve somewhat during the rest of 
the year and thus partially offset the im¬ 
pact of higher import prices. Australia's 
trade surplus is expected to reach about 
A$ I billion this year—a slight improve¬ 
ment from last year's A$ 881 million 
surplus. However, a rise in net outflows 
I on the services account is expected to 
worsen the current account deficit to about 
AS 2.4 billion. 

' Australia's external ^ sector continues 
to be beset by two important structural 
•problems. The first is the restricted ^ ‘ 
•nature of world agricultural trade. Aus- * | 
krlian protests of agricullurai quota.s in the 
.EEC countries and elsewhere have become - [ 
increasingly vocal, but have not brought ^ | 
significant relaxations, and the outlook ^ [ 

is for little success in the near future. In i; 
Addition, Australia has a number of 

i ■ ' ■ 
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indinlries at boim. 'ihat are calling for 
profjjtction. Some have already obtained 
relief from southeast Asian imports. 
Thei^ issues put Australian trade policy 
in a bind, because the government cannot 
easily make free access for southeast 
Asian goods a quid pro quo for easing 
restrictions,on Australian products in the 
EEC. 

Capital flows during the last few quar¬ 
ters have been affected most strongly by 
government borrowing. The Australian 
government began this strategy last fall, 
when it became clear that the devalution 
in late 1976 would not improve the trade 
account, and that the only way to defend 
its reserve position was lo borrow. The 
government is sticking to this strategy and 
has reiterated its willingness to borrow, 
if necessary, to defend reserves until 
private capital starts flowing in. There 
now seem.s to be increased confidence 
among foreigners, both because the 
exchange rate has been quite stable dur¬ 
ing a turbulent period, and because the 
government's austerity strategy is show¬ 
ing solid results. Still, inflows related to 
mining projects will depend much more 
on world demand than on any domestic 
policies. 

Over the longer term, the Australian 
economy faces two important constraints 
on growth. The first is chronic high 
unemployment. As in many industrial 
countries, the labour force has been grow¬ 
ing faster than in previous years, with 
more women seeking employment. Indeed, 
the unemployment rate has not been 
below four per cent for more than three 


year scompared with an average of almost 
li percent in the 1960s. 

High levels of unemployment reduce thi 
potential output of the economy. During 
the short run they imply a need for 
income support for the unemployed to 
maintain aggregate demand* In addition, 
high unemployment rates create continu¬ 
ed demands for protectionist trade poli¬ 
cies, conflicting with Australia's ne^ to 
reduce trade barriers abroad. 

The second vital issue facing Australia 
is how to encourage development in the 
industrial sectors with the highest growth 
potential. Although mining is the 
most promising growth sector, it is de¬ 
pendent on fluctuations in world markets, 
and thus the government is also interested 
in stimulating industries related to 
mining—such as machinery and trans¬ 
portation equipment. 

To stimulate investment, the govern¬ 
ment favours a shift of income shares 
toward profits. It has taken various 
measures to adjust the tax burden on 
corporations and has encouraged wage 
restraint through partial indexation to 
price rises rather than onc-for-onc increa¬ 
ses. By increasing the return on capital, 
these measures should help stimulate 
investment over the long run. Of course, 
in the short run, a shift toward profits 
lowers income to individuals, thus reduc¬ 
ing consumption demand, as well as tax 
revenues. There is clearly no easy solu¬ 
tion lo the income-shares problem and no 
matter how the trade-off is made, it will 
continue lo be a constraint on Australian 
growth for some time to come. 
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It is Indeed a great re- 

lief that Mr Charan Singh has at last 
^ot himself discharged from the All 
^ndia Institute of Medical Sciences. The 
hospital staff, in particular, has every 
reason to be thankful. Even a single 
VIP patient is always much more trouble 
than a ward-full of lesser mortals. The 
Home minister ehtered the AlIMS on 
the 24th April and he left it on the 9th 
I June. Thus he has been in the hospital 
for about 45 days. This seems to be 
rather an unusally long period of hos¬ 
pitalisation since the report was that he 
had suffered a mild heart ailment and 
' he was treated in the intensive care unit 
for not more than a couple of days. The 
rest of the time was spent in a suite in 
one of the private wards and during this 
period he was receiving visitors sclective- 
1 ly. How much of the time he spent in 
the hospital was justified on strictly medi¬ 
cal grounds is a question worth asking. 
In similar medical circumstances, a pati¬ 
ent is discharged usually within a week. 

One may, of course, want to stay in a 
hospital as an inpatient for longer than 
js warranted on medical grounds for any 
one or more of several reasons. It is a 
notorious fact that indigent or even rela- 
■ lively poor inpatients in public hospitals 
resist being discharged as cured, because 
they are getting regular or better food 
and other creature comforts free and 
gratis. Again there are habitual malinger¬ 
ers just as there arc chronic hypochon¬ 
driacs who have professional or neurotic 
reasons for not wanting to leave a hos¬ 
pital once they arc in. There is also a 
class of paying and pampered invalids 
which is reluctant to let go such delights 
as sponge baths by more or less young 
and more or less pretty nurses. The hos¬ 
pital bed could also be a refuge for some 
people from office problems, domestic 
troubles or other personal worries. Final¬ 
ly, being an inpatient and under “doctor’s 


orders” gives a person excuses for avoid¬ 
ing company which he finds desirable to 
avoid. In other words, hospitals may 
have more uses than are dreamt of in the 
simple philosophy of a Hippoentes. 

The Defence ministry 

has been in the market for a deep-penetra* 
tion fighter aircraft for some time now. 
Britain, France and Sweden are all inter¬ 
ested in bagging the order. The British 
government is reported to have displayed 
a certain impatience with the delay on the 
part of New Delhi making up its mind. 
But, then, it is surely unreasonable to 
expect such deals to be put through with¬ 
out a certain length of time being spent 
on technical delegations, purchase missions 
and the like. These essential activities 
cannot be dispensed with, if only because 
this may not be to the advantage of a lot 
of people of varying degrees of impor¬ 
tance or influence. For instance, a team 
of about 30 officers of Hindustan Aero¬ 
nautics Ltd is reported to have spent about 
a month abroad, evaluating the aircraft 
under consideration. The government of 
India has reportedly incurred an expendi¬ 
ture of over Rs 11 lakhs on this parti¬ 
cular exercise. This of course does not 
mean that the team was getting or paying 
all the bills itself. Normally, in such 
situations, a lot of hospitality is offered or 
received, without being put down in the 
books of either the would-be sellers or 
their prospective customers. 

Mr Morarji Desai has a 

debating style which owes nothing to any 
treatise or text book on Logic. He was 
asked in Brussels by an Indian participant 
in an informal get-together whether the 
government of India was justified in 
imposing restrictions on the consumption 
of liquor by foreign tourists or other for¬ 
eigners during their visit to or stay in India. 
A proper answer to this question could 
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be that, where there are such restrictions, 
they are only in terms of the elective 
enforcement of a prohibition policy meant 
primarily for Indians. The prime minis¬ 
ter, however, chose his own line of 
counter-attack. He asked the questioner 
whether the government of Belgium would 
allow him to consume opium if he wanted 
to. Could the implication be that the 
drug habit is to the pattern of Indian life 
and culture what the consumption of 
alcoholic drinks is (o the pattern of life 
or culture in other countries ? 

Incidentally, many foreign countries 
do make rules about drinking, but those 
rules are sensible per sc. For instance, 
in several European counlries, severe 
penalties are imposed on those who arc 
found to be behind the wheels of auto¬ 
mobiles after having consumed liquor, 
however moderately. In fact, in the 
German Democratic Republic, a host may 
attract legal penalties if he serves liquor 
a guest who may be driving an automo¬ 
bile after the party. Such restrictions on 
drinking could and ought to be brought into 
force in this country in the interest of road 
safety and independently of a policy of 
prohibition. 


The meteoric rise in 

the official hierarchy of Mr R. C. 
Mehtani, who, starting his life as a clerk, 
became the special assistant to Mr Bans! 
Lai, when the latter was Defence minister, 
attracted a lot of sarcastic comment when 
Mr Mehtani appeared before the Shah 
Commission. Mr J. C. Shah wondered how 
it was possible for anybody to ensure such 
a rapid promotion without special quali¬ 
fications. Mr Shah. I am afraid, is very 
poorly informed in these matters. There 
is the classic case of the late V. P. Menon 
who rose from the humble beginning of 
a third division clerk. A couple of for¬ 
mer deputy governors of the Reserve 
Bank were assistants in the Finance 
ministry to start with. Then there was 
Mr M. O. Mathai and currently there 
is Mr Hasmukh Shah. It is not always the 
case that everyone, who has made a success 
of himself, should be wearing his merits'on 
his sleeves. However, where one’s personal 
fortunes are suspect of a large political 
content, inquisi¬ 
tiveness may per¬ 
haps be justified. 
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TRADE 

WINDS 


Inilia BMs at IMF 
Gold Aocdoa 

India made a non-competi¬ 
tive bid in the IMF gold auc¬ 
tion held last week. Ihe 
other developing countries that 
arc reported to have bid in 
the auction are Mexico, Nepal 
Tanzania and Kenya. 

This followed the option 
given by IMF to develoving 
countries, entitled to receive 
directly a share of the profits 
of gold sales to submit non¬ 
competitive bids. Thirtyninc 
developing countries had indi¬ 
cated that they wished to re¬ 
serve their right to exercise the 
operation, according to IMF. 
Details of the latest auction 
are awaited. 

The non-competitive bids 
are to be made at the average 
price for each auction and the 
allotment to such bidders is in 
addition to the quantity sold 
to competitive bidders. 

The five developing count¬ 
ries arc believed to have bought 
925,200 ounces of gold at 
$183.09 an ounce. This is the 
first IMF auction in which 
developing countries were 
allowed to submit non-com¬ 
petitive bids. 

Some months before the last 
budget announced the new 
gold policy, involving gold 
imports as well as auctions of 
government gold, the authori¬ 
ties exercised the option to 
receive in the form of gold, 
oun share of the profits from 
IMF gold auctions. 

Though we had already re¬ 
ceived $37 millionsas our share 


of the profits of IMF gold auc¬ 
tions held till end March 1978, 
this did not take away our 
right to receive our entire share 
in the form of gold, by enter¬ 
ing non-competitive bids in 
any of the auctions to be held 
till the IMF’s four-year pro¬ 
gramme of auctions ends in 
1980. We of course have to 
pay for the gold in SDRs (Spe¬ 
cial Drawing Rights) or US 
dollars at Ihe average price of 
gold sold at the auction. 

Our share of IMF gold, 
which wc can acquire through 
non-competitive bids comes to 
8,00,450 troy ounces, which is 
valued at about Rs 130 crores 
at current international prices. 

RBI Allows Joint 
Bids for Gold 

Under a change in the terms 
and conditions of the fourth 
gold auction held on June 14, 
the Reserve Bank has accepted 
joint bids from small licensed 
dealers or certified goldsmiths. 
The bid limits for such bids 
in which not more than five 
dealers can join will continue to 
be a minimum of 500 gm and 
a maximum of 2.500 gm, as 
in the case of others. 

In the fourth auction even 
certified goldsmiths all over 
the country were enabled to 
participate in bids and obtain 
their requirements. 

Hitherto only licensed gold 
dealers, who number about 
10,000 in different parts of 
India, were allowed to parti¬ 
cipate in gold auctions. With 
the facility extended to certi¬ 
fied goldsmiths also, as many 


as 1,80,000 certified goldsmiths 
all over the country, Were 
entitled to participate in the 
ructions. 

There arc in all about seven 
lakh self-employed goldsmiths 
spread throughout India, but 
over five lakh of them are 
still out of the auction prog¬ 
ramme, since they are not 
certified. 

With the scope of the fourth 
auction considerably broad- 
based more bidders are 
expected to have participated 
and the quantity of gold awar¬ 
ded may be considerably more 
than the 12,04,400 grammes, 
valued at about Rs 7.67 crorcs, 
sold to 598 successful bidders 
in the third auction held on 
May 31 last. 

In the first three auctions, 
RBI has sold about 320 kg of 
gold of the aggregate value of 
over Rs 20 crores. 

Banking Policy 

The need for a Banking 
Policy Resolution giving a 
broad framework of well- 
defined areas and the role and 
functions of banks in econo- 
mic development was em¬ 
phasised by Mr P. F. Gutta, 
chairman, Indian Banks’ 
association in his statement 
read out in absentia at the 
Association’s thirty-first an¬ 
nual general meeting in Bom¬ 
bay recentty. 

The change in interest rates, 
the cheap money policy and 
the eroding profitability of 
banks came in for critical 
review in Mr Gutta’s state¬ 
ment. 

Mr Gutta stated that the 
downward revision of interest 
rates in respect of deposits 
and certain categories of ad¬ 
vances. started in mid-i977, 
was completed by cnd-March 
1978. It seemed to him that 
deposit accretion may tend to 
slacken in the coming yeais. 
In an under-developed econo¬ 


my, such as ours, Mr 
Gutta said interest rate play¬ 
ed a positive role in the aug¬ 
mentation of the resources. 

The recent reduction in the 
interest on advances, with the 
ceiling lowered from 16.5 
per cent to 15 per cent and 
further adjustments down the 
line, Mr Gutta siad, was de¬ 
signed to reduce the cost of^ 
working capital and thereby 
the manufacturing cost of 
industrial production. He how¬ 
ever, felt that since interest 
burden had only a marginal 
impact on the cost of produc¬ 
tion the aim might have bettenf 
been achieved by slight ad¬ 
justments in excise duties. 

Pressures of Costs 

The total impact of the 
changes in the interest rate 
structure, Mr Gutia added, 
would certainly be felt in 
banks' profitability, notwith¬ 
standing the welcome decision 
of the government to withdraw 
the ‘interest-tax’- In recent^ 
years the pressures of costs on 
the profitability of banking 
operations had been mounting 
inexorably. While the lower 
advances rates had already 
afiected income, the benefit 
of lower deposits rates would 
accrue onlv after the matu¬ 
rity of the existing long term 
deposits. ^ 

Mr Gutta stated that growth 
and profitability should not 
be confleting objectives. 
Banks would have to give ur¬ 
gent attention to cost econ- 
nomies. There was substan¬ 
tial scope in this area through 
changes in systems and pro¬ 
cedures and better managed 
ment of controllable items 

Referring to industrial sick¬ 
ness, the chairman said 
that it had been defined in 
different ways, through differ^ 
ent symptoms, like under 
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utilisation of capacity, accu¬ 
mulation of receivables, lack 
of cash flow, cash losses, and 
o on. But sickness also 
implied the lack of dynamism 
so necessary for the growth 
of the economy. He suggest¬ 
ed that IBA should under¬ 
take a comprehensive study 
on how or where the banks* 
monitoring systems have fail¬ 
ed and how they can be 
streamlined. 

Turning to the new indust¬ 
rial policy Mr Gutta stated 
that the banking system would 
have to associate itself active- 
p Jy in improving the quality of 
life in the rural areas. While 
banks would primarily provide 
credit for bankable prog¬ 
rammes, they would have to 
seek management and organi¬ 
sational support of other 
voluntary associations and 
business houses in securing for 
the rural population basic 
amenities like drinking water, 
public health services or 
community welfare activities. 

Rs 4.000 cr. Loss duo 
to Power Shortage 

Mr S. K. BirJa, president, 
Indian Chamber of Commerce, 
said in Calcutta the other day 
that the country was incurring 
a loss of Rs 4,000 crores in 
industrial pr« eduction every 
year because of acute power 
crisis. 

He said that the govern¬ 
ment was also losing annually 
a sum of Rs 1,000 crores 
which would have accrued as 
revenue from the excise, sales 
and similar other taxes from 
the industries throughout the 
country. 

Mr Birla urged the govern¬ 
ment to give a clear cut direc¬ 
tion to the industry in regard 
to doubling the production in 
industrial units. He said basi¬ 
cally the economy was now 
poised for growth. 

The various steps taken by 


the government in recent times 
were very much in the right 
direction and the demand for 
industrial products would go 
up. The biggest problems 
that the industry was facing 
was finance and power. He 
said procedural delays were 
standing in the way of imple¬ 
menting collaboration and 
other programmes and in some 
cases, papers trickled in even 
after two years of application. 
He hoped the authorities 
would give a close took at 
removing these controls and 
procedural delays. 

Mr Birla said high taxation 
was standing in the way of the 
growth of industries. The capi¬ 
tal market had become very 
dry and it required revival. 

Bombay Port 
Congostion 

The congestion at, the 
Bombay port has been 
critical with over 80 steamers 
waiting for berths. The aver¬ 
age waiting period for ships is 
estimated between 30 and 35 
days. 

Shipping circles arc pessi¬ 
mistic about any early im¬ 
provement In port conditions, 
the numerous meetings bet¬ 
ween port officials, the Ship^ 
ping ministry and dock labour 
leaders notwithstanding. The 
Shipping minister, Mr Chand 
Ram met dock labemr leaders 
last week and urged .them 
to make elTorts to increase the 
work output at the port so 
that the cargo could be cleared 
faster. 

Conditions at the port start¬ 
ed deteriorating when pilots of 
the Port Trust resorted to 
work-to-rule agitation earlier 
in the year in support of their 
demand for beiier working 
conditions and pay. The 
situaUon took a turn for the 
worse when dock workers 
started a go-slow on the 
grounds that the management 


had unilaterally altered the 
datum lines (work norms). 

The go-slow has since been 
withdrawn but shipowners 
allege that unofficially it 
is still on as the cargo work is 
going oh very slowly. 

Assuming an average loss of 
R& 30,000 per day owing to 
delays, the total loss per ship 
for the average waiting period 
of about 30 days works out 
to Rs 9 lakhs. 

Two conferences have al¬ 
ready slapped a congestion 
swcharge of IS per cent on 
Bombay port. 

According to Mr S.R. Kul- 
karni, president of the All- 
India Port and Dock Workers 
Federation, Bombay is incapa¬ 
ble of handling the volume of 
traffic as it does not have the 
requisite facilities. Ho also 
blames the total lack of cordi- 
nation between the various 
agencies and the authorities 
for the present serious conges¬ 
tion. 

He has suggested a 21-point 
plan for improving conditions 
at the port. Among these 
suggestions are liberalising the 
piece-rate system for the cate¬ 
gories of workers still not 
covered under the scheme and 
augmenting the strength of 
pilots and berthing masters to 
enable the movement of ships 
round-the-clock. 

SaleaUf Steel 
Price Raised 

A sharp increase in the pri¬ 
ces of different categories of 
saleable steel was announced 
recently by the Joint Plant 
Committee (JPC), 

An official announcement 
said the price revisions were 
made to meet the esalation in 
costs in the past five years and 
to ensure a reasonable return 
to the plants. 

The official release claimed 
that, compared to the stock- 
yard prices, the present uniform 


set of prices did not rej^reseili 
any significant increase. 

For example, the stockyard 
price for billets and RC 
squares on June 4 was Rs 1,707 
per tonne while the revised 
price is Rs 1,730 per tonne. 
The prices of bars, rods in 
coils and straight-lengths 
ranged from Rs 1,920 to 
Rs 2«317 per tonne on June 4 
as against the revised price of 
Rs 2,050 to Rs 2,172 per 
tonne. 

The JPC prices include an 
element of Rs 45 per tonne 
towards meeting the increase 
in freight. The Freight Equali¬ 
sation Fund operated by the 
JPC had run into a heavy 
deficit. If due allowance was 
made for this factor^ it would 
be seen that the price increases 
were on the whole marginal 
and insignificant, the release 
said. 

To provide some assistance 
to the State Small Industries 
Corporation, they would be 
able to buy steel at conces¬ 
sional rates to be announced 
shortly. 

Bharat Heavy 
Elactricals 

An all-time high record out¬ 
put of Rs 120 crores had been 
achieved during 1977-78 by 
the BHEL's Heavy Electrical 
Equipment Plant at Ranipur 
near Hardwar. Tills is against 
the budgeted target of Rs 106 
crores. This also marks an 
increase by about 20 per cent 
over the output for the year 
1976-77. 

Six thermal sets having total 
capacity of 1260 MW and nine 
hydro .sets of total capacity of 
534 MW were manufactured 
during the year. The thermal 
sets manufactured are for 
supply to t hcrmal power 
stations located at Nasik 
(Maharashtra), Tuticorin 
(Tamil Nadu), Vijayawada 
(Andhra Prade.sh), Kolaghat 
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(West Bengal) and Bhusawal 
(Mabanshtra). The hydro 
sets manufactured during the 
|,year will be installed at 
hydro power stations located 
at Srisailam (Andhra 
Pradesh), Salal (J&K), Lower 
Lagyap (Sikkim) and Shanan 
(Punjab). 

The plant is also fast gear¬ 
ing up for manufacture of 
large size turbo sets beyond 
210 MW upto and including 
100 MW. These sets will be 
manufactured under technical 
collaboration with KWU, 
West Germany. 

' lOBi Assistance to 
Backward Regions 

The IDBI operations reach¬ 
ed new heights during the 
fiscal year 1977-78 (April- 
March). There was a substan¬ 
tial increase in assistance to 
projects in backward regions 
and to projects in the priority 
sectors. The assistance sanc¬ 
tioned during 1977-78 (ex¬ 
cluding guarantees) aggregated 
Rs 826.6 crores, a rise of 
Rs 173.6 crores (26 6 per 
cent) on top of an increase of 
Rs 300.4 crores in the preced¬ 
ing year. The assistance utilis¬ 
ed at Rs 429.4 crores record¬ 
ed an increa.se of Rs 58.0 
crores (15.6 per cent) during 
the year under review. 

The sanctions under direct 
assistance schemes to backward 
districts increased from Rs 29 
crores in 1975-76 to Rs 136 
crores in 1976-77 and further 
to Rs 242 crores in 1977-78, 
while the assistance to back¬ 
ward districts under refinance 
scheme increased from Rs 64 
crores to Rs 102 crores during 
this period. The sanctions to 
small-scale sector under re¬ 
finance scheme went up from 
Rs 92 crores to Rs 161 crores 
in 1977-78; the share of small- 
spaie units in total refinanep^ 
assistance was around two- 


thirds in amount and over 90 
per cent in number. The direct 
assistance to priority sector 
industries increased by more 
than 100 per cent from Rs 135 
crores in 1976-77 to Rs 288 
crores in 1977-78. 

MSFC Package for 
Sick Units 

To assist the ailing units 
the Maharashtra State 
Financial Corporation has 
decided to make a package of 
concessions in an endeavour to 
nurse the genuinely sick units 
back to health. 

The package includes rc- 
schedulement of recoveries 
beyond the normal period of 
ten years; original rate of 
interest to be retained for the 
duration of the contractual 
period in deserving cases; 
interest in arrears may be 
alloweil to be paid over a 
fairly long period in deserving 
cases depending on cash 
generating capacity of the 
unit and repa>ment obligations 
to other institutions. 

Jn deserving cases, MSFC 
may consider additional loans 
for balancing equipment, 
diversification or modernisa¬ 
tion of machinery to assist 
speedy rehabilitation of sick 
units. 

IDA Credit for Dairy 
Dovalopmont 

A national dairy develop¬ 
ment project to increase our 
milk production and rural in- 
comes through cooperatives 
covering about 3.5 million 
subsistence farmers will be 
assisted by a credit of US 
$150 million from the Interna¬ 
tional Development Associa¬ 
tion (IDA), an affiliate of the 
World Bank. The European 
Economic Community (EEC) 
is also donating surplus skim 
milk powder and butter oil 


to be used by this country in 
assisting to finance the project. 

At full development, the 
US $364 million project will 
help to improve the incomes 
and living standards of some 
20 million people who have 
average annual per capita in¬ 
comes of about US $50. The 
project will help to increase 
milk production by about 5 
million hires a day, leading to 
an increase in annual farm 
income of US $230 million. It 
will increase the income of 
some 4.7 million people. 

The new IDA credit of US 
$ 150 million will help to in¬ 
crease milk production in 
20,000 villages in selected 
milk shed areas of the coun- 
try. The project, which will be 
implemented over seven years, 
consists of the establishment 
of some 20,000 cooperative 
societies grouped into coope- 
rative dairy unions and milk 
marketing federations; cons¬ 
truction of dairy processing 
facilities with a total addl. 
lional capacity of 5 million 
litres per day. 

The project is part of our 
efforts to meet the growing 
demand for milk. The project 
represents the first phase of 
the plan to develop about 
33,000 dairy cooperatives and 
their related unions and fede. 
rations in selected milkshcds. 
The market includes the four 
major cities—Bombay, Delhi, 
Calcutta and Madras in addi¬ 
tion to 150 smaller urban 
centres and rural towns. 

Regional Conference 
of Businessmen 

7 he Federation of Inlian 
Chambers of Commerce & 
Industry, in collaboration with 
the City Chambers of Com¬ 
merce, Madras, will be hold¬ 
ing a ^^Southern Regional 
Conference of Businessmen’' 
on July 7 and 8, 1978 at 
Hotel Taj Coromandel, 


Madras. Mr Pravinchandra 
Gandhi, president. Federation 
of Indian Chambers of Com¬ 
merce Sc In Juscry and other 
leading industrialists and 
businessmen will participate 
in the conference which will 
discuss development of the 
southern region with special 
reference to rural improvement 
by business enterprises, growth 
of tiny and small-scale indus¬ 
try, energy position, trade 
problems and social welfare 
including training and place¬ 
ment of disabled persons. 

Employmant Plan 

I he draft sixth five-year 
Plan (1979-83) would prepare 
the groundwork fqr complete 
elimination of unemployment 
and underemployment in the 
country within 10 years, the 
deputy chairman of Planning 
Commission. Dr D.T. 
Lakdawala, said while 
inaugurating the all-India 
seminar on *'Economic demo, 
cracy and plan perspectives'* 
at Hyderabad. The draft Plan 
envisagescreaiionof 49 million 
man-years of work by 1983. 
The seminar was organised, 
by the Institute of Labour, 
Law and Management. An 
estimated additional labour 
force of 30 million will be 
employed, besides clearing the 
present backlog of unemploy, 
cd, he said. 

Outlining the Plan objectives 
aimed at achieving some 
measure of economic justice. 
Dr Lakdawala said, the idea 
was to make an appreciable 
impact on persons living 
below the poverty lino, 
estimated at half (he total 
population, within the decade. 
He said the total unemployed 
persons in the country were 
estimated at 21 million. 

If the plan were success¬ 
ful, Dr Lakdawala said, it 
would help in increasing the 
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wage rate and make the 
enforcement of minimum 
wages legislation easier. 

On the new approach to be 
given to plannings Or 
Lakdawaia said the block- 
level planning was aimed at 
rectifying imbalances in the 
growth of different regions. 
The present plan liberalises 
provisions for area develop¬ 
ment. It might also be possible 
to formulate plans for develop¬ 
ment of special backward 
areas on the lines of tribal 
sub-plans. 

Import'Export Policy 
Changod 

The government has decided 
to review the policy of im¬ 
prest advance licences to ex¬ 
porters having no export 
orders in hand. 

New items of import will be 
added to the list of raw mate¬ 
rials and components eligible 
for duty exemption after ex¬ 
amination of various sugges¬ 
tions. 

At a meeting the Commerce 
minister, Mr Mohan Dharia, 
had recently with chairmen of 
export promotion councils 
and commodity boards, seve¬ 
ral changes in the new import- 
export policy based on recom¬ 
mendations of the Shahancy 
committee which was appoint¬ 
ed to go into the difficulties 
of some industries affected by 
import liberation, were also 
announced. 

Mr Dharia announced that 
import of equipment and ins¬ 
truments required by the gems 
and jewellery industry having 
no indigenous angle would be 
placed on open general licence 
(OGL). 

Import of waste wool would 
be permitted against exports 
ofshoody blankets and gar¬ 
ments made from blanketing 
cloth. 

Export of turmeric powder 


and cuminseed powder in con¬ 
sumer packs would be allow¬ 
ed. Relaxation would be made 
to export AHeppey turmeric 
splits and bulbs up to 150 
tonnes. 

The export promotion coun¬ 
cils had been asked to make 
suggestions on the recom¬ 
mendations of the Shahaney 
Committee. 

Mr Dharia said the export 
growth rate was slowing down 
mainly due to the protectionist 
tendency of certain developed 
countries and fall in the value 
of the dollar, in which most 
of the country’s export con- 
racts were entered. There was 
also a deliberate decision by 
the government to restrict ex¬ 
ports of a number of essential 
items of mass consumption. 

He said it should be realised 
that the growth rate of seven 
per cent for export mentioned 
in the plan document meant 
growth at constant prices, 

Disposal of Smuggled 
Goods 

The Finance ministry has 
revised the procedure for dis¬ 
posal of smuggled goods held 
by government and instruc¬ 
tions have been issued to the 
Customs Department to 
resume disposal of confiscated 
smuggled goods on the basis 
of the new policy. Disposal of 
smuggled goods seized had 
been suspended since August 
1977 pending the drawing up 
of a new procedure. 

Under the revised proce¬ 
dure, disposal of goods to 
military and para-military 
Canteens or consumer coopera¬ 
tives has been discontinued- 
Syqthetic textiles are to be re¬ 
exported out of India. Liquor 
is to be sold to India. Tourism 
Development Corporation 
(ITDC) against import quotas 
and watches to be handed 
over to Hindustan Machine 


Tools (HMD disposal.. 
Electronic goods like calcufa* 
tors and tape-recorders are to 
be supplied to government 
departments and to educa¬ 
tional and research institu¬ 
tions and universities. TV sets 
are to be sold to hospitals. 
Rough and uncut diamonds 
are to be sold by auction or 
tender to import licence 
holders against debit to their 
licences while cut and polished 
diamonds are to be sold for 
export only. 

The procedure for disposal 
of metallic and radiant yarn 
i.s yet to be decided. 

Rail Passenger 
Traffic Up 

Rail passenger traffic has 
been steadily increasing over 
the years. According to the 
latest figures, over 3,300 mil¬ 
lion passengers travelled on 
the trains run by the rail¬ 
ways during 1976-77. This all- 
time high figure of 3,300 
million was 12 per cent more 
than in 1975-76. The increase 
in passenger traffic during 
1976-77 was more significant 
in non-suburban travel. It 
increased by 14.7 per cent as 
against 9.9 per cent increase 
in suburban travel. Passenger 
kilometres of suburban traffic 
increased by 12.8 per cent. 

The average annual rate of 
growth reckoned from 1950-51 
was 6.04 per cent in the 
number of passengers and 5-63 
per cent in terms of passenger 
kilometres. 

Suburban as well as long 
distance mail and express 
traffic has shown a much 
faster rate of increase than the 
ovtf-all average. This has 
been caused by a larger in¬ 
crease both in the number of 
passengers and passenger 
kilometres. The pace of the 
growth of short-distance non¬ 
suburban ordinary train pas¬ 


sengers has been less than 
kverage. 

The number of passengers 
has increased by more than** 
2.S times and passenger kilo¬ 
metres have more than doubl¬ 
ed as compared to the figures 
of 1950-31. 

Jute Import Canaliseil 

The central government has 
decided to canalise the import 
of raw jute through the Jute 
Corporation of India. 

This step has been taken to 
ensure a steady supply of 
the fibre to the industry 
and also to enable the cor-, 
poration to continue its 
business operations on a 
viable basis. Wiih raw jute in 
short supply in the interna¬ 
tional market, prices are rul- 
ling high. It is felt that the 
financial position of the in¬ 
dustry being unhappy, mills 
are not in a position to import 
raw jute at the ruling prices. 

As there is expected to be a 
big shortfall in the supply of 
raw jute during the next three 
months there will be need to 
import the fibre. 

The total mill consumption 
up to May this year was over 
60 lakh bales. During June, 
another six lakh bales would 
have been consumed to main¬ 
tain the production at the 
current level. This is expected 
to leave just 1.5 lakh bales 
for July as carryover against 
six lakh bales last year. 

Prospects of the jute crop in 
the coming season beginning 
from August are rated very 
bright. An unofficial estimate 
of jute crop next season is 
75 lakh bales against the cur¬ 
rent year’s yield of 68 lakh 
bales. 

In view of the bumper crop, 
the corporation has been ask¬ 
ed to undertake procurement 
operations in a big way in the 
next season. It is being al¬ 
lowed commercial buying on 
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a largo scde so that it is able 
to earn some profits to make 
rood its accumulated losses. 

lirgest CtmMit Plant 
in UP 

A 5000- tonne a day cement 
plant is being set up at Dalla, 
by the UP State Cement 
Corporation. The plant will 
H have two raw milts, two kilns 
and eight cement mills with 
associated auxiliaries ^nd con¬ 
veying equipment. To facili¬ 
tate optimum production, all 
the raw materials, kilns and 
cement mills will be freely 
^associated with each other so 
that any raw mill can feed any 
kiln which in turn can feed 
any of the cement mills. 

The complete interlocking 
and monitoring of the approxi¬ 
mately 1200 drives involved, 
will be done using the Siemens 
SIMATIC Cl static switching 
system. This system employs 
integrated circuits of the SZL 
system which has high noise 
immunity and surge proof 
^logic. Also all outputs are 
short circuit proof. 

Siemens are supplying simi- 
Jar SIMATIC Cl panels for 
three other cement plants for 
Cement Corporation of India 
as well as one for the Tamil 
Nadu State Cement Corpora¬ 
tion and for the Maihar 
Cement Plant, MP. 

*GIIC Phenol Project 

The foreign technical col¬ 
laboration proposals for the 
phenol project of Gujarat 
Industrial Investment Corpo¬ 
ration have been cleared by the 
central government. The pro¬ 
ject with a capacity of 10,000 
fonnes per annum will be 
based on toluene as raw 
material to be made available 
by Indian Petro Chemicals 
Corporation Limited after 
extraction from its C 7 stream. 

The dearance now accord- 
ed would allow import of 


foreign tehnical know-how 
from M/s Stamicarbon Bv.— 
a subsidiary of DSM, a Dutch 
government undertaking-- 
as well as for obtaining basic 
engineering and other techni¬ 
cal facilities from Krebs & 
Cic, SA, Paris. 

The project cost is estimat¬ 
ed at Rs 14 crores out of 
which investment in plant and 
equipment—both imported 
and indigenous—would be 
around Rs 7.25 crores. The 
project docs not involve any 
import of raw materials ex¬ 
cept some quantities of cata¬ 
lysts. 

Wortd Bank Loan for 
Telecommunication 

The World Bank is providing 
this country a loan of US 
V818.S million out of which 
5120 million arc for the 
improvement of tclecommuiiica- 
tions facilities. Some 60 million 
in small towns and villages will 
have access to telephone 
facilities for the first time 
under the current five year 
Plan; half of this will be 
provided under a seventh 
telecommunications project to 
be supported with the World 
Bank loan. 

With more than two million 
telephones and more than 1.7 
million direct exchange lines, 
India has a comparatively 
large telecommunications net¬ 
work by world standards; yet, 
the quantity and quality of 
telephone and telex service is 
poor compared to many other 
countries. Our telephone 
density of 0.3 (per 100 popula¬ 
tion) is half the average for 
Asia excluding Japan; pros- 
pective telephone subscribers 
must wait many years for 
service; and many rural areas 
are totally without service. 
The Bank-assisted project will 
expand and improve services 
outside large metropolitan 
areas as well as reduce the 


GOVERNMENT OF INDIA 

6 1/4 PER CEST LOAN. 1993 TO BE ISSUED 
ATRS. 100.25 PER CENT AND REPAYABLE 
AT PAR ON 1ST JULY 1993. 

6 1/2 PER CENT LOAN. 2001 TO BE ISSUED 

AT RS. 100.00 PER CENT AND REPAYABLE 
AT PAR ON 1ST JULY 2001. 

6 3/4 PER CENT LOAN 2006 (SECOND ISSUE) 

TO BE ISSUED AT RS 100-00 PER CENT 
AND REPAYABLE AT PAR ON 15TU MAY 2006. 

Subscription to the above loans will be received simultaneously and will 
be limited to a total of Rs 400 crores (approximately). Subscriptions may 
be in the form of (i) cash/cheque or (ii) Securities of the 4 3/4 per cent Loan, 
1978 which will be accepted for conversion. Government reserve the right 
to retain subscriptions upto ten per cent in ex<'css of the notified amount. 

2. If the total subscriptions received for the loans exceed the notified 
figure plus the amount of ten per cent retainable as aforesaid, partial 
allotment will be made in respect of the cash subscriptions recc:ived and the 
balance refunded in cash as soon as possible. Interest on (he securities of 
4 3/4 per cent Loan, 1978 will be paid at the rate of 4 3/4 per cent per annum 
upto and inclusive of 30th June 1978 at the time of issue of the new 
securities. 

3. In the case of 6 3/4 per cent Loan, 2006 (Second Lssuc) interest for 
Ihe period 1st July to I4(h November 1978 inclusive will be paid on 15lh 
November 1978 and thereafter interest will be paid half-yearly on 15th 
May and 15th November. Interest on 6 1/4 percent Loan, 1993 and 6 1/2 
per cent Loan 2001 will be paid half-yearly on 1st January and 1st July. 

4. Inierest on all the loans now issued together with interest on other 
previous Government Securities and income from other approved invest¬ 
ments will be exempt from income-tax subject to a limit of Rs. 3,000 per 
annum and subject to other provisions of .Section SOL of th^'Income-tax 
Act, 1961. The value of the investments in the loans now issued together 
with the value of other previous investments specified in .section 5 of 
(he Wealth Tax Act will also be exempt from Ihe Wealth Tax upto 
Rs 1,50.000/-. 

5. Subscription lists for (he new loans will open on the 1st of July 1978 
and dose on 3rd of July 1978 or earlier without notice. 

Applications for the loans will be received at: 

(a) Offices of the Reserve Bank of India at Ahmcdabad. Bangalore, 
Bombay (Fort and Byculla), Calcutta. Hyder.ibad, Jaipur, Kanpur, 
Madras, Nagpur, New Delhi, and Patna; and 

(b) branches of the State Bunk of India at all places in India except 
at (a) above. 

6. Securities will be issued in the form of Promissory Notes or Stock 
Certificates. The advantages of investing in the form of Stock Certificates 
are as under: 

(i) It is safer than a Government Promissory Note as the name of the 
holder is registered in the bocks of the Public Debt Oflice. 

(ii) The Stock Certificate wilt be sent to the applicant direct by regis- 
• tered post by the Public Debt Oflice. 

(iii) The half yearly interest will be remitted to the holder direct by an 
interest warrant drawn at par on any Treasury or State Bank 
branch stipulated by the hiildcr. If the holder so desires, the 
interest will be remitted by Money Order after deducting the com¬ 
mission charges, in respect of Stock Certificate where the net amount 
of interest to be remitted is less than Rs 20 no money order com¬ 
mission will be charged. 

(iv) If the holder wishes to sell his securities he can do so by signing 
the transfer form printed on the buck of the Certificates in the 
manner prescribed therein. 

(v) Government Promissory Notes in exchange for the Stock Certi¬ 
ficate can be obtained by applying to the Public Debt Oflice and dn 
payment of a nominal fee for each new note required. 

7. For any further ctarificulion, please apply to any of the offices 
or branches mentioned in paragraph S. 
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wailing time for high priority 
applicants in the big cities. 

The project consists of 
four subprojects. The three 
other subprojects arc concern¬ 
ed with upgrading and 
modernizing the production 
facilities of the three major 
government-owned telecom¬ 
munications equipment manu¬ 
facturers : Ind ian Telephone 
Industries Ltd (ITL). Hindus¬ 
tan Cables Ltd (HCL) and 
Hindustan Teleprinters Ltd 
(HTL). These subprojects 
provide replacement machinery 
in the production and tool¬ 
making units and the addition 
of modern testing and 
measuring equipment to 
replace and supplement obso¬ 
lete existing equipment. The 
bank loan has a term of 20 
years, including 3 years of 
grace, with interest at 7.5 per 
cent per annum. 

British Aid for 
Fortiliser Compiex 

The British government is 
allocating £ 26m from aid 
funds to India towards the 
cost of a £I50m nitrogen ferti¬ 
liser complex at Kakinada, 
Andhra Pradesh, it is officially 
announced. This will help 
India to achieve self-sufBcien- 
cy in nitrogen fertiliser pro¬ 
duction. At the centre of the 
complex will be two plants— 
a 900-tonnes-a-day ammonia 
plant and a l,S00-tonnes-a- 
day urea plant. The fertili¬ 
ser will be used mainly to 
increase rice and sugarcane 
production in And lira Pradesh 
farmlands. 

T he government has ap¬ 
proved the award of overall 
responsibilily for ihe scheme 
to the British engineering cont¬ 
racting group Foster Wheeler 
Ltd., of Reading. The scheme 
is being undertaken for Nagar- 
jima Fertilizers & Chemicals 
Ltd., of Hyderabad, in which 
the majority shareholder is 


the Aiidha Pradesh govern- 
in^mt. 

Volvo Goos 
Swodhh-Norwogian 

Volvo, the Swedish auto 
manufacturers and the count¬ 
ry’s largest industrial enter¬ 
prise, is to become a joint 
Swedish-Norwegian company 
under the terms of a prelimina¬ 
ry agreement on industrial 
and energy cooperation bet¬ 
ween Volvo and the Norwe¬ 
gians government. The scheme 
provides for an expansion in 
Volvo’s industrial activities, 
the starting up of technical 
development in Norway, 
and for Swedish involvement 
in oil prospecting on the 
Norwegian continental shelf. 

The new company, to be 
called Volvo (Svenskt-Norskt 
AB), will have two partners: 
the present Volvo sharehol¬ 
ders who through Svenska AB 
Volvo will own 60 per cent 
of the shares, and Norsk 
Volvo A S through which the 
Norwegian state and private 
interests will contribute Sw. 
Kr. 750 million (8160,000,000). 
or 40 per cent of the share 
capital. A finaJ agreement 
will be signed before October 
15, 1978, following approval 
by the Norwegian parliament 
and the Volvo shareholders 
meeting. 

lOBI Aid to Rural 
Sector 

The Industrial Development 
Bank of India has consider¬ 
ably stepped up its assistance 
to projects in the backward 
regions and those in the 
priority sectors. 

As per the break-up of its 
performance during 1977-78, 
sanctions under direct assis¬ 
tance schemes to backward 
districts rose from Rs 29 
croro in 1975-76 to Rs 136 
crore in 1976-77 and Rs 242 
crore in 1977-78, while the 


assistance to backward districts 
under refinance schemes rose 
from Rs 64 crore to Rs 102 
crore. The sanctions to small 
units under the refinance 
scheme went up from Rs 92 
crore to Rs 161 crore. 

The direct assistance to 
priority sector industries rose 
by more than 100 per cent 
from Rs 135 crore in 1976-77 
to Rs 288 crore in 1977-78. 

The IDBI assistance sanc¬ 
tioned during 1977-78 (ex¬ 
cluding guarantees) aggregated 
to Rs 826,6 crore, a rise of 
Rs 173-6 crore (26.6 per cenl) 
on top of an increase of 
Rs 300.4 crore in 1976-77. The 
assistance utilised at Rs 429.4 
crore was an increase of 
Rs 58 crore (15.6 per cent) 
during the year. 

Soft Loans 

Under the normal direct 
assistance scheme, soft loans 
and TDF sanctioned aggregat¬ 
ed to Rs 363.9 crores (236 pro¬ 
jects) compared to Rs 216.6 
crore (190 projects) in 1976-77. 
Soft loan scheme totalled 
Rs 58.8 crore in respect of 72 
projects during 1977-78, rais- 
ing the total sanctions under 
the scheme, since the inception 
of the scheme in Februaiy, 
1977, to Rs 78.9 crore (95 
projects). 

The sanctions under the 
bills discounting scheme at 
Rs 142.9 crore during 1977-78 
were lower by six per cent 
compared with that of the pre¬ 
vious year. The decline was 
because of the lower sanctions 
to public sector undertakings 
such as the slate electricity 
boards and the state road 
transport corporations. 

Export finance schemes rose 
from Rs 37.3 crore in 1976-77 
to Rs 45.9 crore in 1977-78. 
IDBI sanctioned four foreign 
lines of credit totalling 
Rs 29-9 crore to institutions 


in Korea (Rs S.4 crore)^ 
Mauritius (Rs 5 crore), Kenya 
(Rs 2 crore), Viet Nam 
(Rs 17.5 crore) and Rs 3.4^ 
crore under the overseas 
buyers* credit to Indonesia. 

Names in tht News 

The managing committee 
of the Indian Banks* Associa¬ 
tion has elected the following j 
office bearers. They will hold 
office until the next Annual 
General Meeting of the Asso- 
ciation. Chairman.* Mr P. F. 
Gutta (Central Bank of India); 
Deputy Chairmen; Mr P.C D. 
Nambiar (State Bank ofl 
India); Mr K. Warner 
(Grindlays Bank Ltd.); Mr 
R. C. Shah (Bank of Baroda). 

Mr C. S. S. Rao, formerly 
Managing Director, Bharat 
Heavy Plate and Vessel Ltd, 
has taken over as Chairman, 
Indian Telephone Industries 
Ltd in place of Mr I.K. Gupta 
who has retired. 

Mr Bazle Karim has been 
appointed Additional Secre- ^ 
tary & Director-General ot the 
Bureau of Public Enterprises 
in the ministry of Finance. 
Mr Karim joined the Bureau 
of Public Enterprises as Advi¬ 
ser (Production) and held 
administrative charge of the 
Bureau from 1975 to 1977. 
Recently, he was elected as 
Chairman of the Committee 
to draw up the constitution of 
the International Centre for 
Public Enterprises in Develop¬ 
ing Countries established in 
Ljubljana in Yugoslavia. 

Mr James Raj was elected 
as chairman of the board of 
directors of ICICI in place of 
Mr H.T. Parekh. Mr James Raj^ 
who has been associated with 
ICICI over a long period, has 
been the vice-chairman of the 
board. Mr S. S. Mehta, the 
managing director of ICICLJ 
was elected vice-chairman oP 
the board. 
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Bank of India on Top 

Tafi DEPOSITS of the Bank of 
India increased by Rs 299 
crores, i.e. by 16.2 per cent, 
during the year ended Decern* 
ber 1977 to reach Rs 1642 
crores, thus putting the bank 
on top of the list of 14 natio¬ 
nalised banks. The bank has 
been selected for national 
award for outstanding perfor¬ 
mance in export promotion 
during 1976-77. The total 
loans and advances of the 
bank increased by Rs 105 
crores (II per cent) during 
the year. Investment went up 
by Rs 53 crores from Rs 390 
crores to Rs 443 crores. The 
total working funds increased 
by Rs 299 crores or 16.5 
per cent. At the end of the 
year the working funds stood 
at Rs 2115 crores. The total 
income of the bank went up by 
Rs 19.48 crores and the expen¬ 
diture increased by Rs 19.45 
crores. The balance of profit 
for the year stood at Rs 3.28 
crores, which is Rs 3 JakliS 
more than in 1976. 

The bank decided to trans¬ 
fer Rs 1.20 crores from profit 
and loss to reserves and has 
transferred Rs 5.95 crores 
from reserves to the paid-up 
capital thereby augmenting the 
paid-up capita] to Rs 10 crores 
which is the largest for any 
^ public sector bank. 

Branch Network 

The bank’s branch network 
in India increased by 88 to 
I 1123 at the end of 1977. Rural 
and semi-urban branches ac¬ 
count for 63.2 per cent of the 


total branches as against 61.7 
percent at the end of 1976. 

It has been strengthening 
the capital base by increas. 
ing the paid-up capital as 
well as the reserves in con¬ 
formity with the increase in 
deposits. 

Bank of India continued to 
maintain its prominent posi¬ 
tion in the field of export 
credit which stood at Rs 113 
crores at the end of the year. 
The bank accounts for over 10 
per cent of the total export 
credit of the banking system. 
During the year under refer¬ 
ence the bank opened four 
overseas ofiices and in the 
current year proposes to open 
four more offices abroad. 

The bank increased its lend¬ 
ing to priority sectors from 
Rs 218.05 crores to Rs 242.47 
crores, and the ratio of credit 
to priority sectors to total 
advances went up from 25.0 
per cent to 26.7 per cent. 
About 67 per cent of the in¬ 
cremental credit during 1977 
went to priority sectors. A 
big push is proposed to be 
given during the current year 
and the advances to priority 
sectors arc projected to reach 
30 per cent of total advances. 

Syndicate Bank 

The total income earned by 
tlie Syndicate Bank has incre¬ 
ased to Rs 78.72 crores during 
the year ended December 31, 
1977 as against Rs 69.08 crores 
during 1976. The total expen¬ 
diture during 1977 was 
Rs 76.80crores against Rs67.25 
crores during 1976. Net profits 
rose to Rs 1.92 crores during 


the year under review from 
Rs 1.83 crores in 1976. Accord¬ 
ing to the directors of the bank 
the margin between the cost 
of funds and the revenue 
from lending was getting 
narrowed down while expendi¬ 
ture was showing a rising 
trend. This inroad into the 
profit was the general trend 
with the banks. 

The total deposits of Syndi¬ 
cate Bank stood at Rs 845 
crores at the end of 1977 
against Rs 691 crores at the 
end of the previous year. As 
against an average rate of 
deposit accretion of 18 per 
cent for the banking industry 
in the country during the year. 
Syndicate Bank’s deposit 
growth was 22 per cent. Rural 
branches numbering 384 have 
contributed Rs 94.93 crores to 
the total deposits. 

Agricultural Advances 

The bank, according to its 
directors has renewed and 
revitalised its differential rates 
of interest scheme, the small 
farmers’ window and the small 
scale industries development 
programmes to subserve the 
weaker sections of the society. 
Being a pioneer in the field, 
total agricultural advances of 
the bank had increased to 
Rs 77.51 crores at the end of 
1977 as against Rs 67.61 crores 
during the previous year. The 
bank’s advances to the small- 
scale industres have increased 
from Rs 62.37 crores at the 
end of 1976 to Rs 74.38 crores 
at the end of 1977. Under the 
lead bank scheme, Syndicate 
Bank has the responsibility of 
18 districts. It has assumed 
the responsibility of one more 
district, that of Ghaziabad. 
and has started the survey of 
this district. 

Syndicate Bank has consi- 
derably expanded its foreign 
business during 1977. The 
bank has nurtured a few gar¬ 


ment exporters who account 
for a sizable share of the 
total garment exports of the 
country. The bank has a 
fairly large share of financing 
of leather products. It is esti¬ 
mated that the exports financed 
by the bank account for Rs 230 
crores. 

During the year 1977, the 
bank had opened 93 branches 
as against 72 during 1976. Its 
rural branches constitute 41 
per cent of its total branches. 
Out of the 93 branches opened 
in 1977, 52 branches were 
located in unbanked rural 
centres. The bank earned two 
awards during the year for 
promoting rural development 
activities. 

Bihar Alloy Stools 

The production of alloy, tool 
and special steel ingots/con¬ 
tinuous cast blooms of Bihar 
Alloy Steels Ltd during the 
year ended December 31, 
1977, aggregated to 31,580 
tonnes against 19,477 ton¬ 
nes in 1976. The output 
and despatches of finished 
alloy, tool and special steels 
were 24,473 tonnes and 23,876 
tonnes against 12,211 tonnes 
and 11,454 tonnes respectively 
during the previous year. The 
company has been manufactur¬ 
ing a large number of sophis¬ 
ticated grades of alloy, tool 
and special steels. Sales dur¬ 
ing the year (less returns, 
claims, discounts etc) amount¬ 
ed to Rs 15.20 crores against 
Rs 6.05 crores during the year 
1976. The directors report 
that the working for the year 
has resulted in a small cash 
profit of Rs 5.69 lakhs 
against a cash loss of Rs 2.47 
crores in the previous year. 

After adjusting this from the 
sum of Rs 2.12 crores provided 
for depreciation on straight- 
line method and Rs 2.10 lakhs 
for preliminary and share 
issue expenses written off, the 
directors have carried over a 
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nel deficit of Rs 2.09 crorcs to 
the balance sheet. It has not 
ihcrefore been possible for the 
directors to make provision of 
arrears of development rebate 
and investment allowance 
reserves aggregating to Rs 5.23 
crores and also for the invest¬ 
ment allowance reserve for 
the year amounting to Rs 2.15 
lakhs. Out of the additional 
term loans aggregating four 
crores of rupees proposed to 
be raised, a sum of Rs 2.85 
crores was disbursed to the 
company. The balance loan 
amount of Rs 1.15 crores was 
expected to be disbursed to 
the company early. With 
improvement in the market 
conditions and increased avail¬ 
ability of working capital, the 
directors arc hopeful of 
achieving better results during 
the current year. 

Tube Investments 

The overall performance of 
Tube Investments of India Ltd 
in 1977 was better than that of 
the previous year. The major 
factor contributing to this 
improvement, according to its 
chairman, Mr A.M.M. Aruna- 
chalam, was the performance 
of the tubes unit. 

The bicycle unit had made 

losses once again in 1977, 

though lower than previous 
two years, due to the unfortu¬ 
nate incidents at the bicycle 
factory on January 11, 1978 
culminating in the suspension 
of operations of that factory. 

During the last two years, 
the management's plans and 
efforts, according to the chair¬ 
man, had begun to yield 

results and had been accepted 
and appreciated by the custo¬ 
mers, the trade and the sup¬ 
pliers. It looked as if the 

time bad come for the com¬ 
pany to turn the corner in 
terms of pushing up sales of 
this quality product both in 
the domestic and. the inter¬ 


national maricots. 

The layout of the unit which 
was designed for implementing 
the ^integrated operations' 
licensed 25 years ago, the 
chairman states, needed to 
be redesigned with a view 
to improving the utilisation of 
plant and equipment without 
unduly casting a burden on 
the workmen. That the relay- 
out of this plant should not 
have received the cooperation 
of the workmen was the most 
unfortunate part of the tale of 
Tier. 

In spite of the odds, the 
chairman states, the manage¬ 
ment of TICl had worked out 
a turn-round strategy and were 
in the process of implcmeniing 
it successfully when militant 
labour elements precipitated a 
showdown and frustrated the 
pursuance of the good work 
already undertaken. 

The chairman states that (he 
company did not want to close 
down a unit just for the sake 
of doing so. 

The directors, Mr Aruna- 
chalam states, have referred, 
in their report, to a fresh issue 
of equity capital to be utilised 
for the expansion of the com¬ 
pany's existing production 
facilities. 

Finance for Expansion 

The equity issue which might 
be brought out in early 1979 
the chairman states, would be 
utilised to finance this expan¬ 
sion. 

The company has with the 
help of the Indian Institute of 
Technology, designed a proto¬ 
type bullock cart made of 
tubes and metal sections. The 
advantages of this cart, in ad¬ 
dition to the considerably 
longer life that it will have, 
are the higher payload it can 
carry and the incorporation of 
features that reduce the load 
on the bullock. 

The working results of the 


cottJparty Were reported im 
Eastern Economist of June 2> 
1978. 

Kothari (Madras) 

The pretax profits faftcr 
depreciation) of Kothari (Mad¬ 
ras) Ltd for the seven months 
ended January 31, 1978 has 
been Rs 82 lakhs against 
Rs 1.33 crores for the whole 
year ended June 30, 1977. 
The company forecasts a 
pretax profit of Rs 2.05 
crores for the year ending June 
30, 1978 and a net profit of 
Rs 1.35 crores. A review of 
the company during the seven 
months ending with January 
1978 indicates that the realisa¬ 
tion in tea has averaged 
Rs 13.79 per kg as against 
Rs 12.02 per kg during the cor¬ 
responding period last year. It 
expects the sales realisation 
to be maintained at this level 
for the year ending June 30, 
1978. The coffee earnings also 
have gone up. 

A significant improvement 
was registered in the opera¬ 
tions of the textile division. 
Against a loss of Rs 48 lakhs 
during the seven months end¬ 
ing with January 1977, this 
division had made a pre-tax 
profit of Rs 10 lakhs in the 
same period this year, which 
means an overall improve¬ 
ment in the profitability. 
Market prices were encourag¬ 
ing. Nonetheless this break¬ 
through in profitability was 
effected because of the newly 
instituted inventory control, 
other financial management 
measures, and due to lower 
cotton cost thanks to the cash 
purchase system introduced in 
Juno 1977. The modernisa¬ 
tion that the division had been 
carrying out for years has 
also started yielding results. 

The production of fertilizers 
during the seven months end¬ 
ing with January 1978 was 
20,000 tonnes of superphos- 
ptmtes and 7000 tonnes of sul- 


huric acid. Tite govemttelyt 
ad given a subsidy (^Rs 200 
per tonne on superphosphate. 
During the seven months of^ 
operation, this division had 
earned a profit of Rs 12 lakhs 
and the overall profit for the 
year is estimated at Rs 25 
lakhs. 

Goetie (India) 

Ooetze (India) Limited, till ^ 
recently a subsidiary of Escorts 
Limited, has offered equity 
shares worth Rs 150-40 lakhs 
(including a premium of Rs 2 
per share of Rs 10) which will 
open for public subscription ^ 
on June 26, 1978. The issue is 
jointly promoted by Escorts 
Limited and Goetzewerkc 
Friedrich Goetze AG of West 
Germany, its former colla¬ 
borators, who remain its tech¬ 
nical associates and financial 
partners. Announcing this at a 
press conference, Mr H. P. 
Nanda, chairman. Escorts 
Limited and managing direc¬ 
tor, Goetze (India) Limited 
said the issue was intended to ^ 
partially finance the cost of 
the company’s expansion pro¬ 
ject at Yelahanka, Bangalore. 

Goetze (India) Limited was 
set up in 1954 for the manu¬ 
facture of piston rings and 
cylinder liners. The manufac¬ 
turing plant set up at Bahadur- 
garh, Patiala, in 1957 with a 
licensed capacity of 12 million t 
piston rings is already produc 
ing 13 million piston rings. 

The new plant at Yelahanka, 
Bangalore, with a licensed 
capacity of 10 million piston 
rings per annum is expected to 
help meet the increasing de¬ 
mand for the company’s pro- 
. ducts. Mr Nanda said that^ 
the new plant at Bangalore 
will manufacture, besides the 
existing range, highly specia¬ 
lised piston rings employing 
sophisticated technology, f 
The Yelahanka plant is rapidly 
approaching completion and 
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eOSOBMlKlBd 
piWliMli^ fai April 1978. 
ilst^ «f ra^ide. The^Ject 
if ^pected to be commissiened 
Milyial979. 

Tbe 8iro» totfl income of 
ibe company bad increased 
Flnmi Rs 120.21 lal^ in 1968 
(o Rs 363.10 &khs in 1977. 
Doting the san^ period, the 
ptofit before tax had increased 
hipim. Rl 46.63 lakhs to 
Rs 90.28 lakhs. The com* 
pany had maintained a divi* 
dend of 20 per cent during 
the last decade, except in 1974, 
a^hen it had to be limited to 
IS percent due to statutory 
restrictions. Between the years 
1966 and 1977, the company 
had announced three bonus 
issues resulting in a capital 
appreciation of nearly 
times. 

The total cost of project is 
estimated at nine crore of ru. 
pees. This is proposed to be 
inanced from rupee and foreign 
currency loans. The company 
is now offering to the pub¬ 
lic for subscription 12,53,328 
equity shares of Rs 10 each at 


4'.2p,i060'flqtiBy sharM of Rs 10 
each at par in August. 1977, 
have ehpmi a. satisflunory im¬ 
provement. Eton though the 
sales have gone up by 2.4 per 
cent, there has been marked 
improvement in profitability. 
The profit before tax has gone 
up 13.2 pm-cent. 

The board of directors re¬ 
commend a dividend of 10 per 
cent (subject to deduction of 
tax) on the increased capital. 
The new shares allotted in 
October 1977 will rank for 
pro rata dividend on the 
amount paid up and for the 
period thereon. 

The company maintained its 
position as the leading sup¬ 
plier of ash handling plants 
to thermal power stations. It 
is envisaged that about 47 
thermal power stations will be 
setup in the country within 
the next five years and this 
will ensure a continuous and 
increasing demand for the 
company’s ash handling 
equipftent. 

The sales of automotive 


cBrtch assemblies recorded a 
siawble growth and exports 
of clutch assemblies were made 
to Singapore, the USA and the 
Netherlands. 

IlMi company’s new plant at 
Nhstk is fast nearing comple. 
tion. Plant and machinery 
are in the process of being 
installed and the company 
expects to commence trial 
production in July th>s year. 
Commercial production would 
follow in October. 

Refractory Specialities 

Refractory Specialities 
(India) is entering the capital 
market on June 19 with 3.70 
lakhs equity shares of Rs 10 
each for cash at par in order to 
raise a part of finance re¬ 
quired for setting up a plant 
in Bihar. 

The company was incorpo¬ 
rated on June 6, 1974 as a 
public limited company ii, 
Uttar Pradesh. Now the 
company changed its register¬ 
ed Ofliee from UP to Bihar. 


Theocunpany was prMnot- 
ed by Haryana Refractories 
Private Limited, The promo¬ 
ters are experienced in the 
refractories business as they are 
closely connected with running 
and supervising of refractory 
maonfacturing units in Bihar, 
Haryana and Rajasthan and 
having also organised a sales 
network to promote these 
products. 

The company has entered 
into technical collaboration 
with North American Refrac¬ 
tories a division of Eltra Cor¬ 
poration of the United States, 
Cleveland, Ohio. The colla¬ 
borator is one of the leading 
manufacturers in the world 
of high alumina briejes and 
monolithic specialities and 
possesses sophisticated tech¬ 
nology in the manaufacture 
of refractories. 

The plant and machinery 
required for the manufacture 
of the company’s products 
consist of special clay machin¬ 
es which are readily avail¬ 
able in the country. The com- 


a premium of Rs 2 per share. 
The issue is fully underwritten. 

The subscription list will 
open on Monday, June 26, 
1978. 

Mahinilra Spicar 

, The income of Mahindra 
Spicer Limited has increased 
to Rs 5.91 crores during the 
year ended January 1978, as 
against Rs 3.78 crores during 
1976 (upto end January 1977). 
Gross profit comes to Rs 46.01 
lakhs against Rs 42.45 lakhs 
in the previous year. After 
provision for depreciation at 
Ri 8.14 lakhs and setting 
iqnit Rs 25.25 lakhs for taxa¬ 
tion nn.d Rs 70,000 as invest¬ 
ment aillowanoe reserve, the* 
proposed dividend will absorb 
Els 5.90 lakhs. 

I-. The results of the compmiy, 
llditdh made a public issue of 
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pany has also received an 
import licence for Rs 21.10 
lakhs for the import of plant 
and material required* 

The total cost of the pro¬ 
ject is estimated at Rs 190 
lakhs. It proposes to finance 
the project through share 
capital of Rs 70 lakhs and 
term loans Rs 120 lakhs. 

Refractories industry pro¬ 
vides the basic materials re¬ 
quired by steel plants and 
in -aluminium, cement, ferti¬ 
liser and petrochemical indus¬ 
tries. The company propos¬ 
es to manufacture sophisticat¬ 
ed type of refractories to 
meet the present gap in de¬ 
mand for and supply of these 
products. 

National Rayon 

The National Rayon Cor- 
pWation has fared better 
during 1977. Gross sales have 
risen from Rs 44.83 crore in 
1976 to Rs 49.42 crorcs in 
1977. Net sales after excise 
duty have increased from 
Rs 35.68 crorcs to Rs 40,41 
crorcs. The working has 
resulted in a gross profit of 
Rs 141.52 lakhs in 1977 against 
the loss of Rs 48.34 lakhs in 
the previous year. Various 
steps were 4aken by the mana¬ 
gement for improving »he com¬ 
pany's operations after the 
appointment of eight govern¬ 
ment directors in July 1977. 

After providing Rs 130.39 
lakhs (Rs 130.12 lakhs) for 
depreciation. Rs 278 20 lakhs 
(nil) for doubtful debts and 
advances, Rs 50 lakhs (nil) for 
contingencies, there is a net 
loss of Rs 317.07 lakhs against 
the net loss of Rs 178.46 lakhs 
in the previous year. After 
transferring Rs 15.50 lakhs 
(Rs 28,000) to investment 
allowance reserve and writing 
off Rs 26,598 (Rs 48,491) of 
rights issue expenses there is 
a debit balance of Rs 332.84 
l^hsfRs 179.22 lakhs). After 


some write bac^^ a sum of 
Rs 308.63 lakhi <Rs 179,07 
lakhs) has adjusted 

against >the gcnejjil reserve. 

As a result of leverat irregu- 
hu-ties committed in the mana¬ 
gement of the company's 
affairs during the period prior 
to the appointment of (he 
government directors, the direc¬ 
tors had to make a provision 
of Rs 278.20 lakhs for doubt.. 
fuJ items of book debts and 
loans and advances. 

The .second phase of the 
nylon plant installation, which 
had been suspended during 

1976 was taken up in 1977 
following the clearance of 
assistance by financial institu¬ 
tions. A major part of the 
plant for manufacturing nylon 
tyrecord and making it into 
fabric has been installed and 
the first lines of cord-making 
and fabric-making facilities 
were commissioned in March 
1978. 

Production of rayon textile 
yarn totalled 9,468 tonnes in 

1977 against 9,681 tonnes in 
1976 and that of rayon tyre- 
cord 4,865 tonnes against 
4,500 tonnes. Commercial 
trials of super 11 tyrecord yarn 
were taken up towards the end 
of 1977 by modifying the spin- 
ing machines departmentally. 
Production of nylon yarn was 
570 tonnes against 477 tonnes 
in 1976. 

Herdillia Chemicals 

Herdillia Chemicals is look¬ 
ing forward to another good 
year of performance. It has 
maintained its progress in the 
current year and the prelimi¬ 
nary results for the first five 
months of 1978 are encourag¬ 
ing. The management hopes 
that the company’s operations 
will be in line with its expecta¬ 
tions for the full year. The 
import policy announced in 
April, 1978 appears to provide 
reasonable ptotecti|j| for the 


IMpdiicts being manufisettned 
by the company, and the pre¬ 
vious constraints in achieving 
higher production . levels 
bmuse of excessive imports 
W'il,no longer come in the 
way of the company's progress. 
It is felt. The company’s appii. 
cation for doubling the capa¬ 
city of its phthalic anhydride 
plant is being considered by 
the government. 

With the recognition of its 
research and development 
laboratory by the department 
of Science and Technology, the 
company has been regularly 
investing in routine replace¬ 
ments and modifications in 
its plants, it is considered 
necessary to review technolo¬ 
gical improvements and moder¬ 
nise its facilities so as to con¬ 
serve energy and achieve higher 
levels of efficiency. Detailed 
technical assessments have 
been initiated for the purpose. 

Stewarts & Lloyds 

Stewarts and Lloyds of 
India Ltd, will pay 16 per cent 
for 1977 the same as that 
paid for the previous year. 
The dividend for the year 
is payable on expanded capi¬ 
tal following the issue of 
bonus shares in the proportion 
of one equity share for every 
four such shares held and will 
require Rs 16 lakhs against 
Rs 12.80 lakhs. 

Sales during the year were 
Rs 8.06 crorcs against Rs 6.74 
crorcs in 1976. The working 
results fbr the year showed a 
net profit of Rs 26.63 lakhs 
against Rs 24.27 lakhs in the 
previous year aftm* providing 
Rs 8.16 lakhs (Re 9.31 lakhs) 
for depreciation and Rs 39 
lakhs (Rs 33.10 lakhs) for 
taxation. 

Despite difficult market 
conditions the profit dur¬ 
ing 1977 was a record one. 
The new lines of production, 
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* aoeordiiig. to the., dhafamap, 
hmte proved to be umfU ads^ 
tioos to the aotiviim. ’ Iblit 
permission has also been 
granted for dlversifiestion. io 
theweasof specialised pipe- 
fittings. 

The British Steel Corpora¬ 
tion International has agreed 
that the reduction in non-reri-j 
dent holding be achmved by’ 
British Steel Corporation 
International Ltd’s subsidiary 
Stewarts and Lloyds (Overseas) 
Ltd. by making an offer of 
sale of two lakh equity shares 
of Rs 10 each to the existing. 
Indian shareholdos in theratw 
of one for every two shares 
held and in pursuance of this 
decision an application to tto 
Reserve Bank for its permis¬ 
sion has been made. Sharply 
rising prices of steel, would out 
the company’s margin and 1978 
would, therefore, be a difficult 
year, although it was hoped 
that the company would hold 
its own. 

Amar Dye-Chem * 

Amar Dye-Chem has achie- 
ved net sales (including ex¬ 
ports) of Rs 9.25 crores in the 
first five months of the current 
year against Rs 10.39 crores 
in the same period of 1977. 
The chairman, Mr J.H. Doshi, 
told the annual meeting in 
Bombay recently that totals 
sales for 1978 were expected 
to be maintained at the 1977 
level Exports in the first 
five months of the current year 
were lower than those in the 
corresponding period of the 
preceding year mainly due tp^ 
the recession in the textile in-< 
dustiy in the internation^ 
markets. The price cutting, 
resorted to by other exporters, 
particularly those in the small- 
. scale sector, affected the com-d 
pany*s performance on tfaj 
export front. | 

The company hopes to cond 
plete the projects such as aerd 

Sim 16,197$ 



ito fflw 

type dyes, cyantdc 

^jeride asjnre)} as the various 
Rcpansions to the existing 
plaatx at Shafaad neat Bombay 
daring this year and otibera 
by hiid-1979/ In view of 
the non-availability of land 
at the present plant site, the 
future expansiou programmes 
||are proposed to be undertaken 
at Vapi (Gujarat) where land 
has b^n acquired. While the 
company will continue to-ex- 
pand the range of dyes, the 
emphasis for future investment 
would be on the manufacture 
intermediates for captive 
consumption as well as for 
sale. 

It has selected a list of inter¬ 
mediates it intends to manu¬ 
facture in the near future 
keeping in view the govern¬ 
ment's policy on reservation 
for the small-scale sector. The 
plant for vat dyes is expected 
to achieve substantial produc¬ 
tion by the end of this year. 

^ The basic intermediate and 
'Its derivatives will also be 
produced at this plant. 

The company has decided to 
collaborate in setting up a 
joint venture to manufacture 
certain dyes in Indonesia 
similar to those which are pre¬ 
sently being exported by it to 
that country. 

iSompany News in 
Brief 

Cawnpore Sugar Works Ltd 

The directors have rccom. 
mended payment of arrears of 
dividend to preference share¬ 
holders for the consecutive 
^cars 1956-57 to-1958-59, whose 
liames were on the register of 
the company on May 26, 1978 
at the rate of eight per cent. 

^Margaret's Hope Tea Co Ltd 

^ Although the company is 
working at a profit its financial 
position is extremely adverse 
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and die directors had under 
Cpni^idefation its amalgamation 
with another tea company. 

Adarsh Chemicals Sc Fertilizers 

The directors have recom¬ 
mended dividends for the year 
1977 at 9.8 per cent on 25,000 
redeemable cumulative prefere¬ 
nce shares of Rs 100 each and 
at Rs 10 per share on 85,834 
equity shares of Rs 100 each. 

The Laxmi Vishnu Textile Mills 

The directors regret (heir 
inability to recommend any 
dividend for 1977 either on 
preference or equity shares. 
Although the company shows 
a marginal cash profit, this was 
converted into a substantial 
Joss because of the bonus 
liability for 1976. The losses 
incurred in 1975, 1976 and 
1977, have caused considerable 
strain on the company’s work¬ 
ing capital. 

Kuoal Engineering Company 

The directors have recom¬ 
mended payment of dividend for 
the year ended March 31, 1978 
(a) at Rs l.fO per share on 
300,000 equity shares of Rs 10 
each, (b) at 0.75 per share on 
600,000 equity shares of Rs 10 
each, Rs 5 per share paid-up. 

Hooghy Docking & Engineering 
Co Ltd 

The company has incurred 
a net loss of Rs 98.39 lakhs 
for the year 1977, This Joss 
along with Rs 5.95 crores 
brought forward from the pre¬ 
vious year has been carried 
forward to the next year. 

Bnroda Rayon Corporation 

The annua] turnover of the 
corporation for the year ended 
December 1977 has been 
Rs 43.54 crores and not 
Rs 33.54 crores as erroneously 
reported in Eastern Economist 
of May 26, 1978 in its review 
of the company on page 1051. 


Earning over 
lls.12 crores 
in foreign 

mcehangefrom 
45 countries. 


Quality handtools by 
Gedore. 

_45 countries around the world demand 
ijSedore handtools from India. 

Ijhat says a lot for Gedore's quality. 

1 Gedore handtools are made by a skilled 
' workforce of 5500 people, who craft 
^each tool to unsurpassed excellence. 

[ And while Gedore's products earn 
1 compliments from customers the world 
1 over, the country earns something very 
\ valuable too: 

Foreign exchange-amounting 



(OEDOREl 

HANDTOOLS 

Qwtor* Tools (Indio) 
Pvt. Ltd. 

CMen Houm. 
61 -B 2 IIMWU Mm, 

NSW CMtii-lt0034. 
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Deposits wiith niA4anking 
companies, 1973^ 



According to a study published In the January 1078 Issue of the Reserve Bank of India 
Bulletin, some 4,236 non-bankfng companies reported deposits and exempted 
borrowings totalling Rs 1,028.6 crores as of March 1974. as against the 2.841 companjes 
which had reported deposits and exempted borrowings totalling to Rs 747 8 crores a 
year before. 


Of THfS amount, deposits 
accounted for Rs 483.7 
crores and exempted borrow¬ 
ings for Rs 544.9 crores. The 
corresponding figures for 
March 1973 were Rs 373.7 
crores and Rs 374.1 crores, 
respectively. The rise of 
Rs 110.0 crores in deposits is 
attributed to the increase in 
the number of reporting com¬ 
panies and partly also to the 
rise in the actual amount of 
dq>osit8 accepted by both non- 
fioancial and financial com¬ 
panies. 

ExempteJ Borrowings 

In the case of exempted 
borrowings, * the rise of 
Rs 170.8 crores was due partly 
to the net increase of 1,086 in 
the number of reporting non- 
financial companies (of which 
557 did not hold deposits but 
only exempted borrowings) and 
of 309 in the number of report¬ 
ing financial companies and 
partly to the increased borrow¬ 
ings resorted to by certain 
others. 

The table alongside com¬ 
pares the number of financial 
and non-financial companies 
and deposits/exempted loans 
accepted by them as at the end 
of March 1974 with those a 
year ago. 

The number of reporting 
non-financial companies went 
by 1,086 to 3,048, total 
exempted borrowings by 
Rs 122.9 crores to Rs 320.9 
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crores and deposits by Rs 84.3 
crores to Rs 403.7 crores, Of 
the increase in deposits, depo¬ 
sits guaranteed by directors 
and shareholders' loans, etc, 
accounted for Rs 19 9 crores 
and the entire balance of 
(Rs 64.4 crores) represented 
the increase in fixed and other 
deposits. 

Rise in Deposits 

Although the number of 
reporting financial compa- 
nies increased by 309 to 1,188 
some 620 companies did not 
report deposits. The deposits 
and exempted borrowings 
reported by financial compa¬ 
nies showed a rise of Rs 2S.7 
crores and 47.9 crores, respec¬ 
tively. The bulk of the increase 
in exempted borrowings was 
accounted for by loan compa. 
nies whose number increased 
by 42 to 25l, while borrowings 
by hire-purchase companies 
declined by Rs 2.1 crores 
despite the increase of 40 in 
their number. Of the increase 
of Rs 25.7 crores ih the total 
deposits of financial companies, 
fixed and other deposits 
increased by Rs 26.0 crores to 
Rs 63.2 crores, while guaran. 
teed deposits, etc., declined by 
Rs0.3crore to Rs 16.8 crores. 
The actual increase in the 
aggregate deposits and exempt¬ 
ed borrowings accepted by the 
difierent types of companies 
during the year 1973-74 as 
compared with the previous 


(Rs 30.7 crores), miscellaneous 
non-banking companies (Rs 23 
crores), investment companies 
(Rs 9.9 crores), miscellaneous 
financial companies (Rs 4.4 
crores) and hire-purchase 
finance companies (Rs 4.0 
crores). 

The number of reporting 
public limited companies rose 
from 1,249 in March 1976 to 
1,736 in March 1974, deposits 
rising by Rs 77.2 crores to 
Rs 377.9 crores and exempted 
borrowings by Rs 133.7 crores 
to Rs 423.9 crores. Thenumber 
of private limited companies 
increased from 1,590 to 2,492, 
deposits increasing by Rs 31.9 
crores to Rs 104.9 crores and 


year was, loan cennpanies exj 
empted borrowings by Rs 33i 
crores to Rs 113.1 crores. a 
The concentration of report 
ing companies and deposits, 
(on the basis of the state ot 
registration of the companies 
and not necessarily on the basis 
of the state of origin 
deposits) continued to be in 
the three states of Maba 
rashtra, West Bengal and Tami^ 
Nadu which together accounted 
for 2,703 (63.8 per cent) 
reporting companies Witli 
aggregate deposits of Rs 339.^ 
crores (70.4 per cent) and 
exempted borrowings ol 
Rs 394.7 crores (72.5 per cent) 
Of these, 1,202 companies with 
aggregate deposits of Rs 451." 
crores were in Maharashtr^ 
The deposits and exempteti 
loans of the remaining 1,53: 
reporting companies (36.2 pei 

(Amount in crores of Rs; 



No. of 
reporting 
companies 

D^osits 

Exempted 

borrowings 

Tota 

Hire-purchase finance companies 




March 1973 

March 1974 

122 

162 

25.8 

31.9 

16.4 

14.3 

42.: 

46.: 

Othar iiMiBcial companies 




March 1973 

757 

28.S 

139.7 

188.: 

March 1974 

1,026 

48.1 

209.7 

257.1 

Non>flnanciil coapanies 




517# 

March 1973 

1,962 

319.4 

198.0 

Much 1974 

3.048 

403.7 

320.9 

724.< 

Total 




i 

March 1973 

March 1974 

2,841 

4,236 

373.7 

483.7 

374.1 

S44.9 

7476 
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mi; fi.6 cTores 

p«r may were spread 
>t^ £te (^er 19 states and 
Ipiba terrltMies. 

"^As afainst the 4S0 govern¬ 
ment eompaaies at work as 
in Match 31, 1974, 20 com- 
[NUiiee {nine non-financial and 


11 onanctai) reported deposits 
and exempted bwrowings of 
Rs ]24v8 crores, representing 
12.2 per cent of the total depo¬ 
sits and exempted borrowings 
of all reporting companies in 
the nott-bunking sector amount¬ 
ing to Rs 1,028.6 crores. 


Concentration or oorrowings 
in tho'non-banking corporate 
^tor continues to be in a few 
iiirie companies. The aggregate 
deposits of companies in this 
sector fmmed only 10.1 per 
cent of the total deposits held 
by sdieduled banks. 


Debits to deposit accounts with scheduled 
commercial banks, 1971-72 & 1974-75 


Rtflecting the speed or rapidity with which bank 
money was used by depositors between 1971-72 and 
1974-7Sk turnover of current deposits rose from 51.6 in 
^ 1971-72 to 52.5 in 1974-75| according to a study prepared 
In the Banking Division of the Economic Department and 
published In the January 1978 Issue of the Reserve 
Bank of India Bulletin. 


Over the period, 1971-72 atifi 
1974-75 turnover of cash credit 
and overdraft limits went up 
from 11.3 to 13.3. The turn¬ 
over of current deposits (work¬ 
ed out by dividing total debits 
to current deposits by the aver¬ 
age of current deposits as on 
the last Friday of each of the 
l|bur quarters in the year) and 
the turnover of credit limits 
together represent in a limited 
sense the transaciions velocity 
which is an Indicator of busi¬ 
ness activity. The transaction 
velocity rose from 22.1 to 23-5 
between 1971-72 and 1974-75, 
indicating an overall rise in 
business activity; the figure 
for 1962-66 Was only 15.7. 
Savings deposits, being mostly 
personal, are not active com¬ 
pared to current deposits. The 
increase in their turnover was 
, of only marginal standing at 
3.0 in 1974-75, compared to 2.7 
in 1971.72 and 2.2 in 1962-66. 

i The increase in accretion to 
%vings and time deposits, 
Inoticed since the upward revi. 
jsion in interest rates in January 
jb971, gained further momen- 
Kam with the further revision 
im savings bank interest rate 
mpm four per cent to five per 
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cent in April 1974 and term 
deposit rate ceiling from 7.25 
per cent to 10 per cent in July 
1974. Current deposits in¬ 
creased by Rs 848 crores oi 74 
per cent and savings deposits 
by Rs 1,332 crores or 89 per 
cent. As between the two, the 
share of current deposits came 
down from 43 per cent to 41 
per cent, while that of savings 
deposits rose from 57 per cent 
to 59 per cent. 

Whereas the bulk of the 
current and savings deposits 
continued to be concentrated 
in the large population centres, 
(heir proportion to total depo¬ 
sits declined over the years, in 
contrast to the increase in the 
share of semi-urban and rural 
centres. This may be attributed 
to the massive branch expan¬ 
sion in areas hitherto unbank, 
cd. About 70 per cent of ihe 
offices opened since bank 
nationalisation were located in 
rural and semi-urban centres. 
Taking the total deposits, the 
share of rural centres went up 
from 7.4 per cent to 8.9 per 
cent and of semi-urban centres 
from 21.0 per cent to 24.2 per 
cent, while that of metropolitan 
centres declined from 48.4 per 


cent to 43.3 per cent. The 
share of urban centres increas¬ 
ed marginally from 23.2 per 
cent to 23.5 per cent. A more 
or less similar trend was notic¬ 
ed in the case of total debits to 
these accounts except that the 
semi-urban centres showed the 
highest rate of increase of 141 
per cent, compared to 113 per 
cent in rural centres, 94 per 
cent in urban centres and 56 
per cent in metropolitan 
centres. 

Savings Deposits 

Savings deposits were quite 
predominant in rural and semi- 
urban centres accounting for 
two.fiflhs of the total savings 
deposits; current deposits in 
such centres accounted for only 
22 per cent of total current 
deposits. A little less than 
one-fifth of total current depo¬ 
sits was owned by government 
and quasi-governments (19^ per 
cent). Most of these deposits 
were held in metropolitan (54 
per cent) and urban centres (26 
per cent). Despite a slight 
decline in their relative share, 
metropolitan centres accounted 
for a little over one-half of 
total debits to current deposits 
and two-thirds of total debits 
to credit limits. The proportion 
of current deposits to total 
deposits and their debits at 
metropolitan centres declined 
between 197 U72 and 1974-75 
from 58.7 per cent to 54.7 per 


cent ana irom 95 . a per cent 10 
50.8 per cent, respectively. On 
ihe other hand, all other popu¬ 
lation groups registered margi¬ 
nal increases. The highest 
share of cash credit and over¬ 
draft accounts was in large 
population centres, the metro¬ 
politan centres accounting for 
59.5 per cent of total limits 
and 66.8 per cent of debits 
thereto in 1974-75 (compared 
to 65.9 per cent and 67.7 per 
cent, respectively in 1971-72). 
The corresponding peicenlagc 
shares in other centres were: 
Urban centres 23.4 and 21.5; 
Semi-urban centres 14.1 and 
9.9; Rural Centres 3.0 and 1.8. 

Wide Disparity 

There was wide disparity in 
the business handled by bank 
offices in rural, urban and 
metropolitan centres. The 
average amount of debits to 
savings account per office in 
metropolitan centres was eight 
times that of an office in rural 
centres; in the case of debits to 
current deposits and cash credit 
and overdrafts limits, it was as 
high as 44 times and 84 times, 
respectively. The foreign banks, 
which operate almost exclu¬ 
sively in metropolitan centres, 
showed the largc:>t average 
amount of debits to current 
deposits and cash credit and 
overdraft limits per office of 
Rs 76.2 crores and Rs 117.4 
crores, respectively, compared 
to Rs 9.6 crores and 5.9 crores 
for the State Bank group and 
Rs 4.8 crores and Rs 2.9 crores 
for the nationalised banks. In 
the case of other scheduled 
commercial banks which cater 
mainly to small and medium 
business and industry and 
whose operations are princi¬ 
pally restricted to semi-urban 
and rural areas, the average 
amount of debits per office 
was Rs 2.4 crores in current 
deposits and Rs 2.1 crores in 
cash credits and overdrafts. 
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Case studies of agriclitural families 
belonging to the iiveafibr sectfoms 

An attempt to throw qualitative light on the 'problem^ 
of agricultural houeoholds belonging to weaker 
section is made in a study prepared by Dr H. B. 

Shivamaggi (until recently Adviseri Economic 
Department) included In ^'Occasional Papers" (Vol. II, 

No. II), published by the Reserve Bank. The study 
covers a drought-prone area village, a tribal village, a 
canal-irrigated paddy growing village and an 
agriculturally prosperous village. The findings of the 
• study are summarised below. 


KECORDS AMD STATtSTl^y 


the ramfsll sa 
ip 13 out of 27 yeaSi 
1950 to 1976 oover^ in 



About 19 per cent of farmers, 
19 per cent of farm workers 
and 73 per cent of rural arti- 
sans owned assets of R$ 2.500 
or less per family. This is the 
hard core of poverty in rural 
India. 

Quite a good deal of innova¬ 
tive efTorl is going on in India 
to achieve the uplift of weaker 
sections among the rural com¬ 
munity. A few case studies on 
small farmers without the 
knowledge of the various 
government efforts would not 
give a true and balanced pic- 
ture about the problem for a 
a vast country like India with 
diverse socio-economic condi. 
tions. This is an uphill task 
and a sustained effort over a 
long period under an overall 
developmoht programme can 
alone make a perceptible dent 
in solving the problem of rural 
poverty. 

Although various program¬ 
mes have helped the small 
farmers in a big way, still one 
cannot say that their problems 
have been solved. While such 
efforts will have to go on, the 
fact remains that fundamen¬ 
tally the small farmer pro¬ 
blem is linked with the pres¬ 
sure of population on land and 
thus may get solved gradually 
along with the overall econo* 
mic development of, the 
country. 

The small farmers arc so 
numerous in India that only 


a multi-pronged programme 
can hope to produce a tangl- 
ble result. In this programme, 
land reforms have to be given 
the first place in the sense 
that the holdings of some of 
the small farmers could be 
enlarged through a lower ceil¬ 
ing on land and redistribution, 
etc. This also helps to convert 
the agriculturalist class into 
a homogenous group having 
the same interests as com¬ 
pared to the conflicting inte- 
rests as of now. 

In the meantime, if the over- 


SouTH-WfST monsoon (June- 
Scplembcr) accounts for about 
74 per cent of the aggregate 
rainfall, followed by post¬ 
monsoon rainfall (October. 
December) accounting for U 
per cent. Indian rainfall is 
variable from place to place, 
month to month and year to 
year. It is restricted to a few 
days in a year in western 
Rajasthan and Kutch and is 
spread over a longer period of 
seven to nine months in some 
areas of Assam and. Kerala. 


all development in the coim- 
try pulls away some popula¬ 
tion from agriculture, as is 
happening in the state of 
Punjab, a favourable climate 
for the upward push of the 
small farmer economy would 
have been created. Along with 
this, the rural credit and ex- 
tension agencies have to give 
preferential treatment to the 
small farmers so that they are 
able to make their agriculture 
viable through the adoption 
of high-yielding varieties. 
This . calls for an extraordi¬ 
nary organisational bias and 
effort which obviously depend 
on political and institutional 
leadership for producing the 
desirable impact. Given this 
leadership, a whole pro- 
gramme to assist the small 
farmers could be envisaged. 


All agricultural crops require 
rainfall in time. Crop failures 
arc more often due to unsea- 
sonal rain rather than due to 
shortage in total rainfall. Even 
in the years of low total rain¬ 
fall. high yields have been 
obtained when the rainfall i? 
timely and well-distributed. 
But well-distributed rainfall 
can be expected only two or 
three times in a decade. 

Taking into account the 
so,uth-west '^and post modsoon 
rainfell. it was observed that 


study. For another. KKyear^ 
period, rainfall during 41^. 
south-west monsoon Wwi, 
satisfactory. In 1965, I966v 
1972 and 1974, there 
large-scale failure of raidl^ 
over large areas in 
country, ■ 

Striking Pattern 

A most striking rainfall pat¬ 
tern that has emerged from 
the analysis that, since 196|||! 
there seems to be a mariked 
deterioration in the receipt of 
rainar in certain divisions of 
western India, especially in 
west Rajasthan, Saurashtra, 
Kutch and Konkan. Despite 
this deterioration, the ampli¬ 
tude of fluctuations in agricul- 
tural production has been 
reduced because of the intro¬ 
duction of technological 
change in production, exten¬ 
sion of irrigation facilities an<| 
larger areas brought under 
rabi crop. Thus, the propor- 
tion of gross irrigated area to 
net sown area increased from 
19.0 per cent (22.6 million 
hectarss) in 1950-51 to 28.2 
per cent (45.4 miiiion hec¬ 
tares) in 1975-76. Rabi crop 
accounted for 41 per cent ol 
total foodgrains produMH^ 
in 1975, as compaied wAh 
34.1 per cent in 1966-67. 

Nevertheless, the expans^ 
of irrigation facilities td ;ltui 
extent required to supploip^ 
the deficiency of rainf^all 
overcome its erratic behaviom 
will take some years to ac¬ 
hieve. In the meantime, effilil| 
should be directed to develd[l 
scientific approach in iiM 
determination of the suitabi 
lity of soil for different erq^ 
so that the cropping paMe^ 
may be altered to 
higher agricultural 
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Rainfall in India 

Data relating to rainfall In the various regions in the 
country and the impact of rainfall on agricultural 
production are analysed in a study (prepared by Miss 
N.R. Kothare of the Division of Rural Economics, 
Economic Department) included In ‘'Occasional 
Papers" (Vol II, No. II), published by the Reserve Bank. 
The findings of the study are summarised below. 
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THE GWHLIOR RATON SILK HFG. (WTG.) CO. LTD 

(PULP DIVISION) 

eirlakootam, MAVOOR-673 661 Kozhikoda Oist. KERALA. 

(Regd. Office : Birlagram. Nagda. M. P.) 

HELPS 

To move the wheels of textile industry all over India 
Thus saving enormous foreign exchange 
Much needed for National Development 

THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION 

“He that planteth a tree is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him." 
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All these products 
have one thing in ^nunon 

Chemicals 
from 
AT u L® 



Atui makes a wide range 
of chemicals. They have diverse 
uses such as disinfecting 
water, killing selective weeds 
and plant pests, making 
toothpaste and detergents, 
bleaching end dyeing textiles, 
refining petroleum and 
making glass. 

The present range 
includes: 

Sulphuric Acid. Oleum 2b%. 
Cholorosulphonic Acid. Oleum 
Hydrochloric Acid 30%, 
Caustic Soda Lye (Rayon 
Grade), Caustic Soda Flakes 
{Rayor» Grjde)^ Potassium 
Hydroxide Flakes. Liguid 
Chlorine, Phosgene Gas. 
Dicalcium Phosphate (LP ). 
Phosphorous Oxychloride, 
Phosphorous Trichloride. 
Sodium Thiosulphate 
(Crystal and Powder) and 
U'^ethanau 



THE ATUL mODUCTS ITD. 

P.O. ATUL. OIST. VAI«AO,1riN: iMOaO (OUJARAT). 




_ T«l;<1.«2^a4. ^:7ULA'ATUL Tiiw: ATUL 8II«0176*IM ^ 

XrDL-25 years constaiit endeaTour and growth. 











